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WOC’S AND GOVERNMENT ADVISORY GROUPS 


TUESDAY, OCTOBER 25, 1955 


Houses or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 11 a. m., in room 346, 
Old House Office Building, Hon. Emanuel Celler, presiding. 

Present: Representatives Celler (chairman), Rodino, Keating, and 
Scott. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Har- 
kins, cocounsel; and Thomas H. McGrail, assistant counsel of the 
subcommittee. 

The CHarrMan. The meeting will come to order, 

We resume today hearings which were started in July as part of 
the subcommittee’s study and investigation of WOC’s, the BAC, and 
other Government advisory groups. 

We are concerned with whether the laws and regulations govern- 
ing these individuals and advisory groups have effectively prevented 
or minimized the possibilities of law violations. Further, we are 
concerned with whether activities and recommendations of these indi- 
viduals and groups have resulted in special privileges for particular 
companies or increased the economic power of favored segments of the 
economy. 

The Chair wishes to state that it fully realizes that the Government 
must avail itself, especially in times of emergency, of the best advice 
and counsel from the business and industrial world. There is no 
intention to bring a wholesale indictment of WOC’s or advisory 
groups, but we are concerned with the uses to which some of these 
have put their power. We seek to ascertain what effective measures 
can be used to prevent abuses. 

When representatives from industry are brought to Washington on 
a WOC basis, they receive some exemption from the conflict of inter- 
ests statutes. Are the regulations by which such e xemption is defined 
adequate to protect against abuses, or do they permit WOC’s to serve 
their companies as private advocates in Government ! 

Are some WOC’s advisers to the Government or do they act as 
lobbyists in the cloak of officialdom ¢ 

Our previous hearings indicated that these questions involved prob- 
lems not at all illusory. 

The first witness today will be Mr. John C. Clay, who served as a 
WOC in 1952 and 1953, and partic ipated in the reorganization of 
the NPA into the Business and Defense Services Administration of 
the Department of Commerce. 


1193 











1194 WOC’S AND GOVERNMENT ADVISORY GROUPS 


Is there any member who wishes to state anything ? 
No response. ) 
therwise, Mr. Clay, you will be our first witness this morning. 
Will you give your name and your affiliation to the stenographer? 
Mr. Cuay. Yes, sir. My name is John Clay. I reside in New 
Providence, N. J. Iam affiliated with National Starch Products Inc., 
of New York City. 
The Cuarrman. And the gentleman on your left is——? 
Mr. McLean. My name is Edward C. McLean, of the firm of De- 
bevoise, Plimpton & McLean, 20 Exchange Place, New York. We 
are attorneys for National Starch Products Inc. 


TESTIMONY OF JOHN C. CLAY, ASSISTANT TO THE EXECUTIVE 
VICE PRESIDENT, NATIONAL STARCH PRODUCTS, INC., NEW 
YORK, N. Y., ACCOMPANIED BY EDWARD C. McLEAN, COUNSEL 
TO THE NATIONAL STARCH PRODUCTS, INC. 


Mr. Keatrne. Mr. Clay, are you an officer of the company ? 

Mr. Cray. No, sir; I am nat. 

The CHarrman. Mr. McGrail. 

Mr. McGram What is your position with the National Starch 
Products Co., Mr. Clay? 

Mr. Cray. I am assistant to the executive vice president. 

Mr. McGram. Would you describe just briefly the nature of the 
company and what it produces? 

Mr. Cuay. Yes. Our company is really in three segments of oper- 
ation. Wearea manufacturing company. We are one of the smaller 
of the wet corn-milling producers producing starches and dextrins. 
We are a manufacturer of adhesives, primarily for the packaging field, 
and we are also a small polymerizer of various resins for surface coat- 
ings as well as adhesives. 

es MoGratm. How long have you been with the company, and what 
have been your positions with the company ! 

Mr. Cray. I have been with the company 19 years. I started out 
originally in technical service work in the food field, and then I got 
into more general sales, and then into technical service on adhesives 
doing service work to the various Government services. 

Following that, I was in charge of starch sales in the Midwest terri- 
tory and then became sales promotion and advertising manager of the 
company and then later assistant to the executive vice president, con- 
tinuing to carry the responsibilities for the advertising, sales promo- 
tion, and our dealings with the Government. 

Mr. McGram. Back in May of 1952, you became a WOC;; is that 
correct ? 

Mr. Cuay. That is correct. 

= McGran.. What position did you hold with the company at that 
time 

Mr. Cray. At that time I was serving as assistant to the executive 
vice president. 

Mr. McGran.. And you remained as a WOC for 15 months? 

Mr. Crary. Fourteen months, to be exact. 

Mr. MoGran.. Fourteen months. What were your positions as a 
woct 
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Mr. Cuay. From May 1, 1952, until the middle of December I was 
Director of the Containers and Packaging Division. Following that, 
I became Deputy Assistant Administrator for the Chemical, Rubber, 
and Forest Products Bureau, and in February of 1953, became As- 
sistant Administrator for that Bureau. 

Mr. McGraw. And your tour as a WOC terminated when? 

Mr. Cray. My tour terminated June 30, 1953. 

Mr. McGraw. And you were appointed at that time an adviser? 

Mr. Cray. That is correct. 

Mr. McGrait. And you are now adviser to BDSA ? 

Mr. Cray. Yes, sir. 

Mr. McGrait. You have been since the termination of your tour 
asa WOC? 

Mr. Cray. Yes, sir, although I haven’t been called for active duty 
since early 1954. 

Mr. MoGrai. Are you a member of any industry advisory com- 
mittee of the Government? 

Mr. Ciay. Not of the Department of Commerce. 

Mr. McGraw. Any other department? 

Mr. Cray. No. I will have to say, I used to be, of the Munitions 
Board, and then in the Department of Defense, but the one that I 
was a member of was disbanded. 

Mr. McGraw. When was that? 

Mr. Cray. I would say approximately a year ago. 

Mr. McGratz. And currently are you a member of any industry- 
advisory committee ? 

Mr. Cray. No, sir. 

Mr. McGrat. Did you recently go to Alaska in conjunction with 
some Department of Defense activity ? 

Mr. Cray. Yes; I did, in March of 1954, 

Mr. MeGasn, And was that in connection with some advisory 

oup ¢ 
OMe. Cray. That is right. It was a survey team to study packaging 
and the way the containers were standing up in the Arctic. That was 
for the Department of Defense. 

Mr. McGrait. How frequently are you called to Washington, or 
have you been called to Washington, say, during the last 6 months 
as an adviser ? 

Mr. Cuiay. To the Department of Commerce? 

Mr. McGratn. Yes. 

Mr. Cray. I haven’t been. 

Mr. McGratn. You have not been? 

Mr. Cray. No, sir. 

Mr. McGrain, Have you come to Washington during the last 6 
months or year as an adviser in any capacity to any Government 
agency ¢ 

Mr. Cray. I have. I have served on an informal basis as consultant 
on a military-packaging symposium here in Washington earlier this 
month. I made a number of visits in connection with that. 

Mr. McGrain. Who first suggested to you, Mr. Clay, that you be- 
come a WOQC, in 1952? 

Mr. Cuiay. That is 3 years ago. I will have to recall on it. I believe 
it was Mr. Lewis who rst approached me. 
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Mr. Matetz. Whom did you say, Mr. Clay? 

Mr. Cray. Charles Lewis, who was then, I believe, Deputy Director 
of the Containers and Packaging Division. 

Mr. Matetz. Is he still in Government, do you know? 

Mr. Cuay. Yes, he is. 

Mr. Maerz. What position? 

Mr. Cray. I believe his title is Director of the Containers and Pack- 
aging Division. 

Mr. Maretz. Of BDSA? 

Mr. Cray. Yes, sir. 

Mr. McGraw. And when you became the Director of the Contain- 
ers and Packaging Division, he was your deputy, was he not? 

Mr. Ciay. That is correct. 

Mr. Harkins. Did you have any contacts with the Personnel Re- 
cruitment Committee of the BAC with respect to your first getting 
appointed as a WOC? 

Mr. Cray. I am not aware of the committee. 

Mr. Harkins. Did you know Mr. Couch, who was your predeces- 
sor as the Director of the 

Mr. Cray. Yes. I have had industry relations with him for many 
vears. 

Mr. Harxrns. Did he have any association with your coming into 
Government as a WOC ? 

Mr. Cray. Yes, he did. 

Mr. Harxtns. Did he request you to come? 

Mr. Cray. He endeavored to get me, or interest me In coming. 

Mr. McGratm. Then how did it work out? The subject was first 
approached to you by Mr. Lewis. How was the appointment arranged, 
actually ? 

Mr. Ciay. I was told at that time, as I recall, that they were in need 
of someone to come in to replace Mr. Couch when he completed his 
term and returned to his company. They wanted somebody with 
broad experience in the packaging field. They also wanted somebody 
who was not identified directly with a manufacturer of container 
materials, but to come as a user. 

Mr. Keattne. What company was Mr. Couch with ? 

Mr. Cray. General Foods Corp. 

Mr. Harkins. Did you have any contact with Mr. John J. Corson, 
who was working for the BAC in Personnel Recruitment in connec- 
tion with your becoming a WOC ? 

Mr. Cray. I don’t believe I even know his name. 

Mr. McGratt. Would you describe briefly your duties as Director 
of the Containers and Packaging Division ? 

Mr. Cray. I would have to make it rather brief, once again going 
from memory. My fundamental responsibilities were to supervise 
the allocation of critical materials and to assure a continual flow of 
container packaging and materials for the military. 

Mr. McGrar. And those were the types of duties you performed 
as a director? 

Mr. Ciay. The fundamental ones. 

Mr. McGrat. I beg your pardon? 

Mr. Ciay. The fundamental duties. They were all control duties. 
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Mr. McGram. And then you became Deputy Administrator of the 
Chemicals Division ? 

Mr. Cuay. No, sir, I was never affiliated with the Chemical Division. 

Mr. McGraw. You became Deputy Assistant Administrator of —— 

Mr. Cray. Deputy Assistant Administrator of the Chemical, Rub- 
ber, and Forest Products Bureau. 

Mr. McGrait. What were your duties then? 

Mr. Cray. My duties were more of coordinating the activities of 


the divisions. 

Mr. McGraw. And then finally you became Assistant Administra- 
tor of NPA? 

Mr. Cuiay. That is correct. 

Mr. McGraw. And what were your duties there? 

Mr. Cray. My duties were to coordinate the activities of the divi- 
sions, to meet with the Policy Coordination Bureau, and other staff 
functions of the NPA, and to disseminate the information to our 
divisions. 

Mr. McGratt. Now, while you were a WOC, Mr. Clay, could you 
state whether that was a full-time job for you ¢ 

Mr. Ciay. Yes, sir, it was a full-time job. 

Mr. McGrain. You spent full time performing the duties you held 
asa WOC? 

Mr. Ciay. I would answer that by saying that I have never broken 
my time down at all by the clock, that I put many hours beyond, let 
us say, a 40-hour week into my job. 

Mr. McGrain. Did you have any other activities or did you per- 
form any other activ ities other than your WOC duties? 

Mr. Ciay. You might ask me what type of duties. 

The Cuamman. What duties, if any, did you perform for your 
company w hile you were a WOC ? 

Mr. Cray. I had no prescribed duties for my company. The only 
possible duty would have been to—and I would not call it a duty— 
was to monitor or follow through a certificate of tax amortization 
that had been filed earlier. 

Mr. McGrait. Those were the only company activities while you 
were down here? 

Mr. Cray. Other than reading correspondence about once a week 
that related to my job, so that I had a continuing knowledge of what 
was going on. 

Mr. McGrait. How much time did you spend in the company 
activities ¢ 

Mr. Cray. I couldn’t say. It was a very insignificant amount of 
time. 

Mr. McGrain. Mr. Clay, when you became a WOC, were you in- 
structed by any official in the Department of Commerce or NPA as to 
limitations _ your outside activities ? 

Mr. Cray. No, sir. 

Mr. McGrai. You received no instruction at all? 

Mr. Cuiay. Not that I recall. 

Mr. McGram. You received nothing in writing from the Depart- 
ment ? 

Mr. Cray. I couldn’t answer that today. 

The Cuarrman. You mean you do not remember? 
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Mr. Cray. I do not remember on that. 

The Cuarrman. You may have received them, but you do not recall 
now; is that it? 

Mr. Cray. I certainly do not recall them. 

Mr. McGrai. On the basis of your observations, to what extent 
did the other WOC’s with whom you associated perform outside 
activities, company activities, while they were down here? 

Mr. Cray. I could only speak for WOC’s that were directly con- 
nected with my occupation. 

Mr. McGraw. All right. 

Mr. Cray. They seemed to put in essentially the same as I did— 
full time. 

Mr. McGrait. Were you aware, Mr. Clay, when you were a WOC, 
that there were prohibitions in the NPA against WOC’s as such taking 
any action on appetentione or any pending matter of direct interest to 
their company $ 

Mr. Cray. Yes; I was. 

Mr. McGraw. Now, you stated earlier that you worked on a tax 
amortization application of your company ? 

Mr. Cray. That is correct. 

Mr. McGraw. What action did you take with respect to that appli- 
cation ? 

Mr. Cray. At what period? Prior to coming into the Government? 

Mr. McGratm. Well, let us start at the beginning. You came down 
here on May 1, 1952. At that time, your company had an application 
pending before NPA, did it not? 

Mr. Cray. That is right. That was filed, I believe, on January 31 of 
that year. 

Mr. McGrait. January of 1952. And it was an application for a 
certificate of necessity which would enable your company to get ac- 
celerated tax amortization for proposed facilities they intended to 
construct; is that correct? 

Mr. Cray. That is right. 

Mr. McGraw. And in the value of approximately $700,000? 

Mr. Cray. I couldn’t recall the figure at the present time. 

The Cuatrman. Does the figure $698,500 refresh your recollection ? 

Mr. Cray. I am sure it was less than $1 million. The exact amount, 
sir, I could not recall. 

Mr. McGram. Prior to your appointment, was one of your company 
duties to handle this application which had been submitted ? 

Mr. Cray. That is right; to handle it to the extent of processing the 
papers and following it through. I did not sign any of the papers; 
I was not an officer of the company, nor did I write the supporting 
information. 

Mr. McGram. Were you the company officer primarily respon- 
sible for processing it? 

Mr. Cray. I am not a company officer. 

Mr. McGratz. The company employee, then ? 

Mr. Cray. Of physically processing it; yes, sir. 

Mr. Roprno. Pardon me. Did you have any discussion with your 
employees prior to taking your assignment with relation to this tax 
amortization application ? 

Mr. Cray. I do not understand as far as the employees are con- 
cerned. With whom? 
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Mr. Roprno. Your employer; pardon me. Your firm, the organiza- 
tion you were with. 

Mr. Cray. Yes, sir. 

Mr. Roprno. Did you have any discussion relative to what duties 
you were to undertake in relation to this application? — 

Mr. Cuay. My duties within the company or within the Govern- 
ment? There were none within Government. 

Mr. Roprno. With relation specifically to this application for tax 
amortization. 

Mr. Keattne. You mean before he came down here? 

Mr. Roprno. At the time that he was coming down here. The ap- 
plication, I understand, was filed before. 

Mr. Cray. That is correct. 

Mr. McGrai. In other words, before you came down here to be- 
come a WOC, did you confer with your company officers as to action 
you might take when you got down here? 

Mr. Giy. You mean 

Mr. McGraw. Regarding the application. 

Mr. Cray. After I became a Government employee? 

Mr. McGrat. Before you came down here and became a WOC, 
when your appointment was pending, did you confer with officers of 
your company as to what action you might be able to take? 

Mr. Cray. Oh, certainly. I did not take any action independently. 

Mr. Materz. You took no action whatsoever on this tax-amortiza- 
tion certificate when you came down to Washington for NPA; is that 
your testimony, Mr. Clay? 

Mr. Cray. No, sir. 

Mr. Materz. I beg your pardon? 

The CHatrman. Have you got the file of the application? Let us 
put that in the record at this point. (See p. 1202.) 

Mr. Maerz. Would you say, Mr. Clay, that one of the reasons 
your company was interested in sending you down to Washington as 
a WOC was so that you might be on tap at NPA in order to expedite 
or — in every way possible the processing of your company’s appli- 
cation 

Mr. Cray. Knowing my company’s policies, I would say “No.” 

The CHatrman. Not knowing your policies, was that a fact? 
Were you selected to come down here to act as a WOC to do any- 
thing with reference to the application for an acceleration of tax- 
amortization certificate ? 

Mr. Ciay. My company did not select me as a candidate. People 
within the Government did. 

Mr. Maerz. Was it one of your objectives, Mr. Clay, in becoming 
a WOC to further your company’s tax-amortization certificate ? 

Mr. Cray. No, sir. 

Mr. Materz. It was not your objective ? 

Now, on June 26, 1952, 6 weeks after you became a WOC, your com- 
pany’s application was allowed in part, was it not? 

Mr. Cray. That is correct. 

The CHarrman. What did you have to do with that allowance, if 
anything? Just describe what you did with reference to that appli- 
cation. You said before that you aided in the processing. Now, tell 
us in detail what you did with that company’s application, as a WOC. 

Mr. Cray. As a WOC, I simply asked questions as to how it was 
proceeding; in other words, what its status was in government, and 
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I can’t be clear in my own mind whether it occurred in that period 
leading up to the 26th or after that, that it was brought to my atten- 
tion that additional information was required, which I relayed to 
those in New York who were handling it, the information required, and 
they directly handled it with the interested people. 

The Cuatrman. In other words, somebody in the office where you 
were as_ a WOC employee asked you for additional information, 
and you passed on the questions to your employer at the National 
Starch Products ? 

Mr. Cuay. It was not a WOC. It was a career man. He was not 
in my division. He was in another area. 

The Cuatmrman. He asked you for the information; is that correct? 

Mr. Cuay. He asked me to get the information. 

The Cuatrman. And you got the information from your employer 
in New York, the National Starch Products? 

Mr. Cuay. I told them what was required, and they handled it 
directly. I had no further part in it. 

The CHarrman. But you did communicate those questions to your 
employer ? 

Mr. Cray. I did communicate the questions to my employer. 

The Cuarrman. And did you go to New York for that purpose? 

Mr. Cray. No, sir. 

The Cuarman. Was it done by correspondence or telephone ? 

Mr. Cray. I think in one case it was done by correspondence. 

The Cuarrman. Did you do any telephoning in that connection ? 

Mr. Ciay. I can’t recall at the present time. 

Mr. McGraw. Mr. Chairman, at this point I would like to offer a 
few documents. The first is an NPA memorandum dated Feb- 
ruary 

The Cuatrman. A little louder. 

Mr. McGram. An NPA memorandum dated February 25, 1952, 
addressed to all experts, consultants, and WOC employees. One 
paragraph I would hke to read. 

The CuHarrman. Very well. 

Mr. McGrain (reading) : 

Your attention is directed particularly to that portion of the rules which pro- 
vides that exemptions from certain conflict of interest statutes do not apply 
to * * * (b) making any recommendation or taking any action with respect to 
individual applications to the Government for relief or assistance, on appeal 
or otherwise, under the provisions of the Defense Production Act made by your 
private employer or by any corporation, et cetera, of which you may have any 
direct or indirect interest. 

The Cuarrman. You may place that in the record. 

(The document referred to is as follows :) 

NATIONAL PRODUCTION AUTHORITY, 
DEFENSE PRODUCTION ADMINISTRATION, 
February 25, 1952. 





Memorandum. 
To: All experts, consultants and WOC employees 
From: William A. Murphy, Assistant Administrator for Administration. 
Several members of the staff have inquired as to whether there have been 
any recent changes in the rules governing WOC employment. For your informa- 
tion, the applicable rules are contained in the two statements attached. 
Your attention is directed particularly to that portion of the rules which pro- 
vides that exemptions for certain conflict of interest statutes do not apply to: 
(a) The negotiation or execution of Government contracts with your 
private employer or with any corporation, joint stock company, association, 


firm, partnership, or other entity in the pecuniary profits or contracts of’ 
which you have any direct or indirect interest ; 
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(b) Making any recommendation or taking any action with respect to 
individual applications to the Government for relief or assistance, on appeal 
or otherwise, under the provisions of the Defense Production Act made by 
your private employer or by any corporation, joint stock company, associa- 
tion, firm, partnership, or other entity in the pecuniary profits or contracts 
of which you have any direct or indirect interest. 

For the protection of experts, consultants, and WOC employees it is essential 
that whenever a particular problem involving any matter referred to in (a) or 
(b) above comes to such an employee for action, he requests his superior officer 
to designate some other person to act in his place. 

The prohibitions referred to above do not prevent participation in Industry 
Advisory Committee meetings. 

Attachment. 


DEFENSE PRODUCTION ADMINISTRATION AND NATIONAL PRODUCTION AUTHORITY 


WASHINGTON 25 


(Name) 


(Title) 


EXEMPTIONS FROM CERTAIN CONFLICT OF INTEREST STATUTES PERSONS EMPLOYED 
WITHOUT COMPENSATION 


The Defense Production Act of 1950 (Public Law 774, 8ist Cong.), as imple- 
mented by Executive Order 10182, provides for your exemption from certain 
statutes. 

1. You are exempted, with respect to your employment under subsection 
710 (b) of the Defense Production Act of 1950 (Publie Law 774, Sist Cong.) 
from the operation of sections 281, 283, 284, 434, and 1914 of title 18, United 
States Code, and section 190 of the Revised Statutes (5 U. 8. C. 99), except as 
specified below : 

(a) Exemption hereunder shall not extend to the negotiation or execution of 
Government contracts with your private employer or with any corporation, 
joint stock company, association, firm, partnership, or other entity in the pecu- 
niary profits or contracts of which you have any direct or indirect interests. 

(b) Exemption hereunder shall not extend to making any recommendation or 
taking any action with respect to individual applications to the Government for 
relief or assistance, on appeal or otherwise, under the provisions of the act made 
by your private employer or by any corporation, joint stock company, associa- 
tion, firm, partnership, or other entity in the pecuniary profits or contracts of 
which you have any direct or indirect interest. 

(c) Exemption hereunder shall not extend to the prosecution by you, or 
participation by you in any fashion in the prosecution, of any claims against the 
Government involving any matter concerning which you had any responsibility 
during this employment, during the period of such employment and the further 
period of 2 years after the termination of such employment. 

(d@) Exemption hereunder shall not extend to the receipt or payment of sal- 
ary in connection with your Government service hereunder from any source 
other than your private employer at the time of this appointment. 


Mr. McGrai. Secondly, Mr. Chairman, there is the NPA report 
and recommendation on the National Starch Products application for 
tax amortization. 

The CuarrMan. Is the amount indicated there? 

Mr. McGratn. The amount is indicated. The amount applied for is 
indicated here. 

The CHatrMan. What is it? 

Mr. McGrain. $698,443. 

The CuHatrMan. What is the date of the document ? 

Mr. McGrat. The document is dated May 26, 1952. 

The CHarrman. That is the amount of tax amortization 

Mr. McGraw. Which was applied for. The amount which was 
allowed was $253,475, according to this document. 

(The document referred to is as follows.) 
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Pore GA-71 
(4-18-82) 


U.8. DSPARTIENT OF COMMERCE 
Mational Prodection Authority 














Date application filed 
January 30, 1950 


Date amendeents filed 





REPORT AND RECOMBENDATION 
ON APPLICATION FOR NECESSITY CERTIFICATE 





Nase of applicaat 
National Sterch Products, Inc. 


Description of facilities 


Brildings (2); manuf:.cturing & leboretory 
ecuipment. 





Address (Street, City, Zone, State) 


270 Medison Ave., 
New York 16, N, Y. 


Description of products oF services Location of facilities (City, County, State) 


Vinyl polymer en1.lsions and reserrch. 


pe 2 LR 0 ERIE 


Date received by industry divisions 


Cost Estimated by Applicaat 


fakin arte 


FINDINGS 

1. Land...6nd .land. improvanent. cosis 
Buildings and other fized installations 
mexseouserax .. La bare Lory. ecuipment 
Other setal working sachinery 
Power generating and distributing equipeest 
sueues. Chemical. processing. equipment... 
Office equipeent ead furniture 
Other items (Specify). W6Lar. mains. for. sprinkler. system, 





inate 


Total cost estinated by the applicant covering facilities described in 
Appendix "A", consisting of 5 pases one Sl 
Plant: Cct. 1, 1951 
. Date of ecquisition or start of construction Leb: Jan. 21, 1°52 


. Ieerease in production or service capacity froe = 3-4 


pounds per yeer. 
Replecesents “Jno Cores If yes, specity 


Satine cymtracts: Prine $ 412,766  sudcostrects 8 nary _ JUN 9 Ide 





6. wilitery comment: ~ “/, > seguwe d. 


secommeation Sor vinyl polyner e ulsions only. 





7. Delete: Land cost..2nd land. improyerent. coshs. ry 99,400, _ 

Sepmepemmemrwant... Laboratory. COSLS........... 6. ccc eee cece eee eS 

Office equipment and furmiture cost... .. 1. ee ccc cece cece eeeeeneeenens | eee 

Other itess (Specify) ..dater. mein. for. spriciler. .system.-.. _10,500, + mss 

I isis curiae inadininien tebe biiaesdnal 

Total deletions recommended...-.-..-..+-++. | + bhbedag DOS Jan 

Balance (Itee 1 ieee deletions) recommended for certification....... “ 

8. It is recommended a the application be denied cE tnat « necessity certificate be issued at s. : 





Industry Division Esasiver 


\ 
W. de C, i dt P Fz i N 6 1952 | ; 
al. 142 : | Com NPA Tas 4 
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®. State which of the following directly require for national defense, in whole or in part. the eaterisl or serv- 


ce te be prodeced with the proposed facility: Armed Services of 0.8. or auxiliary personnel, Civ.1 Defense, 

Atomic Bnergy Coasiesios. operations or activities in connection with Mutual Defense Assistance Act. Or, is 
be facility secessary for the production of « saterial or service directly required im the interest Qf nat ipeel 
@efense during the ewergency period? Or, is it otherwise necessary in the interest of sational defense? 


Amsver See Study 


. At the time cf the Deginsiog of constraction, reconstruction, erection, instellatios, 
or acquisition of the facility sought to be certified was, is, or will there be a 
shortage of suca facilities required to meet expansion goals determined by the Defense 
Production Administretioa? 


If *yes*, state: Expansion Goal mo. _93 _ Category 


Is the ecquisition of the productive assets of « going concern or second bend facili- 

ties contemplated in the applicatioa? 

es. If *yoe", is it clear that prospect existe of obteiaing @ substantial increase is 
the usefulness of such facilities for sational defense and that such increase can- 
got be obtained by other practical seaas?. 

bd. Also, if yee", would substantial loss of usefulness for national defense probably 
result in the absence of such acquisition? 


c. Also, if *yes*, is such acquisition frow an affilate? 


Will the facilities, or parts thereof, to be constructed, reconstructed, erected, ia- 

stalled or acquired be used in lieu of existing facilities? $ 

@. Is Such use considered extraordicary and necessitated by reason of the emergency?. 
(if "yee", explain ender cowmente) 


Does the use of the facilities, or parts, thereof, to be constructed, reconstructed, 
erected installed or acquired assure: 


es. A fair opportunity for perticipetion by seaall business 
b. New or iaproved technology 
¢c. Promotion of competitive enterprise 





- Rate the following: 


@. Competence, perforsance record and other factors bearing upon the ability of the 
applicaat t: construct or acquire, and sapage the proposed facility 


. Lecation of the facility sith due regard to silitary security and dispersion cri- 
terie and standards 
Probability that the facility will alleviate the shortage of product ige or service 
- Bconomic asefulness of the facility at the end of 5 years 
. Availability of san power as determined by the Office of Labor 
+ Availability of comsunity facilities and housing 
. Availability of transportatios 
.» Availability of power for operating fecility.. ....... Poccccvecccccccccceccsesesecs 
+ Possibility of securing proposed product or service by subcontracting 


. Ie the applicant applying for or receiving other fores of financial assistance from the Government? If “yes* 


ezpleis. 
anever No 


|. Identify any iteas, including structures or portions thereof, in Appendix A which will not be required in the 


Drogection of products necessary to national defense. 
anaver See below. 


16. Item # 1 Land $45,000. - 
® 15 Water main for sprinkler system $10, 000.* - 
" 21 Office Furniture, etc., 411,723. - 
= 22 Office Machines 4 7,500, 
® 24 Link Steel Fence € 4,400, 
" 25 Latidscaping $10,000, 
° 26 Parking Lot 0 


£30,000. 
1lF,623. 


"The cost of the sprinkler system, itself, is included in the cost of the buildings 


end that portion of the building cost ettributable to the sprinkler sy:ter should also 
be deleted, 


The Laboratory building, 74% of Item # 2, and Items # 19, 20, and 23 should also be 


deleted et this time, as consideration of them will be given at a later-dste. 


17. 





Comments: 
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Mr. McGram. There is a third document, Mr. Chairman, which is 
a notice to the Commissioner of Internal Revenue advising the Com- 
missioner that the application had been allowed. 

The Cuarman. In the amount that you indicated, the modified 
amount ¢ 

Mr. McGrat. Yes, sir. 

(The document referred to is as follows:) ; 
DPAL-101 4 


(5-13-52) & 
No. TA-NC-17790 % 
Date: June 26, 1952. 


UNITED STATES OF AMERICA 
DEFENSE PRODUCTION ADMINISTRATION 
NECESSITY CERTIFICATE 


To the Commissioner of Internal Revenue: 


Pursuant to section 124A of the Internal Revenue Code, particularly subsection 
(e) thereof, and in response to application No. TA-17790 filed on January 31, 
1952, by National Starch Products, Inc., 270 Madison Avenue, New York, N. Y., 
it is hereby certified that subject to the conditions herein below set forth the 
facilities (excluding land) described in the attached appendix A (consisting of 8 
5 pages and 1 drawing) are necessary in the interest of national defense during ; 
the emergency period, and that 45 percent of the cost of construction, reconstruc- 
tion, erection, installation, or acquisition thereof after December 31, 1949, is 
attributable to defense purposes. 

As to the described facilities which are to be constructed, reconstructed, erected, 
or installed this certificate shall be valid only with respect to those facilities 
the construction, reconstruction, erection, or installation of which is begun before 
the expiration of 6 months after the date of this certificate; and as to the 
described facilities which are to be acquired, or which are to be acquired and 
installed, this certificate shall be valid only with respect to those facilities 
acquired or contracted for before the expiration of 6 months after the date of 
this certificate: Provided, however, That certification of items 15, 21, 22, 24, 25, 

26, appendix A, is hereby denied ; 

Provided further, however, That the above 45 percent relates only to the cer- 
tification of 44 percent or the actual cost of the facilities, except land and items 
denied above, described in appendix A. Certification of 56 percent (the balance) 
of the actual cost of the facilities, less land and items denied above, described in 
appendix A, is being deferred, pending further consideration. 

OFFICE OF CONSTRUCTION AND 
RESOURCES EXPANSION, 
By JoHN H. Martin, 
Deputy Administrator. 


Se 


- 


epeit 


Certified true copy. 
CAROLINE A, HARLUSON, ‘ 
Defense Production Administration. 

Official DPA file copy. 


Mr. McGraw. And the final’document is a letter to the National 4 
Starch Products Co. advising them that the necessity certificate on 4 
their tax amortization application had been allowed. . 

(The document referred to is as follows:) 

DEFENSE PRODUCTION ADMINISTRATION, 
Washington, D. C., June 26, 1952. 
Subject: Necessity certificate No. TA—-NC-17790. 
NATIONAL STARCH PrRoDwctTs, INC., 
70 Madison Avenue, New York, N. Y. é 


GENTLEMEN: There is transmitted herewith a certified copy of subject certifi- 
cate issued pursuant to your application under section 124A of the Internal * 
Revenue Code (sec. 216 of the Revenue Act of 1950). @ 


REDS Tanase et 





“inate 7 ia asi 


ys Dee 
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The original of the certificate has been transmitted on this date to the Com- 
missioner of Internal Revenue. 
Sincerely yours, 
Joun H. MartIn, 
Deputy Administrator. 

Mr. McGrat. Mr. Clay, your company has supplied the subcom- 
mittee with a number of documents, or photostatic copies of a number 
of documents, from their files. Do you happen to have those docu- 
ments with you? 

Mr. Cray. I don’t have them. 

Mr. McLean. I have copies of them. 

Mr. McGram. It might be easier if they were available for the 
witness to examine. 

Now, if I recall, your previous testimony was that after you came 
down here as a WOC, you did take some action to further your com- 
pany’s applic aes ; is that correct ? 

Mr. Ciay. I don’t believe I furthered it. 

Mr. McGratt. Did you take any action with respect to the applica- 
tion at all? 

Mr. Ciay. Simply to ask questions of its progress. 

Mr. McGrait. Simply to ask questions 

Mr. Cray. Of its progress. 

The CuatrmMan. Of its what / 

Mr. Cuay. Of the progress. 

Mr. Keatince. Of whom did you ask those questions? 

Mr. Cray. I may have talked to—this is simply a recollection—I 
may have talked to one of the men in the Chemical Division who was 
engaged in processing some of it, but I more likely talked to a gen- 
tleman who was originally a Deputy Director of the Chemical Divi- 
sion, just asking him how it was progressing. 

Mr. Keratine. Did that go through the C hemical Division and have 
to be approved there before it was granted in some way ? 

Mr. Cray. I don’t believe any “certificates were approved by the 
NPA. I think they simply m: ade a recommendation to the Defense 
Production Administration. 

Mr. McGrait. And the DPA based their decision on the application 
on the basis of the recommendation and report from the—— 

Mr. Ciay. I think it was a factor in their arriving at the decision. 

Mr. McGrait. Now—— 

The CHairmMan. Let me ask, the application was filed when? 

Mr. Ciay. January 31, 1952. 

The Cuarrman. And it was granted in part when ? 

Mr. Chay. I think it was June 26 or thereabouts. 

The CHarrMAN. And is it true that on June 26, it was 6 weeks after 
you became a WOC that the application was granted in part? 

Mr. Ciay. That is correct. 

Mr. McGratt. And after that, your company continued to press the 
application in order to get the additional amount which had not as yet 
been allowed; is that correct ? 

Mr. Cray. That is correct. 

Mr. McGrat. Did you take any action in respect to that attempt by 
your company to get the certificate of necessity enlarged ? 

Mr. Cray. Simply —I would not say to enlarge the original applica- 
tion—simply to follow its progress. I believe this incident that I re- 
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ferred to before as far as the transmittal of a letter to my company 
telling the material they wanted was at that stage. 
Mr. McGraw. Would you refer to a memorandum, Mr. Clay, that 
is dated July 1,1952? It was addressed to J. C. C. from C. G. H. 
While Mr. Clay is looking it up, Mr. Chairman, I will read part of 
it: 


I am sending you a photostat— 


Mr. Keatine. This is from whom to whom / 

Mr. MoGrat. C. G. H., Mr. Clay will testify, is a vice president of 
the company, and J.C. C. was Mr. Cia ; 

The Cuatrman. Is that correct, Mr. Clay? C. G. H. is a vice presi- 
dent of your company? What is his name? 

Mr. Cuiay. No, sir. His name is Hofreiter, and he was treasurer of 
the company. 

The CuHarrMan. Treasurer of your company, the National Stareh 
Products? 

Mr. Cray. Yes, sir. 

Mr. Materz. Are you the J. C. C. referred to? 

Mr. Cray. I believe I am. 

Mr. McGrai (reading) : 


I am sending you a photostat of pages 1 and 2 of the necessity certificate No. 
TA-NC-17790. The balance of the papers received with the certificate were 
copies of the appendix A which you no doubt have a copy of. 

In trying to check through their calculations as to exactly what they consid- 
ered 40 percent subject to amortization, we find that their total is $255,120 which 
compares very closely to the total chargeable to PVE of $252,875. If this as- 
sumption is correct, it appears that the laboratory amortization is being deferred 
pending further consideration. 


Would you check this through as quickly as possible and let me know? 
eg enclosed is another copy of the necessity certificate for Mr. William 

Do you recall receiving that document, Mr. Clay ? 

Mr. Cray. Not specifically. 

Mr. McGrat. Do you recall what action you took on it? 

Mr. Cray. No, I don’t. 

The CuarrMan. Did you receive the document ? 

Mr. Cray. I couldn’t answer that. I would assume I did. 

The CHatrMan. Who was the Mr. Bailey referred to? 

Mr. Cuay. Mr. Bailey is in the Plastics Branch of the Chemical 
Division. 

Mr. Materz. Of NPA? 

Mr. Cray. That is correct. 

Mr. McGrat. What did he have to do with this application? 

Mr. Cray. I believe that it was his responsibility to correlate the 
information and check on the authenticity, and so forth, of the 
material. 

Mr. McoGram.. At this time, you were Director of the Containers 
and Packaging Division, were you not ? 

Mr. Cray. That is correct. 

Mr. McGratn. Do you know what C. G. H. meant by the request 
in the memorandum, “Would you check this through as iets as 
possible and let me know”? 

Mr. Cray. I can only construe at this point that he meant, “Were 
his figures correct ?” 
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Mr. McGram. If you received this memorandum, you no doubt 
carried out the request of the treasurer of the company; did you not? 

Mr. Cuay. I could not say honestly. I received some notes from 
the company which I did not act upon. 

The CuatrMan. Did you act on this? 

Mr. Cuiay. I can’t remember. 

Mr. McGrai. Do you have any copies of any notes you received 
from the company which you did not act upon? Are any of those 
notes in your company files? 

Mr. Cray. I can’t recall offhand. 

Mr. McGrait. Have you gone through the documents which your 
company supplied the subcommittee ? 

Mr. Cuay. Yes, I have. 

Mr. McGrat. I would like to refer you to a letter addressed to 
Mr. James Dillon, National Starch Products Co., Inc., on the letter- 
head of the Department of Commerce, NPA, signed by John C. Clay, 
dated August 8, 1952. Do you havea copy of that? 

The CuarrmaNn. Is that printed or in handwritting ? 

Mr. McGram. That is a typwritten letter. 

Mr. Ciay. I do havea copy of it. 

Mr. McGram. And there is attached a sheet of paper in hand- 
writing ? 

Mr. Team That is correct. 

Mr. McGratt. Is that your handwriting? 

Mr. Cray. No, sir. 

Mr. McGraw. Whose handwriting is that? 

Mr. Cray. I believe that was Mr. Bailey’s handwriting. 

The CHatrmMan. Mister who? 

Mr. McGrat. Mr. Bailey’s handwriting? 

Mr. Cuay. That is right. 

Mr. McGrai. How did this document get in the files of your com- 
pany, do you know? 

Mr. Cray. Yes. As stated in the memorandum, I passed it on to 
the company because it was additional information that the Govern- 
ment required or wanted if the case were to be processed further. 

Mr. McGrain. And where did you get the document? 

Mr. Cray. Mr. Bailey gave it to me. 

The Cuarrman. And he was then head of the Chemical Division? 

Mr. Cuay. Oh, no, sir. 

The Cuarrman. What was he then? 

Mr. Cray. I don’t know what his exact job was. He was a per 
annum employee of the Department of Commerce. 

Mr. Keattnc. Was he a career man? 

Mr. Ciay. Excuseme. He wasacareer man. He was in the Plas- 
tics Branch. He wassimply drawing together the data and formulat- 
ing it for presentation to his superiors in the Chemical Division. 

r. Matetz. Was he handling the National Starch tax amortization 
certificate for NPA ? 

Mr. Cuay. He was certainly handling a phase of it. 

Mr. Materz. He was. 

Mr. McGrai. Do you recall writing this letter, Mr. Clay ? 

Mr. Cuiay. I would say that I would assume that I did write it. 

: aan MoGnam:. In fact, you dictated it to your secretary, Miss 
udlum ? 
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Mr. Cray. I believe I did. 

Mr. McGrai. Was she your Government secretary ¢ 

Mr. Cuay. Yes, she was. 

Mr. MoGraiz. Would a correct summary of this letter be simply a 
statement by you of technical details as to how your company could 
further their application by submitting additional data to NPA? Do 
you agree with that summary ? 

Mr. Cuay. I think it was more an interpretation of the attached note 
and the information that was required. 

Mr. McGram. And you say in the first paragraph, “Bailey is very 
much upset about this.” Now, that is Mr. Bailey, who was a career 
employee with whom you had been conferring on your company’s 
application; is that correct ? 

Mr. Cuay. That is right. 

Mr. McGraw. And do you know what it was that he was upset 
about ? 

Mr. Cuay. I can only assume, going back, knowing that Mr. Bailey 
was a very conscientious person, that if he felt something was deviating 
from the way it should be, he tended to get excited and very much 
upset. He was very much a detail and precision man. 

The Cuamrman. Why was he upset? At what? 

Mr. Criay. I think on the interpretation, or the way his documents 
were being interpreted. 

Mr. Materz. Why would he indicate that to you? 

Mr. Cray. I think he was suggesting or requesting more infor- 
mation. 

The CHArrman. He knew you were connected with the National 
Starch, did he not? 

Mr. Cuiay. That is correct. 

Mr. McGrai. I would like to refer you to a handwritten memo- 
randum dated August 22, 1952, and it is addressed to C. G. H. from 
John. 

Mr. CLay. Was it August 22? 

Mr. MoGrait. I will read it for you. 

The CHatrMan. Read it in the record. 

Mr. McGrain (reading) : 

I have had several talks with Joe Rand, who is Director of DPA’s Post Cer- 
tification Division—— 

The CHairMan. Who wrote this letter? 

Mr. Ciay. I presume I wrote that. 

The CHarrmMan. You wrote that. And it is addressed to whom, 
or is it a memorandum ? 

Mr. McGrain. It is a memorandum to C. G. H., who was the treas- 
urer of the 

The CHairman. Of the starch company? 

Mr. McGrai.. Yes. 

The CHarrMAN. You may read it. 

Mr. McGrain. It is on the National Starch Products letterhead. 
| Reading: | 





I have had several talks with Joe Rand who is Director of DPA’s Post Cer- 
tification. Division. He has examined his file on our TA and thinks we have 
a good case. If we get Chemicals to support it, it’s in. I still feel we ean get 
together sufficient information without too much trouble to satisfy Chemicals 
and get a substantial endorsement. 
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On Thursday evening at 6 p. m. Chemicals is having a farewell party for 
Frank Bennett which would be an excellent time to discuss the whole matter 
with the people in Chemicals, or, better yet, if you or a designee came down 
in the afternoon, it could be done formally then, and off-cuff later. 

On the other hand if you are still cold to the idea would suggest holding for 
further discussion when I'll be in New York, September 15. 

You prepared this handwritten memorandum, did you not, Mr. 
Clay ? 

Mr. Criay. That is right. 

Mr. McGraw. You did not do this as a WOC, as a Government 
official ; you did this as a company employee, I take it / 

Mr. Cray. That is right. 

The Cuarrman. While you were a WOC, though ? 

Mr. Cuay. I was a WOC; that is correct. 

Mr. Materz. And you were the Director of the Containers Division 
at that time? 

Mr. Cray. Yes, I was. 

Mr. McGrat. The first sentence of the memorandum is a ref- 
erence to Joe Rand, and he was the Director of DPA’s Post Certifica- 
tion Division, as you say, and as such he was responsible, was he not, 
for making decisions as to modifications or amendments on certificates 
of necessity ! 

Mr. Cray. I couldn’t answer his exact duties. 

The CuarrMan. His job was to act on these amendments, or these 
certificates of necessity, in whole or in part; is that not correct ? 

Mr. Cray. I can’t attempt to recall exactly what his duties were. 

The Cuarrman. Why did you address the communication to him? 

Mr. Cray. I didn’t address it to him. 

The CHarrMAn. Why did you—— 

Mr. Ciay. It turned out to be. very poor information, because we 
later withdrew the rest of the application. 

Mr. Maerz. Didn’t Joe Rand have responsibility for the issuance 
or denial of your company’s tax amortization certificate ? 

Mr. Cray. I couldn’t answer that. 

Mr. Maerz. You knew he had something to do with final action 
that would be taken by DPA: did you not ? 

Mr. Cray. I knew he knew what the progress of the certificate 
would be, or was. That was my reason in asking. 

Mr. McGraw. You stated that the applic ation for an amendment 
was withdrawn later? 

Mr. Cuay. Yes; it was. 

_ Mr. McGrain. Against your advice to your company, though; was 
it not ¢ 

Mr. Cray. I recommended that we develop further information, 
and they decided not to. 

Mr. McGrain. But subsequently they reinstated their request for an 
amendment; did they not ? 

Mr. Cray. That is correct. 

Mr. McGram. And finally, although after you left as a WOC, the 
amendment was allowed ; is that correct ? 

Mr. Cray. That is correct. But after that time, an expansion goal 
had been established for research and development labs, which was 
the part covered. 

Mr. Materz. Mr. Clay, were you seeking to get the Chemicals Divi- 
sion of NPA to support your application - 
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Mr. Cray. At what time? 
Mr. Materz. August 22, 1952. 

Mr. Cray. I would say “No,” sir. 

Mr. Maretz. What did you mean by a statement in your memoran- 
dum, then, “If we get Chemicals to support it, it’s in”? 

Mr. Cray. “We” is a very broad aaenaindindion of the company. 
I was not inferring at all that it was a physical effort of mine to 

et it. 

' Mr. Materz. You were not referring to yourself? 

Mr. Cuay. No. It was just a broad “company.” 

Mr. Maerz. You were suggesting to get the Chemicals Division 
to support it; is that right ? 

Mr. Cray. To give them the further information that was re- 

uired. 

‘ Mr. Materz. Then again I repeat, “If we get Chemicals to support 
it, it’s in.” Now, does the word “support” imply that all that was 
necessary was to furnish further information ? 

Mr. Cray. I couldn’t recall the whole thing at that point. 

The Cuatrman. You do not recall the whole thing. But can you 
answer the question that has been asked ? 

Mr. Cray. I would like to have that one repeated. 

The CuarrMan. Repeat it, Mr. Stenographer. 

(The reporter read the question.) 

Mr. Cray. I think that was a pretty broad assumption on my part, 
because I am sure that there would be many more factors involved. 

Mr. Maerz. And is it still your testimony, Mr. Clay, that your 
only function was to act as a conduit between NPA and National 
Starch Products in connection with this tax amortization certificate? 

Mr. Cray. Yes, sir. 

Mr. Matetz. That was your only function ? 

Mr. Cray. That is right. 

Mr. McGraiz. And your only activities were to inquire of the 
appropriate Government officials as to what additional information 
~ company could supply in furtherance of their application; is 
that it ? 

Mr. Cray. That is right. 

The CuHarrman. I want to be sure of your answer, because there 
are many other questions that we might ask you that might militate 
against that answer. Be very careful. Do you want to reconsider 
that answer ? 

Mr. Cray. Sir, as I have endeavored to point out, a lot of time has 
transpired and the details are not clear in my mind. 

The Cuarman. All right. 

Mr. McGraw. Who was Frank Bennett, referred to in the memo- 
randum ? 

Mr. Cray. The Frank Bennett referred to in there was either a 
career employee, or had been, and they had an alumni association, 
that went back to the WPB days, that met occasionally. 

Mr. McGrain. You suggest to your company treasurer that you 
could arrange an off-the-cuff get-together with officials of Chemicals. 
What did you have in mind in that, by “officials of Chemicals” ? 

Mr. Cray. Just simply to talk to some of the people more leisurely 
than in the face of the day-to-day operations there, which were 
very hectic. 
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Mr. McGram. Did you arrange any informal, off-the-cuff confer- 
ences of that nature for any other company other than your own? 

Mr. Cray. Not that I recall. 

Mr. McGraw. Did you serve as a conduit between NPA and any 
other company other than your own with respect to a tax amortization 
application, or any other matter before NPA ¢ 

Mr. Cray. I don’t believe so. 

The Cuairman. Did this off-the-cuff discussion between your com- 
pany’s president or any officer of your company and any official of 
the Chemicals Division of DPA take place? 

Mr. Cray. I don’t recall. 

The CuarrmMAn. You do not recall whether the off-the-cuff confer- 
ence took place ¢ 

Mr. Cray. No, sir. 

The Cuarrman. Why did you speak of an off-the-cuff conference ? 

Mr. Cray. I think it was just a choice of words I made in writing, 
a very hasty memorandum. 

The CuarrmMan. The company sent copies to you of their communi- 
cations with NPA, did they not, regarding their tax amortization ap- 
plication, and otherwise kept you informed of all the developments? 

Mr. Cray. I think they kept me informed of the major developments. 

Mr. McGrain. Were the officials, or your superiors at NPA, aware 
of your activities for your company on this application ? 

Mr. Cray. It was a matter that was discussed before I accepted the 
WOC appointment. 

The Cuarrman. So they knew about your appointment ? 

Mr. Cray. That is right; because the company had made it clear 
that they wanted to complete the processing of this material and were 
reluctant to release me for Government service until that was done. 

Mr. Keratine. They made that clear at home? 

Mr. Cray. It was a subject of some conversation in which I believe 
I was the representative of the company. They made it clear to me 
in the first place. 

Mr. Keatina. In other words, they did not want you to come down 
here and take this position until they had completed their tax amorti- 
zation program ? 

Mr. Cray. That is correct. 

Mr. Keatine. And it was only because you were asked by someone 
in the Department to come down here that they finally released you 
before this work was completed ; is that correct ? 

Mr. Cray. That is essentially correct, yes. 

Mr. Keatrne. Was the National Production Authority connected 
with the Secretary of Commerce, or was it entirely independent of 
the Secretary of Commerce? 

Mr. Cray. I believe that my WOC appointment was signed by Mr. 
Sawyer, who was Secretary of Commerce. 

Mr. Keratrne. Mr. Charles Sawyer was the then Secretary, was 
he not? 

Mr. Cray. That is correct. 

Mr. Keatine. Did you have any contact with him at all? 

Mr Cray. I have never met Mr. Sawyer. 

Mr. McGraw. With whom did you confer regarding this matter, 
that you wanted to continue working on your company’s application 
after you came down here? 
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Mr. Cuay. I will have to use the best of my memory on that, and [ 
believe it was Mr. Charles Lewis, and the second party, I believe— 
and it is a little hazy—was Mr. Fred Fraley. 

Mr. McGraiv. Mister who? 

Mr. Cuay. Fred Fraley. 

Mr. McGrait. What was his position? 

Mr. Cray. I believe at that time he was Deputy Director of the 
Chemicals Division. 

Mr. McGrait. And did they approve your plan to continue working 
on your company’s application ? 

Mr. Ciay. To follow it, or monitor it, as long as I had no official 
contact with the application. 

Mr. McGraw. This was Mr. Charles Lewis’ advice to you? 

Mr. Cray. I wouldn’t single it out specifically as Mr. Lewis. There 
were several discussions of the matter at which I think both were 
present, and maybe more. 

Mr. McGraiw. And Mr. Lewis was the man who was your assistant 
when you became a WOC? 

Mr. Cuay. He was my deputy. 

Mr. McGraiw. After you became a WOC, did anyone call your 
attention to the prohibition against the WOC taking any action with 
respect to a company application before NPA ? 

Mr. Cuay. Yes. In the indoctrination that I had with the Assist- 

ant Administrator for Administration, this whole thing was very 
carefully pointed out. In fact, he has a memorandum, I believe, of 
Febr uary 25 which stated that in any matter relating to your company 
in which you are asked to take official action, that. you disqualify your- 
self, which I did on several occasions as Director, but in different 
matters. 

Mr. McGrait. It was your position, then, that you could perform 
company activities before NPA as long as you did not do it in your 
official WOC capacity: is that right ? 

Mr. Cray. I would go further than that and say as long as I did 
not do anything where ‘I sat in on judgment or in any official capacity 
for the Government, with my company. 

Mr. McGraw. You might prepare a memorandum on the subject 
for some other official to pass on, but you could not make the final 
decision on your company’s application; is that it ? 

Mr. Cray. I am sure it is. 

Mr. McGratw. I am sorry. 

Mr. Cray. I am sure it is. 

Mr. McGraw. Mr. Chairman, at this point I would like to introduce 
these documents that we have just gone into, the one of July 1, 1952; 
August 8, 1952; and August 22, 1952. 

The CHarrMaAn. Accepted. 

(The documents referred to are as follows :) 

JULY 1, 1952. 


TO Ss. ae 

I am sending you a photostat of pages 1 and 2 of the Necessity Certificate No. 
TA-NC-17790. The balance of the papers received with the Certificate were 
copies of the Appendix A which you no doubt have a copy of. 

In trying to check through their calculations as to exactly what they considered 
44 percent, subject to amortization, we find that their total is $255,120 which com- 
pares very closely to the total chargeable to PVE of $252,875. If this assumption 
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is correct, it appears that the laboratory amortization is being deferred pending 
further consideration. 
Would you check this through as quickly as possible and let me know? 
CGH. 
P. S.: Also enclosed is another copy of the Necessity Certificate for Mr. William 
Bailey. 





DEPARTMENT OF COMMERCE, 
NATIONAL PRopUCTION AUTHORITY, 
Washington 25, August 8, 1952. 
Mr. JAMES DILLON, 
National Starch Products Inc., 
270 Madison Avenue, New York 16, N. Y. 

DeAaR Jim: Confirming our telephone conversation on Thursday, it is impera- 
tive that we document certain information to support the unfinished part of our 
TA. The policy in the handling of laboratory TA’s is rather rigid and has been 
drawn up by laymen, and unfortunately does not take into consideration the 
technical or scientific aspects of the problem. Bailey is very much upset about 
this, and as you will note, when he couldn’t see me he went to the extent of 
writing a memorandum giving some suggestions. I will endeavor to outline 
what we must do, but if there is any question in your mind, I would suggest 
that you either telephone Bailey, or even consider visiting with him as soon as 
you can. I know that you plan to be gone the better part of next week, and I 
myself will not be back from the west coast until Wednesday afternoon or 
Thursday morning. 

It has been suggested that we endeavor to break down the percentage of the 
work to be done at the loboratory into three groups. First, the percentage 
which could be considered as direct military, including such operations as the 
armed forces, QM and Navy contracts, also any work which we must do to 
develop adhesives to meet requirements of our customers for direct military 
efforts. The second would be control work contribuiting to the defense. This 
is rather difficult, but I would assume there is a direct tie-in with the new PVE 
plant. The third is research and development work and it has been pointed 
out that any work which would be of any value to the company would not be 
allowed and the only thing allowable under this would be work of direct benefit 
to the military. My own thinking is that our own work on adhesives, particularly 
of the resyn type, is so directly connected with possible or potential military 
uses that we could almost include all resyn adhesive work with any possible 
bearing on military applications, direct or indirect, under this group. In my 
opinion our production of resyn adhesives coatings, ete., is also like iron or 
steel, convertible to almost complete military end use. Furthermore, it is my 
belief that somewhere in the correspondence from the military the statement is 
made that our company was selected because of our outstanding experience 
and facilities in the field if military adhesives and packaging. 

[Appears inadvisable to proceed—FG, AAH, CGH, JD 8/13. Am not dis- 
couraged—JCC 8/16—keeping applic in for 2 more weeks anyhow. (Handwritten 
postscript. ) ] 

I would not hurry unduly to submit the necessary information since the 
processing, due to vacationing of one of the people involved in the Chemical 
Division, will be held up until the 25th. However, I would give it a great deal 
of thought, and would suggest that you contact Bailey when submitting the 
original, and the necessary copies should be sent to Defense Production Authority 
and reference made to our TA No. 17790. Two additional signed copies should 
be sent to Bailey directly so that he can have this information to commence 
early processing. It might take up to 2 weeks for the original to reach him 
through regular channels and he can act from the signed copies. 

Another point to be emphasized throughout is the fact that a very substantial 
percentage of the activities of this laboratory are directly related to the PVE 
plant, and that the DPA has already certified that operation. Futhermore, the 
new certified plant could not operate without the support of this laboratory. 

Sincerely, 





3. 6: 
JOHN C. Cray. 
ce :CGH 
Mr. Dillon: Mr. Clay dictated this just before he left for San Francisco and 
did not see the finished product. The subject is unfamiliar to me, however, he 
was sure you would note any discrepancies. 
LuctnpA LUDLUM. 
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[In discussing the laboratory policy matter with one of the men in NPA the 
fact was mentioned that you had told of your negotiations with the Air Force 
and Navy, in which it was pointed out in substance that they would like to have 
work done on their special adhesives problems so that military specifications 
would, as in the past, result. 

But, more than this, that they may not know what their adhesives problems 
are, and that a research and development lab could be highly valuable in antici- 
pating needs of the military, whereby problems dealing directly with defense 
might be solved before the military knew the problems existed. 

(The reason [ feel so strongly about this is that I once solved an antiaircraft 
tube-protector adhesive problem two years before it was suddenly such a critical 
problem that automatic machines would not function. ) 

It is suggested that some support for the research and development activity 
as being related to defense might be produced by asking the military to state in 
a letter what assurances if any were given by them that this was part of the 
activity they expected from the contract; assuming that such a statement is not 
part of the contract. 

Otherwise research and development as such will have little or no chance for 
certification. [(Handwritten note attached to above letter.) ] 





NATIONAL STARCH PRODUCTS, 
August 22, 1952. 
To: C. G. H. 

I have had several talks with Joe Rand, who is Dir. of DPA’s Post Certification 
Division. He has examined his file on our TA and thinks we have a good case. 
If we get Chemicals to support it, it’s in. I still feel we can get together suffi- 
cient info without too much trouble to satisfy Chemicals and get a substantial 
endorsement. 

On Thursday evening at 6 p. m. Chemicals is having a farewell party for 
Frank Bennett, which would be an excellent time to discuss the whole matter 
with the people in Chemicals or, better yet, if you or a designee came down in 
the afternoon, it could be done formally then, and off-cuff later. 

On the other hand, if you are still cold to the idea, would suggest holding for 
further discussion when I’ll be in N. Y., September 15. 


JOHN. 

Mr. McGraw. Your company kept you informed as to the develop- 
ment of the application from their end, did they not, while you were a 
WwoOc? 

Mr. Cray. In general, yes. 

Mr. McGraw. Will you refer to the letters dated September 16, 
1952, and October 22, 1952, addressed to Mr. William E. Bailey, 
Chemical Division, NPA, from your company ? 

Mr. Chairman, I do not think it is necessary to read these. They 
are simply informative statements to Mr. Bailey regarding the ap- 
plication which was pending. Copies were sent to Mr. Clay. 

Do you have those documents, Mr. Clay ? 

Mr. Cray. Yes, I do. I have the September 16th. 

Mr. McGram. And your company forwarded copies of these docu- 
ments to you? 

Mr. Cray. It is so identified here at the top. 

Mr. McGrai. And this is illustrative of the point that they were 
keeping you informed from their end of the status of the applica- 
tion and the problems they were having regarding it? 

Mr. Cray. That is right, yes. 

ne a ee Mr. Chairman, may I introduce these two docu- 
ments 

The Cuarrman. Yes. They will be accepted. 
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(The documents referred to are as follows :) 
SEPTEMBER 16, 1952. 


Re necessity certificate No. TA NC—17790 (our application No. TA-17790, filed 
January 31, 1952) 


Mr. WILLIAM E. BAILEy, 
Chemical Division, National Production Authority, 
Room 2W12, New GAO Building, Washington, D. C. 

Dear Mr. BAILEY: This is with reference to our above-identified application 
for a necessity certificate in connection with an addition to our plant in Plain- 
field, N. J., as well as the construction of a research and development laboratory 
at that same location. 

On June 26, 1952, a necessity certificate was issued to us on this project, with 
the statement that 45 percent of the cost was found to be attributable to defense 
purposes, and with the further provision that “the above 45 percent relates only 
to the certification of 44 percent of the actual cost of the facilities * * *.” 

Since we feel that the limitation of the certificate to only 44 percent of the proj- 
ect does not appear reasonable, we have decided to submit further data to sub- 
stantiate our request for tax amortization on the entire project. We hope to 
have this additional data assembled shortly and will write you again at that 
time. 


Very truly yours, 
NATIONAL STARCH Propucts, INC., 


A. M. SHELBY. 


OcTOBER 22, 1952. 
Re Necessity Certificate No. TA NC-17790. 
Mr. WILLIAM BE. BaIrLey, 
Chemical Division, National Production Authority, 
Washington, D. C. 

Dear Sir: On September 26, 1952, we wrote to you with regard to the above 
identified necessity certificate, which has been granted to our company on June 
26, 1952. 

Although our application of January 31, 1952, which resulted in the above- 
mentioned necessity certificate, dealt with two types of facilities, one being a 
manufacturing facility and the other a research laboratory, the certificate was 
granted only for the manufacturing facilities. 

Our letter of September 26, 1952, consisted therefore of an appeal for recon- 
sideration of that part of our original application which referred to the research 
laboratory. In the letter of September 26, as well as in the original application, 
we explained in some detail the relation of the work done at the research 
laboratory to the national defense. However, we now understand that we are 
required to furnish some specific documented figure, representing the percentage 
of the work done in the laboratory going directly to the national defense effort, 
as against the percentage going to civilian channels. By the very nature of 
our business, it is impossible to ascertain such a specific figure, since the military 
and civilian uses of our products are inextricably interwoven. Practically every 
adhesive we manufacture has a potential military use, and is evaluated for such 
uses, but to follow the progress of each pound of adhesive sold to its ultimate 
end use, whether military or civilian, would be an almost impossible task. 

Therefore, although we are convinced that a significant portion of our work 
at the research laboratory in Plainfield, N. J., is directed toward the national 
defense effort, we do not feel that it would be practicable to attempt to meet 
the demand for specific figures, and we here withdraw our request of Sep 
tember 26, 1952, that the necessity certificate be extended to cover our research 
laboratory at Plainfield, N. J. 

Respectfully yours, 
NATIONAL STARCH Propucts, INC. 
ALBERT M. SHELBY. 


Mr. McGram. Mr. Clay, were there any other company tasks or 
undertakings that you performed while you were a WOC down here? 
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Mr. Cuiay. I think there were some minor ones; yes. 

Mr. McGrain. Would you state what they were’ 

Mr. Cuay. I can only recall to the best of my memory that the com- 
pany was interested in the possibility of getting additional supplies of 
tapioca and perhaps arrowroot. I talked to some people in the For- 
eign Division about that, and then later some people from the point 4 
program came in, and they were highly desirous of interesting our 
company in investing money in Latin America. 

The Cuamman. What was your title at the time in Government 
service when you interested yourself in your company’s applications, 
as you have indicated ? 

Mr. Cxiay. I am sure I did not do this in my status as a WOC. 

The Cuarrman. What were you then? A WOC? 

Mr. Cuay. I was serving as a WOC director. 

Mr. McGraw. What precise action did you take at your company’s 
request on that matter ¢ 

Mr. Ciay. Simply to ask if studies were being made on the avail- 
ability of tapioca and arrowroot and what might be done; could we do 
anything to bring more out of the countries where it was produced or 
grown? 

The Cuatrman. The company did not need you for that; they could 
have gotten that information from other sources, could they not, or 
through other sources ¢ 

Mr. Cray. Very easily. 

The Cuatirman. What is that? 

Mr. Cuay. Very easily. It was no problem, getting it. ‘The Gov- 
ernment was very desirous of fostering such arrangements. 

Mr. Keating. You were just the closest errand boy ? 

Mr. Cray. I was here. 

Mr. Scorr. I was going to make the same observation. 

Mr. McGraw. Did you confer with some other Government official 
on this matter in order to get the information ? 

Mr. Cay. Yes, sir; I did. 

Mr. McGratn. Did you identify yourself as the representative of the 
company or as the Director of the Containers and Packaging Division 
of NPA? 

Mr. Ciay. Knowing the person very well, I don’t think it was ever 
a matter of identifying myself. I certainly told him the interest was 
on the part of my company. 

Mr. MoGrain. Do you have a memorandum dated February 27, 
1953, to you, from F. G., F. G. being the president of the company ; 
is that correct ? 

Mr. Cuay. Yes, sir. 

Mr. McGratt. What is his full name? 

Mr. Ciay. What was the date, sir? 

Mr. McGrain. February 27, 1953. 

Mr. Cray. I have one here; yes. 

Mr. McGratt. It isa short 

Mr. Ciay. Yes. 

Mr. McGraw. Who is F. G.? 

oe Cray. He is the president of our company; Mr. Frank Green- 
wall. 
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Mr. McGraw. The document is short, and it is as follows: 


Next time you come up, talk to me re Ed. Tinker. We should certainly keep 
up this connection. 

What was that matter all about? 

Mr. Cuay. This matter involved—Mr. Tinker is the executive sec- 
retary of the American Paper and Pulp Association. In preparing 
for this annual meeting in New York, they had some difficulty over 
a speaker and were looking for someone from Government to address 
them, and I was asked if I could recommend a possible speaker. 

Mr. Scorr. It happens to us all the time. 

Mr. Kratine. We have not been called before a congressional com- 
mittee to explain it, though. 

Mr. Scorr. We may yet, the way things are going. 

The CHarrMAN. You can’t tell. 

Mr. Keating. Did you get a speaker ? 

Mr. Cuay. Yes, sir. 

Mr. Kratine. I congratulate you. 

Mr. Cray. A very effective one. 

Mr. Scorr. Has he been investigated yet ? 

Mr. Cray. I think he would say rhe has. 

Mr. Keatrne. If the starch company dispenses with your services, 
come around and see me. I need somebody on my staff to get speakers. 

Mr. Cray. It is not always easy, sir. 

The Cuarrman. Well, sometimes those who come to scoff remain 
to pray. 

Mr. Scorr. How do you spell “pray,” Mr. Chairman? [ Laughter. | 

The CHarrMan. Any way you want it. 

Mr. McGrait. May I refer you, Mr. Clay, to a letter to you dated 
June 3, 1952 ¢ 

Mr. Cuay. Yes, sir. 

Mr. McGraw. May I read that, Mr. Chairman: 


DEAR JOHN: How do you want to handle this matter with MCA? In going 
over it, it seems that our setup for payroll between $250,000 and $500,000 is 
quite in order, and accordingly, on this basis our fee for the forthcoming year 
should be $700, as per the schedule which you drew up and which I am returning 
herewith. 

Will you line this up with Crass? 

You, of course, well understand that this is not our total payroll, but the pay- 
roll of the company which is applicable to the chemical industry. 

Mr. Clay, that is signed by A. A. H. Is that Mr. Halden? 

Mr. Ciay. Yes, sir. 

Mr. McGrat. He is vice president of the company ? 

Mr. Cray. Executive vice president. 

Mr. McGraint. And it is addressed to you as Director of the Con- 
tainer and Packaging Division of NPA? 

Mr. Ctay. Iam sure that is just a mailing address. 

The Cuarrman. It was a what? 

Mr. Cruay. A mailing address. It was not a matter of any Gov- 
ernment work. It is Just a continuation of some duties that I per- 
formed for the ¢ ompany. 

Mr. McGrat. So you did continue some of your regular company 
duties while you were down here / 

Mr. Cray. This was simply that before I came down here, the 
problem of figuring our dues to the Manuf: icturing Chemists Asso- 

67271—56—pt. 33 
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ciation arose, and being a very small manufacturer of chemicals, we 
did not feel able to pay the dues on the same basis as major producers, 
and we were prorating on the basis of the number of our employees 
that were actually involved in manufacturing chemicals. I was the 
only one that had the information. 

Mr. Scorr. In effect what he is saying is, “Before you left us, you 
were handling certain matters, and we are not quite sure how they 
were handled; and will you refresh our recollection or tell us if this 
is the way we were doing it, and is this O. K.?” Isn’t that about it? 

Mr. Cray. That is correct. And the answer only took 5 or 10 
minutes. 

Mr. McGraw. Did you perform any other routine company tasks 
having to do with relations with Government while you were down 
here ¢ 

Mr. Cray. There would be one other continuing one which might 
be of interest to the committee, and that would be discussions with 
the Department of Agriculture that were started before I came down 
or had any thought of coming down in regard to a possible certificate 
for our corn milling plant. However, that was never filed. 

Mr. McGrait. May I refer you to a memorandum dated June 4, 
1952, addressed to you and also Mr. Halden from J. D., who I pre- 
sume was James Dillon, secretary of the corporation ? 

I would like to read the document: 

We understand through other sources that Monsanto has applied for a TA 
on vinyl acetate at Texas City. They had previously applied for one at Muscle 
Shoals (process from Carbide). The Texas City process is from natural gas 
and the TA application coincides with Monsanto canceling its plant for vinyl 
chloride at Texas City. 

Do you recall receiving this memorandum ? 

Mr. Ciay. Not specifically, but I assume I did receive it. 

Mr. McGrain. Do you know why the information was sent to you 
while you were a WOC? 

Mr. Cray. I am sure it was sent to me in the hopes that I would 
supply the information they wanted, or would know what it was. 

The Cuarmman. Would you say that was a errand boy’s job? 

Mr. Cray. Yes, sir. But I would like to add that to this day I 
don’t think I ever would have had access to the information. 

The CHarrmMan. You would not have had access to the information 
had you not been a WOC, would you ? 

Mr. Cuay. As a WOC, I would not have had access to the informa- 
tion. The only way I could have possibly 

The CHatrman. I mean, the ordinary errand boy could not have 
gotten that information, could he? 

Mr. Cuay. No, sir. 

The CHarrmMan. Go ahead. 

Mr. Keatine. And you could not get it, either ? 

Mr. Cuay. No, sir. And I am almost certain I would never try to. 
I disqualified myself repeatedly from anything that had anything to 
do with vinyl acetate. 

The Cuatrman. Did your company know that you could not get it? 

Mr. Cray. I cannot answer that. 

: Mr. McGrai. You said you disqualified yourself. How did you do 
that ? 
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Mr. Cray. By simply refusing to look at any documents that in- 
volved vinyl acetate, which is a material the company was very vitally 
interested in. I would not trust myself with the information. 

Mr. Materz. Did you inform your company, by memorandum or 
otherwise, that you could not get the information they requested con- 
cerning the tax-amortization certificate filed by Monsanto é 

Mr. Cuay. I don’t recall specifically. 

Mr. Maerz. Do you have any specific data which would indicate 
that you did disqualify yourself from getting ne information ? 

Mr. Cuay. No. I am speaking in gener al. I don’t recall 

Mr. Maerz. Let us talk about this document. 

Mr. Cuay. I can’t recall the exact document. 

Mr. Maerz. You do not recall the document. But you were re- 
quested by your company to get infor mation concerning a tax amorti- 
zation certificate filed by Monsanto Co.; is that right ? 

Mr. Cray. I don’t see where it asks me to give . them an answer. 

The Cuarrman. Do not characterize it unless—— 

Mr. Kratine. He has been asked to characterize it. Let him answer 
the question. 

The CHarrman. Answer the best you can. 

Mr. Cuay. Can this be read? Maybe I would understand it better. 

Mr. McGraw. We have already read it, Mr. Clay. 

Mr. Cray. Sorry ? 

Mr. MoGrat. I have already read it. If you want to read it, it is 
all right. 

The Cuairman. Take your time to read it and give us your answer. 

Mr. Cray. I don’t see any request for a reply. 

Mr. McGram. Mr. Clay, you stated a few moments ago when I first 
referred you to this document that you were being asked by your com- 
pany to get this information. That is what led us to these other 
questions. 

Mr. Ciay. [I am sorry that I gave you that impression. 

Mr. Materz. Why was your company 

Mr. Keating. Is that a long letter? 

Mr. Cray. No, sir. 

Mr. Keatine, Will you read it again? 

The Cruarrman. Read it, Mr. Clay. 

Mr. Cray. The one I have before me, as a matter of fact, is ad- 
dressed to an “E. M.,” who is a Miss Mitchell, our director of pur- 
chases, with copies to Mr. Halden and myself. It says: 








We understand through other sources that Monsanto has applied for a TA 
on vinyl acetate at Texas City. They had previously applied for one at Muscle 
Shoals (process from Carbide). The Texas City process is from natural gas 
and the TA application coincides with Monsanto canceling its plant for vinyl 
chloride at Texas City. 

Signed, “J. D.” 

_ Mr. Keatrne. It was addressed to some secretary, then. And who 
is J. D.? 

Mr. Cray. At that time, I believe he was secretary of the company. 

Mr. Kratine. And it was addressed to some young lady in the office ? 

Mr. Cray. You flatter her. 

Mr. Keatrna. I beg your pardon? 

Mr. Cray. You flatter her. 
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Mr. Keatine. And a copy of it was sent to you along with two or 
three others? 

Mr. Cuay. Yes, sir. 

Mr. Keratrne. It was not a request to you to do anything, though, 
was it? 

Mr. Cuay. No, sir. 

The Cuarrman. But you said in your testimony, in answer to the 
question, that you felt you should disqualify yourself from getting 
any information concerning any tax-amortization application of the 
Monsanto Chemical Co.? Did you do anything with reference to the 
request embodied in that communication ¢ 

Mr. Cray. I am quite sure that would be my—lI don’t recall doing 
anything on it. 

The Cuamman. But the reason why you did not do anything was 
because you felt you should be disqualified from getting information 
concerning a tax amortization of Monsanto Chemical? Is that cor- 

rect ? 

Mr. Cray. Certainly on the subject. 

The CuHarrmMan. What is that? 

Mr. Cray. Certainly on the subject, I would expect to. I wouldn’t 
want to have the information on viny] acetate. 

The Cuairman. In other words, you feel that on the subject of the 
tux amortization of Monsanto Chemical Co., you felt yourself dis- 
qualified ? 

Mr. Cray. I felt myself disqualified to search for any competitive 
information on vinyl acetate. 

The Cuarrman. That is an answer. You did not feel yourself 
disqualified from getting information concerning a tax-amortization 
application of your own company? 

Mr. Cray. Yes, sir. 

The Cuatrman. Thank you. 

Mr. McGratn. I would like to refer you to a document dated July 
21, 1952, addressed to John Clay. Do you have that document? It is 
from the president of your company, Mr. Greenwall: 

Drak JoHN: Have your note and I have entire confidence in your ability to 
handle some of these difficult situations, such as you mention; in fact that is the 
reason you were expected to do a good job. Next time you come up here I would 
very much like to sit down and talk to you for a while. If there is anything special 
in Washington, let me know a little in advance and I will try to come down. It 
really is a very short trip. 

F. G. 


Mr. Keartne. You let him know there was something special in 
Washington almost any time; did you not? 

Mr. Cay. Yes, sir. That has been my habit in the 19 years I had 
been with them, to keep them informed of anything of special interest ; 
certainly not of any confidential information. 

Mr. McGrain. Of special interest to the company ? 

Mr. Cray. I can’t recall what this is. I have searched myself to try 
to recall this particular memorandum. 

The Cuatrman. Did you receive that memorandum ? 

Mr. Ciay. Iam quite certain I would. I can’t recollect the incident 
at all. 

Mr. Scorr. In effect what he is saying to you is, “What is new in 
Washington ;” is it not? Again that is the question we get every time 
we go home. 
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The Cuatrman. I am not so naive as to think it is only a routine 
question, “What’s new in Washington.” 

Mr. Scorr. Is there anything else in there exc ept “What’s new in 
Washington ?” 

The Cuatrrman. We cannot take just one letter by itself. We get a 
sort of chain. 

Mr. Cray. I often confide with the president of my company and 
ask him for advice, personal as well as business. 

Mr. McGrait. Was President Greenwall of your company one to 
write you yom! 

Mr. Cray. I would say in the course of my business today, I prob- 
ably get 3 or 4 memors andums a day from him. 

Mr. McGrait. When you were a WOC, did you get 3 or 4a day? 

Mr. Cuiay. No, sir; very infrequently. 

Mr. McGrat. I beg your pardon ? 

Mr. Cuay. Very infrequently. 

Mr. McGraw. So—— 

Mr. Cray. He came to Washington occasionally on other business, 
with which I had no relation. 

Mr. McGrain. Does that indicate to you when he wrote this letter 
to you and referred to “difficult situations,’ he was concerned with 
matters pertaining to his company, that you were active about while 
down here? Would that be a reasonable surmise ? 

The CwHairman. The letter speaks for itself. Go ahead. Next 
question. 

Mr. McGratt. At this point, Mr. Chairman, I would like to intro- 
duce these documents which we have just gone over: A memo to Mr. 
Clay from the president of the company dated February 27, 1953; a 
letter to Mr. Clay from A. A. H., dated June 3, 1952; a memo to E. M., 
copy to Mr. Clay, from J. D., dated June 4, 1952; and a memo to Mr. 
Clay from F. G., dated July 21, 1952. 

The CHarMan. Accepted. 

(The memorandums referred to are as follows:) 

FEBRUARY 27, 1953. 
Mr. JOHN CLAY, 
Washington: 

Next time you come up, talk to me re Ed. Tinker. We should certainly keep up 

this connection. 
PP. @: 
JUNE 3, 1952. 
Mr. JOHN CLay, 
Director, Container and Packaging Division, 
National Production Authority, Department of Commerce, 
Washington, 25, D. C. 


Deak JOHN: How do you want to handle this matter with MCA? In going 
over it, it seems that our setup for payroll between $250,000 and $500,000 is 
quite in order, and accordingly, on this basis our fee for the forthcoming year 
should be $700, as per the schedule which you drew up and which I am returning 
herewith. 

Will you line this up with Crass. 

You, of course, well understand that this is not our total payroll, but the pay- 
roll of the company which is applicable to the chemical industry. 

A. A. H. 
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JUNE 4, 1952. 
C: AAH 
JCC 
We understand through other sources that Monsanto has applied for a TA 
on vinyl acetate at Texas City. They had previously applied for one at Muscle 
Shoals (process from Carbide). The Texas City process is from natural gas and 
the TA application coincides with Monsanto cancelling its plant for vinyl chloride 
at Texas City. 
J. D. 


JULY 21, 1952. 
To: John Clay. 
From: F. G. a 

Dear JoHN: Have your note, and I have entire confidence in your ability to 
handle some of these difficult situations, such as you mention, in fact that is the 
reason you were expected to do a good job. Next time you come up here I would 
very much like to sit down and talk to you for a while. If there is anything 
special in Washington, let me know a little in advance, and I will try to come 
down. It really is a very short trip. 

F. G. 
kk 

Mr. McGrat. I would like to refer you to a letter on the Depart- 
ment of Commerce stationery, Mr. Clay, from you to the vice president 
of your company dated October 27, 1952. The letter is as follows , Mr. 
Chairman: 

I am sorry that I didn’t speak to you personally just before leaving Saturday 
night. I wanted to thank you for inviting me to the staff meeting. I was very 
much impressed and realize that many people put in a good deal of time preparing 
for this meeting. The matter discussed certainly brought me up to date and 
made me very anxious to get back to the company. 

Thought you would be interested in the attached, and would appreciate your 
showing it to F. C. as well. 

With kindest personal regards. 

Sincerely, 
JOHN C. CLay. 

Do you recall writing that letter, Mr. Clay ? 

Mr. Cray. No, sir; L do not. 

Yes; I recall writing the note itself; not the attachment. I have no 
idea what the attac hment i is. 

Mr. McGratn. You do not recall what you attached to this letter? 

Mr. Cray. No. I presume it might have been a note or something 
concerning- 

Mr. McGrait. Did you, while a WOC, frequently attend staff 
meetings of your company up in New York? 

Mr, Ciay. Not frequently, and also these meetings, as was our com- 
pany custom, were always held on weekends. 

Mr. Scorr. May I ask for clarification, doesn’t the word “WOC” 
mean without compensation? And if it does, is there any regulation 
of Government which prohibits a person serving without compensa- 
tion and thereby remaining on the payroll of the company, from at- 
tending meetings of the company or mone in touch with the presi- 
dent so that he will have a - when ets through serving the 
Government for nothing? Is there anything that “forbids that ? 


Must he have a complete divorcement from his company in all par- 
ticulars ? 

The CHAirmMan. The Chair will say that it is perfectly proper for 
WOC to do exactly what the gentleman from Pennsylvania said. But 
we are developing what the French call a milieu, a background from 
which spring certain facts, and we are giving all these documents to 
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indicate the nature of the activities of this gentleman while he was 
a WOC. You cannot take one letter se parately. These letters are not 
being offered in watertight compartments. There is a general relation 
between all of them. 

As additional testimony is unfolded, you will get the drift of this, if 
you will just be patient. 

Mr. Scorr. I was just wondering whether, when you come down 
here, you have to take some sort of governmental veil or decree of 
divorcement. 

Mr. Ciay. Mr. Scott, when I was back in New York, I was auto- 
matically off per diem. 

Mr. Maxerz. Mr. Clay, while you were down here, did you receive 
per diem from the Government ? 

Mr. Cuay. Yes, I did. 

Mr. Marerz. How much did that amount to? 

Mr. Cray. $15 a day when actively on Government business. In 
other words—— 

Mr. Maerz. You were down here, were you not, 7 days a week? 

Mr. Ciay. Not initially. 

Mr. Materz. Initially how many days were you here? 

Mr. Cray. I was working a 5-day week. 

Mr. Maerz. $75 a week. Did you also receive from the Govern- 
ment your travel expenses to New York and return every week ? 

Mr. Ciay. That is correct. 

Mr. Matetz. How much did that amount to? 

Mr. Ciay. I would say in the neighborhood of $30. 

Mr. Maerz. You received about $105 a week from the Govern- 
ment; is that right? 

Mr. Cray. Yes, sir. 

Mr. Maerz. In addition to the salary which you were obtaining 
from National Starch Products ? 

Mr. Cray. That is correct. 

Mr. McGratnt. Mr. Clay, let me refer you to a letter dated April 
16, 1953, addressed to “Dear Bob.” 

Mr. Ciay. That was “Dear” who? 

Mr. McGratt. “Bob.” 

Mr. Keattne. Who is Bob? 

Mr. McGrat. He is an employee of the company. 

Mr. Cray. Yes, sir. 

Mr. MoGratn. Now, without referring to Bob by name—I do not 
think it is necessary—would you explain what this matter was all 
about ? 

Mr. Cray. Yes, sir. Working very closely with the military serv- 
ices, I know that they have a very important need for engineers in 
particular who are trained in the packaging field, and knowing that 
this fellow, Bob Forsyth, was such an engineer and had been induced 
into the Army, I wanted to do anything I could to help the military 
get the use of his services and also give the boy a chance to exercise 
his technical ability. 

Mr. McGraw. This man was an employee of your company, and he 
had been inducted a few months before; is that correct ? 

Mr. Cray. I believe that is correct. 

Mr. McGratw. And it was your purpose to have him transferred to a 
technical branch of the service; is that correct ? 
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Mr. Cray. A specific technical branch. 

Mr. MoGratn. And you were asked to do this by your company ? 

Mr. Cray. I think it was just brought to my attention. 

Mr. McGrait. You mean, your company sent you down this in- 
formation about the man who was being: 

Mr. Cray. I did not write this letter. I don’t know who wrote it. 
I can only assume the man who signed his initials “H. R. 8S.” wrote it 
to Forsyth and gave me a copy. 

Mr. Keatine. I do not understand. In a court of law you could 
not put in any evidence such as this. It does not have any bearing 
on the issues. I do not object to it. But who is this H. R. S.? 

Mr. Scorr. H. R. S.—Hearsay rule, second grade. 

Mr. Keratine. I thought it was you. I thought you were asked. 
Mr. Cuay. No,sir. I believe that is Mr. H. R. Sampson, our director 
of personnel. 

Mr. Keratinc. Your director of personnel, writing a letter to this 
Bob Forsyth. What did hedo? Send you a copy of it? 

Mr. Cuay. That is correct. 

Mr. McGrat. Pursuant to this information, if not request, from 
your company, you then wrote a letter to the Office of the Assistant 
Chief of Staff of the Army, and it is dated May 1, 1953. 

Mr. Keatine. Let us hear what this letter says. I would like to 
see how it compares with the letters that we Congressmen get. 

The CHatrMANn. Read the letter. 

Mr. Cray. Do you want me to read it? All right. This is to 
E. F. DeAtley 

Mr. McGrarrt. Excuse me, Mr. Chairman, but I did not want to 
refer to the employee involved. If you will permit, I will read the 
second paragraph. 

The CuHatrmMan. Go ahead and read it. 

Mr. Keatine. What is the mystery? I do not understand it. 
What is the mystery about this employee? 

Mr. McGratt. I do not know who he is, Mr. Keating. I do not think 
it is necessary to bring his name in. 

Mr. Keatina. Is this something that will embarrass him? I do 
not want to bring out anything embarrassing. 

Mr. McGrat. I do not know whether it will or not. 

Mr. Keatinea. If you tell me it will, all right. Just call him Mr. X. 
He has already given his name. 

Mr. McGrai. In your opening paragraph you refer to the former 
employee of your company, and then you proceed to say: 

While 9 months’ experience in technical service work does not seem a very 
long time, still it would mean that the Army would have a man with 4 years 
of highly skilled training as a chemical engineer, plus almost another year in 
technical service work directly in a packaging field. To me it would seem a 
waste of manpower to use this fellow as a gun bearer. 

I am sure that you will pass the information along to where the matter can be 
considered. 

Sincerely yours, 








JOHN C. CLAY, 
Assistant Administrator, Chemical, Rubber, and Forest Products Bureau. 
And it was your purpose, therefore, was it not, to seek to have this 
man transferred from what you call a gun bearer’s type of work to a 
technical branch ? 
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Mr. Ciay. I brought it to their attention. 

Mr. McGram. And you did this in your official capacity as an 
Assistant Administrator of NPA? 

Mr. Cray. I couldn’t answer now whether that was my intention 
at the time or not. 

Mr. McGratin. Well, you signed it “Assistant Administrator” of 
NPA, did you not? 

Mr. Ciay. So it appears. 

The CHarrMan. Next letter. 

Mr. McGraiu. Let me refer you to a letter of April 29, 1953, to your 
company from, you. 

May I read this, deleting the name again, Mr. Chairman ? 

The CHarrMan. Yes. 

Mr. McGragu (reading) : 


S 

Thanks for your letter of April 23, and I am sorry to hear that you are going 
to lose Mr. X. About all I can say is please let me have his serial number and 
branch of service after he is inducted, and I will certainly do whatever I can 
to try and have him placed in one of the technical services. 

With kindest personal regards, 

Sincerely, 
JoHN C. CLay, 
Assistant Administrator. 

In this case, you were taking it upon yourself to initiate this action ; 
is that not true? 

Mr. Cray. Not seeing the other correspondence at the moment, I 
could not answer it specifically. 

Mr. Keatine. Is this the same one or a different one? 

Mr. McGrat. This is another one. 

Mr. Cuay. This is a very common thing. I do it all the time for 
people not within the company. 

Mr. McGram. Did you do it all the time while you were a WOC? 

Mr. Cuay. I have done it before. I have done it while I was a WOC 
and since trying to bring to the attention of the military 

Mr. McGratrt. As a WOC, you did it as an Assistant Administra- 
tor of NPA? 

Mr. Cuiay. As I mentioned earlier, I am not sure which way I did 
it. 

Mr. McGratn. May I introduce these documents? 

The Cuarrman. Yes. The letters that you referred to are all 
accepted in the record. 

(The letters referred to are as follows:) 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, October 27, 1952. 





Mr. Don PASCAL, 
Vice President, National Starch Products, Inc., 
270 Madison Avenue, New York 16, New York. 


Dear Don: I am sorry that I didn’t speak to you personally just before 
leaving Saturday night. I wanted to thank you for inviting me up to the staff 
meeting. I was very much impressed and realize that many people put in a 
good deal of time preparing for this meeting. The matter discussed certainly 
brought me up-to-date and made me very anxious to get back to the company. 

Thought you would be interested in the attached, and would appreciate your 
showing it to F. C. as well. 

With kindest personal regards. 

Sincerely, 
JOHN C. CLAY, 
Director, Containers and Packaging Division. 
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ee: JOC—This is the fellow I mentioned to you who had about 9 months 
experience in service work and was anxious to get into packaging work in the 
service if it is possible. His experience, of course, should be of some help to the 
government. His full name is , and he is stationed 
at Aberdeen Proving Grounds. He will be there for the next four to five waa 


APRIL 16, 1953. 

Dear Bos: We were very happy to receive your letter, and I have held it for 
a day waiting to write you so that Bill and the Service Department haven’t seen 
it as yet. Now that we have your Army serial number and at least a part of an 
address, we’re going to write John Clay in Washington to see what possibly 
can be done to get you into packaging work. 

We were, of course, glad to hear that Don’s list of duties was of some help 
but certainly hope that we can do a little more. 

Will look forward to receiving your next letter and hope that you’re acclimated 
by now. 

Cordially, 


May 1, 1953. 
Mr. E. F. DEATLEY, 
Chairman, Army Packaging Board, 
Office of Assistant Chief of Staff, Department of the Army, 
The Pentagon, Washington 25, D. C. 

DEAR Mr. DEATLEY: One of our chemical engineers, who has only been with 
the company for about nine months, has been drafted. His name is ____________ 
Pap , and his serial number is -__-__-_~-__. He is stationed at Aberdeen 
Proving Grounds, and I believe he will be there for the next two or three weeks. 

While nine months’ experience in technical service work does not seem a very 
long time, still it would mean that the Army would have a man with four years 
of highly skilled training as a chemical engineer, plus almost another year in 
technical service work directly in a packaging field. To me it would seem a 
waste of manpower to use this fellow as a gunbearer. 

I am sure that you will pass the information along to where the matter can 
be considered. 

Sincerely yours, 
JOHN C. Cray, 
Assistant Administrator, 
Chemical, Rubber, and Forest Products Bureau. 
JCClay : LL 
ee: (2) H. R. Sampson 


APRIL 29, 1953. 
Mr. F. R. LOETTERLE, 
National Starch Products, Inc., 
735 Battery Street, San Francisco, California. 

DeAR FRAN: Thanks for your letter of April 23, and I am sorry to hear that 
you are going to lose Harry King. About all I can say is please let me have his 
serial number and branch of service after he is inducted, and I will certainly do 
whatever I can to try and have him placed in one of the technical services. 

With kindest personal regards. 

Sincerely, 
JOHN C. Clay, 
Assistant Administrator, 
Chemical, Rubber, and Forest Products Bureau. 

JCClay : LL 

cc: H. Sampson, NY Office 

Mr. Scorr. The more you do it, the more load you take off Members 
of Congress, because we do it every day. 

Mr. Keartine. I think that my good colleague here would want to 
make it clear, as I do, that we do not want to leave any inference that 
the Members of Congress try to tell the Army how to run their show, 
but we do, on request, and I believe properly, call the attention of 
the Army to representations made to us by constituents about such 
a situation as this, where a fellow had technical qualifications which 
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might be needed by the Army other than the branch in which he is 
serving. 

The CuarrMan. I wish to state that these letters may be perfectly 
laudable in the purview of the gentleman’s idea of his employment. 
But our task here is to find out what WOC’s do and whether what 
they do is proper and sound. 

Maybe these things are sound that he is testifying to. Maybe 
they are not. But our duty is plain. What shall we do with reference 
to regulations or the statutes concerning WOC’s? 

Therefore, we are going into these matters. If we do not have any 
testimony, we cannot do anything. 

The idea is not to condemn this witness at all. Maybe what 
he has done is laudable, as I said before; maybe it is not. But the evi- 
dence will speak for itself, and let us wait before we form conclusions 
of his actions. 

Go ahead. 

Mr. McGraw. Mr. Chairman, I would like to refer to a letter on 
Department of Commerce stationery dated December 8, 1952, signed 
by John C. C lay, Director, Containers and Packaging Division, ad- 
dressed to the Secretary of the National Starch Products Co. 

Mr. McLean. Is that December 8? 

Mr. McGratn. December 8, 1952. The letter is as follows: 

Dear JIM: I thought you might be interested to know that Douglas Aircraft 
figure their laboratory testing at $5.50 per hour, and farms out additional work 
to commercial-testing laboratories, who in turn charge $8 per hour. 

Do you have that letter, Mr. Clay? 

Mr. Cray. Yes, I do. 

Mr. McGrait. What was the source of your information ? 

Mr. Ciay. An engineer at Douglas Aircraft Co. 

Mr. Keatne. It was not anything you got in your official capacity 
down in the Department ? 

Mr. Cray. I got it while attending an advisory committee for the 
Department of Defense. 

Mr. McGraw. And it was your practice when you got information 
of this nature, if it was of interest to your company, to write them 
accordingly ; is that the case? 

Mr. Cray. I would say if they were specifically interested in some 
information, I would. 

Mr. Scorr. Is this secret information ? 

Mr. Cray. No, sir. 

Mr. McGrat.. Permit me to refer you to a letter dated August 15, 
1952, from your company to the Industrial Expansion Division in 
NPA. Then there is a second letter dated July 8, 1953, to the Quarter- 
master Activities, United States Army, from your company. 

Do you have those doc uments, Mr. Clay ? 

Mr. Cuay. Yes, I have. 

Mr. McGrai. What is the matter involved here? Did your com- 
pany contract with the Government ? 

Mr. Crary. The first letter I did not write. I can only assume it has 
to do with requesting some kind of allocation for steel. 

Mr. McGraw. A copy was sent by your company to you; is that 
correct ¢ 
Mr. Cray. That is correct. 

Mr. McGrat. Do you know what the purpose of that was? 
Mr. Cray. I can’t recall. 
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Mr. McGram. And that second document? A copy of that was 
sent to you? 

Mr. Cuay. That is right. 

Mr. McGratr. Do you know what that was about? 

Mr. Cuay. I believe I do. Before I came down to Washington, I 
was doing some negotiation work which we hoped would lead to a 
research and development contract with the Air Force. 

Mr. McGraw. And did you maintain 

Mr. Cray. I think this was simply keeping me informed of the 
progress. 

Mr. McGraw. What action did you take regarding those contrac- 
tual negotiations? 

Mr. Cray. I don’t recall. 

Mr. McGrat.. You do not recall ? 

Mr. Cray. No, sir. 

Mr. McGratn. Do you see the postscript on that second letter as 
follows: 

Publicity on contracts of this type is forbidden unless approved in advance. 
J. C. C. is looking into the possibilities. 

“J.C. C.” refers to you? 

Mr. Cray. That is correct. 

Mr. McGraw. What did you do as a result of receiving a copy of 
this letter with that postscript ? 

Mr. Cray. I don’t recall. 

Mr. MoGram. Did you look into the Ppa se do you know? 

Mr. Cuay. If I did, it was certainly public information. It would 
be a matter of procedure. 

Mr. McGratn. But this was purely a company matter that you were 
taking care of, if you took care of it? 

Mr. Cray. If I did. 

Mr. McGrat. It does not have anything to do with your WOC 
duties ? 

Mr. Cray. No, sir. 

Mr. McGrau. There is another document dated May 9, 1952, from 
the company to the Headquarters, Air Materiel Command, Wright- 
Patterson Air Force Base. A copy was sent to you. What was that 
matter all about ? 

Mr. Cray. I will have to find it. 

Mr. McGraw. May I offer these last letters? 

The Cuatmrman. Yes. They will be offered and accepted in the 
record. 

(The letters referred to are as follows:) 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, December 8, 1952. 
Mr. JAMES DILLON, 
National Starch Products, Inc., 
New York, N. Y. 

Dear Jim: Thought you might be interested to know that Douglas Aircraft 
figure their laboratory testing at $5.50 per hour, and farms out additional work 
to commercial testing laboratories, who in turn charge $8 per hour. 

Sincerely, 
JOHN ©. CLAY, 


Director, Containers and Packaging Division, 
Chemical, Rubber, and Forest Products Bureau. 
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AveustT 15, 1952. 
Re CMF-4: Application dated August 4, 1952—NPA Control No. J—34865. 
INDUSTRIAL EXPANSION DIVISION, 
Facilities and Construction Bureau, National Production Authority, Wash- 
ington, D. C. 

GENTLEMEN : This is with reference to your letter on form No. CMPL-—356-4C, 
dated August 15, 1952. 

The CMF-4C application filed with you stated that the 9,000 pounds of stain- 
less steel requested consisted entirely of nickel-bearing stainless steel. Item 
30 of section II, part A, where this figure appears, is headed “Nickel-Bearing 
Stainless Steel.” 

With reference to the purpose for which the nickel-bearing stainless steel is 
to be used, we believe the letter which accompanied our application will be 
found to have explained this adequately, we respectfully refer you to page 8 of 
that letter where it is explained that the corrosion with any other type of steel 
would be most dangerous since the stainless steel (which is to be used in the 
form of piping) will carry waters returning to the starch-milling process and 
corrosion would not only result in a dangerous situation with regard to the 
food use of the starch, but would cause trouble in the various chemical reactions 
to which starch is subjected in the course of its use in industrial adhesives. 

In this connection we take the liberty of enclosing copies of a portion of a 
report sent to us by the Carpenter Steel Co., the report comprising material 
presented at the April 1950 conference of the National Association of Corrosion 
Engineers. You will note that in table I it is shown that the corrosion rate in a 
sulfur dioxide absorption: tower is 29.6 mills per year in the case of 316 stainless 
and that this rate jumps to 108.9 mills for 310 stainless and 151.7 mills in the case 
of 304 stainless. Table II indicates the experience with rotary starch filters where 
there is also a sulfur dioxide corrosion problem and here again, one sees that 
only the 316 or equivalent types had a relatively low-corrosion rate. There are 
no tables showing the corrosion effect on piping but the action of sulfur dioxide 
upon the piping is sufficiently analogous to the action in filters and other equip- 
ment so that the figures are pertinent. It has always been our experience, and 
we understand that this is the general experience in the industry, that only 316 
stainless can stand up against sulfur-dioxide corrosion. 

We trust that this gives you the information you desire. 

Respetcfully yours, 
NATIONAL StarcH Propvucts, INc., 
Rosert W. MERRITT, 
Assistant Vice President. 

AMS: es. 

encl. 

ec: Mr. John Clay. 

cc: Mr. William W. Bailey. 


Juty 8, 1952. 
Re QMACP 
DA44-109-—qm-1532. 
QUARTERMASTER ACTIVITIES, 
Cameron Station, United States Army, 
Alexandria, Va. 
(Attention: Mr. Owen G. Denton, chief warrant officer, U. S. Army, con- 
tracting officer.) 
GENTLEMEN: Enclosed are two copies of the contract No. DA44~-109-qm-—1532. 
Thank you very much for placing this contract with us and we assure you 
that we will proceed with it immediately when you notify us that you have 
executed it. 
Will you please advise us if this contract is a classified contract and if so, under 
what classification it comes? 
Thank you again for the opportunity to work with you. 
Very truly yours, 
NATIONAL STARCH Propvucrs, INc., 
JAMES DILLON, Secretary. 
ID: I 
ine. 


P. 8. to FG.—Publicity on contracts of this type is forbidden unless approved 
in advance. JCC is looking into the possibilities. 
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Mr. Maerz. Mr. Clay, while you were a WOC, the committee in- 
vestigation indicates that you had very substantial expense accounts 
for which you were reimbursed by your company. I would like to 
direct your attention first to a voucher dated July 11, 1952-—— 

Mr. Kratine. May I ask, Mr. Chairman, why it is that we suspended 
on the other investigation ? 

Mr. MoGrat. That is the only document. 

Mr. Keatrne. That is the only document there is? 

Mr. Scorr. We have more documents? 

Mr. Maerz. Yes. 

Mr. Keartine. He was looking up a document, and suddenly we went 
into some expense accounts. 

The CHarrman. That is right. 

Mr. Maerz. Mr. Clay, will you refer to that voucher of July 11, 
1952? 

Mr. Cuay. There are two vouchers of July 11, 1952; yes. 

Mr. Materz. Two vouchers for July 11, 1952. The first voucher is 
for the date of July 11, 1952, “Entertainment, week ending 7/11/52, 
$73 ;” is that correct ? 

Mr. Cuiay. That is what it says. 

Mr. Materz. And the second voucher is for entertainment, Tuesday, 
Bill Vaughn, American Can Co.; Mr. Willets, vice president, Camp- 
bell’s Soup Co.; Howard Knox, Chief, Tin Plate Section, NPA, $21’; 
“Paid part of bill.” 

Wednesday, Kilgore, Bailey 

Mr. Keratine. Who is that? Senator Kilgore? 

Mr. Martz. I am going to ask the witness. 

Wednesday—“Kilgore, Bailey, and others from Chemical Division, 
$16.00.” 

Now, who is Mr. Kilgore ? 

Mr. Ciay. Mr. Kilgore was, I believe, Chief of the Plastics Branch 
of the Chemical Division. 

Mr. Materz. Of NPA? 

Mr. Cuay. Yes. 

Mr. Maerz. And was he handling the tax-amortization certificate 
of your company ? 

Mr. Ciay. I would say that he would have part in it. 

Mr. Materz. And that bill ran to $16. There are some other nota- 
tions here. 

Also attached to that voucher 

Mr. Keating. Are these vouchers paid by the company ? 

Mr. Materz. Were these vouchers paid by your company, Mr. Clay ? 

Mr. Cuay. Yes, they were. 

Mr. Marterz. They were. Now, also attached to that voucher is a 
memorandum dated July 11, in which you presumably wrote to F. G., 
and F, G. is the president of your company; is that right? 

Mr. Ciay. That is correct. 

Mr. Mauerz. And you say as follows: 

Entertainment is running higher, but contacts in the canning field are excellent 


at present period. Even so, I am slow on the checks and am spending a great 
deal of time with the can manufacturers. 


Were you not supposed to be spending a great deal of time as a 
WOC? 
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Mr. Cuiay. I would like to point out that this was during the period 
of the steel strike, and we were trying to get relief or to get some steel 
out purely in the lines of Government business so that perishable crops 
would not be lost. 

Mr. Maerz. Continuing: 

Hal Moyer— 
and I am reading your memorandum— 

Hal Moyer is good contact on both epanchlorhydrin and more important is 
pushing the research lab portion of our TA. 

“Tax amortization” is that right / 

Mr. Cuay. That is right. 

Mr. Maerz (continuing). 

Will have info about August Ist. 

Mr. Chairman, may I offer in evidence the voucher and the accom- 
panying data? 

The CHarrMAN. Yes; you may. 

(The documents referred to are as follows :) 





Form 133 
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Mr. Scorr. Was this entertainment in the evening or during office 
hours ? 

Mr. Cuay. This was in the evening, I would assume. The one with 
Kilgore and Bailey was a picnic, an outing, just one of many others I 
was present at. 

Mr. Maerz. Mr. Clay, we added up many vouchers, vouchers 
that you submitted to the National Starch Products Co., and we find 
that during the period you were a WOC—and how long was that, 
sir? 

Mr. Cuay. Fourteen months. 

Mr. Maerz. Fourteen months. Your expense vouchers submitted 
to your company approximated $2,300 for entertainment expenses 
while here in Washington. Now, were those entertainment expenses 
undertaken on behalf of your company ? 

Mr. Cray. As I pointed out, I am sure 

Mr. Maerz. Will you answ er the question, sir? 

Mr. Keating. What was the question ? 

Mr. Maerz. Will you repeat the question, Mr. Reporter? 

(The reporter read the question.) 

Mr. Cray. I don’t honestly know how to answer that question. 

Mr. Materz. Why did you incur these entertainment expenses 
while in Washington? Were they in pursuance of your Government 
duties ? 

Mr. CLay. Some of them were; yes. 

Mr. Maerz. They were? 

Mr. Cray. Some facilitated my Government duties. 

Mr. Maerz. Do you know whether your company got tax deduc- 
tions on the basis of these entertainment vouchers ? 

Mr. Cray. No; I do not. 

Mr. Maerz. You do not. 

The CHarrMan. Do you assume that your company did get tax 
deductions? 

Mr. Cuay. I am not in that end of the business. 

The CHarrmMan. Will counsel supply that information for us, 
please ? 

Mr. McLean. Yes. 

The Cratrman. The answer is “yes” ? 

Mr. McLean. Yes. 

Mr. Materz. Your company did obtain tax deductions on the basis 
of those vouchers? 

Mr. McLean. No; I said I would look into it and supply the infor- 
mation. 

(The letter referred to is as follows :) 





DEREVOISE, PLIMPTON & MCLEAN, 
Vew York, November 9, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C 
DEAR Mr. CELLER: National Starch Products, Ine., has advised me that it 
claimed a deduction on its income-tax returns for the amounts paid to Mr. Clay 
to reimburse him for his entertainment expenses reflected by the vouchers re- 
ferred to at the hearing held on October 25. 
Very truly yours, 
Epwarp C. McLEan. 
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Mr. Maerz. All right. 

Would you say that these entertainment expenses you incurred—I 
do not believe we have an answer from you—were they in furtherance 
of your Government duties? 

Mr. Ciay. To answer that question I would have to have each spe- 
cific voucher and discuss it with you. 

Mr. Matetz. We will go through the vouchers, then, Mr. Clay. 

Mr. Scorr. I would like to clarify it a little. I figured it out. You 
were spending about $39 a week down here on entertainment. 

Mr. Ciay. That was about the same amount I spent before and since 
I was in Government service. 

The CuatrMan. It is not a question of the amount. It is a question 
of who was entertained. 

Mr. Materz. Mr. Clay, I show you a voucher dated June 6, 1952. 
And this is for the week ending June 6, 1952, and the total is $91.24, 
for which you received payment by your company; is that not correct ? 

Mr. Cray. I’m trying to find the document. I believe there is more 
than one document. 

Mr. Maerz. You are quite correct. Will you refer to a detailed 
list of people whom you entertained during that week? I think it is 
the second or third attachment. You indicate that on Wednesday you 
had lunch with a Mr. Kelleher. You entertained him and paid the 
luncheon bill of $6. Who was Mr. Kelleher? 

Mr. Ciay. He was a career Government employee, chief of one of 
the branches in the Container and Packaging Division. 

Mr. Materz. On Friday you entertained a Mr. Rodgers and (TA’s- 
NPA), $8.50. Who was Mr. Rodgers? 

Mr. Ciay. Mr. Rodgers was a WOC I believe from Union Carbide. 

Mr. Materz. Why did you have this reference to a “TA” ? 

Mr. Ciay. Judging by the other fellow that was with him who 
handled some of that work for the Container Division we were dis- 
cussing business in general. 

Mr. Marerz. You were discussing whose TA ? 

Mr. Cray. I don’t have any idea whose or what case. 

Mr. Materz. Would it be possible you were discussing your own 
company’s TA? 

Mr. Cuay. I am positive it was not. 

The Cuatrman. It was a tax amortization application you were 
discussing ? 

Mr. Cuiay. Not necessarily. 

The Cuatrman. What does TA mean? 

Mr. Cay. In all the years I have been in the company I used the 
expense voucher as a communication to my boss. 

The CuAtmrMan. You used the term TA to signify that ? 

Mr. Cuiay. I told him what the position was. 

Mr. Maerz. Did you tell your company why you took various peo- 
ple out to lunch when you submitted your vineeie’ 

Mr. Cray. I would say “No.” 

Mr. Marerz. What conceivable interest would your company have 
in the TA of some other company ? 

Mr. Ciay. The company wanted me to do the best possible job. If 
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I could utilize the lunch time to facilitate my Government business 
that was fine. 

Mr. Maerz. That included passing on tax amortization certificates 
of other companies? 

Mr. Cray. That had no bearing on my company. 

Mr. Maerz. Very well. 

I refer you to voucher dated June 27, 1952. This is a voucher 
dated June 27, entertainment for week ending June 27, 1952, in the 
amount of $27; is that correct ? 

Mr. Cuiay. That is correct. 

Mr. Maerz. There is an attachment to that, on Tuesday you enter- 
tained R. Vaughn, American Can; P. Vogel, Continental Can; H. 
Kelleher, NPA; R. Small, NPA; $21; is that correct ? 

Mr. Cray. That is correct. 

Mr. Maerz. Who is Mr. Kelleher ? 

Mr. Cuay. Mr. Kelleher was Chief of one of the branches, Metal 
Can Branch of the Containers Division. 

Mr. Maerz. Who was Mr. Small? 

Mr. Cray. Mr. Small was I believe at the time a section head, both 
career people. 

Mr. Marerz. On Wednesday you took Mr. W. Bailey of NPA 
out to lunch and the bill was $6. Who was Mr. W. Bailey? 

Mr. Cuiay. As mentioned earlier, Mr. Bailey was in the Plastics 
Branch of the Chemical Division. 

Mr. Matetz. Is it not correct that Mr. Bailey was handling the 
tax-amortization certificate for your company ? 

Mr. Cray. A phase of it. 

Mr. Materz. An important phase? 

Mr. Cray. I would say so; yes. 

Mr. Materz. You would. Did you have that lunch with Mr. Bailey 
solely for the purpose of obtaining information ? 

Mr. Cuay. f am not certain I did not. 

Mr. Maerz. What was the purpose of your taking Mr. Bailey out 
to lunch ? 

Mr. Cray. Mr. Bailey frequently asked me as did many people in 
government to get information from my company or industries with 
which I was associated which would be helpful to him. 

Mr. Maerz. I ask that the voucher with the attachment dated June 
27 be offered in evidence. 

(The document refered to appears on pp. 1238-1239.) 

Mr. Materrz. I call your attention to an expense voucher dated June 
20, 1952, entertainment for the week ending June 20 in the amount of 
$47. Do you have that document? 

Mr. Cuay. Yes, sir. 

Mr. Materz. I note on the attachment that you took Mr. C. Lewis 
and H. Kelleher of NPA out to lunch—I presume it is lunch—and that 
bill ran to $22; is that correct ? 

Mr. Cray. I assume it was not lunch if it is that amount. I assume 
it was probably in the evening. There are also some additional 
gentlemen on that. 

Mr. Materz. John Benjamin, of Agriculture Department. 

Mr. Cuay. That’s right. Seeing his name I would say it was 
lunchtime. 
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Mr. Maerz. And L. B. Taylor, Director of Priorities and Require- 
ments, Department of Agriculture ? 

Mr. Cuiay. That’s correct. 

Mr. Maerz. Was that entertainment on behalf of your company 
or was it part of your Government duties? 

Mr. Cray. Looking at the time I would say this had very much to 
do with perishable foods. 

Mr. Maerz. In which your company was interested ¢ 

Mr. Cray. No, sir. 

Mr. Maerz. The company was not? 

Mr. Cray. No, sir. Other than the fact that perhaps 

Mr. Materz. If this was for Government business he would your 
company reimburse you for this luncheon check ? 
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Mr. Cray. Many of the companies with which I was working every 
day on my Government duties were also customers of my company. 

Mr. Maerz. Mr. Chairman, may I offer in evidence this document 
dated June 20 with attachment ? 

(The document referred to appears on pp. 1240-1241.) 

Mr. Maerz. Mr. Clay, I would like to call your attention to a 
voucher dated July 25, 1952, and that was for the entertainment, week 
ending July 25, in the amount of $56. Do you have that document, 
sir? 

Mr. Cuiay. I am trying to find it. 

Mr. Maerz. Do you have it? 

Mr. Cuay. Yes, sir. 

Mr. Marerz. On Monday of that week you took—I don’t know 
whether it was lunch or dinner—Mr. C. Lewis of NPA out to lunch 
together with Mr. H. McCoy, Director, Foreign and Domestic Com- 
merce, and R. Hoover, Deputy Director, Foreign and Domestic Com- 
merce ; $21; is that correct? 

Mr. Ciay. That is correct. 

Mr. Maerz. Who are they ? 

Mr. Cray. Mr. Lewis was Deputy Director of the Container and 
Packaging Division. Mr. McCoy at that time was Director of Foreign 
and Domestic Commerce and I believe also an assistant administrator 
of the NPA and Hoover was his deputy or administrative officer. 

Mr. Materz. Did you entertain these gentlemen on behalf of your 
company ¢ 

Mr. Cuay. I entertained them. We discussed operations of the 
NPA and things that helped me to do a better job. 
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Mr. Maerz. I beg your pardon ? 

Mr. Cuay. Things that helped me do a better job as a Government 
employee. 

Mr. Materz. In other words it was part of your Government duties? 

Mr. Cray. Certainly the discussion was. 

Mr. Maerz. The discussion was but your company picked up the 
tab anyway ? 

Mr. Cuay. That is right. They were interested in seeing me doing 
the best possible job, 

Mr. Maerz. They were not interested in their own problems in 
Washington ? 

Mr. Cray. Not in this case. 

Mr. Materz. On Wednesday you took out to lunch Oliver Willets, 
vice president, of Campbell Soup Co. and Carlos Campbell, executive 
secretary of the National Consumers Association. 

Mr. Ciay. I am not sure it was lunch. 

Mr. Maerz. Let’s call it dinner. That was $14. That was on 
behalf of your company, was it not? 

Mr. Cray. We have many dealings with both the canners associa- 
tion and with Campbell Soup. I can’t recall what the exact informa- 
tion was or what the details are. 

Mr. Maerz. It must have been at lunch was it not, because that 
same evening you took another group out to dinner ? 

Mr. Cuay. It could have been lunch, it could have been late after- 
noon. A cocktail hour which is quite fashionable here. 

Mr. Maerz. That evening you entertained Mr. Kelleher of NPA? 

Mr. Cray. That is correct. 

Mr. Maerz. Mr. Lyman MceWain of the Lily Tulip Corp. ? 

Mr. Cray. That is right. 

Mr. Materz. C. Lewis of NPA? 

Mr. Cray. That’s right. 

Mr. Maerz. Glenn Carter of Reynolds Metals? 

Mr. Ciay. Who is a former per annum employee. 

Mr. Maerz. Mr. George Wilson of Hollingsworth-Whitney Sales? 

Mr. Ciay. Also a past per annum employee. 

Mr. Maerz. And Ross Perry, Steel Drums. 

Mr. Cray. A per annum employee of the Container Division. 

Mr. Maerz. Were some of these gentlemen possible business con- 
tacts for your company ? 

Mr. Cray. Practically everybody I dealt with knew our company 
or had some contact with it. 

Mr. Maerz. Or could give your company some business ? 

Mr. Cray. That was immaterial. 

Mr. Maerz. It was immaterial ? 

The CHamMan. It was immaterial that you as a WOC could solicit 
business for your company ? 

Mr. Cuiay. Mr. Chairman, I never solicited business for my com- 
pany as a Government apr 

The CHatrman. Were those engagements that you had for lunch 
or dinner or cocktails had for the purpose of furthering the interests of 
your company by way of getting business for the company ? 

Mr. Cray. I don’t know how to answer that one. 

The Cuairman. I didn’t get your answer. 
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Mr. Cuay. I don’t know how to answer that question. 
In this group I would guess I was not the only check payer. I am 
almost certain that someone else must have contributed. 

Mr. Materz. I direct your attention, I don’t have the voucher but 
you submitted a memorandum to National Starch Products dated Sep- 
tember 1, 1952, that is August 1, 1952. Do you have that? 

Mr. Cray. That is correct. 

Mr. Maerz. Wednesday evening Kilgore, Bailey, and two others, 
Chemical Division, $18. 

Mr. Cray. That is what it says. 

Mr. Maerz. You refer to Mr. Kilgore and Mr. Bailey briefly. 

Mr. Cray. Yes, sir. 

Mr. Maerz. And they were the gentlemen who were actively han- 
dling the tax amortization certificates of National Starch, is that 
right? 

Mr. Cuay. As a very minor part of their operations. 

Mr. Maerz. But insofar as you were concerned this tax amortiza- 
tion was an important part of National Starch’s operations, isn’t that 
right ? 

Mr. Cuay. I can’t recall at this particular time. 

The CuarrMan. It was $698,000 involved, wasn’t it? 

Mr. Cray. I have been asked to tell the circumstances of this par- 
ticular day. 

Mr. Materz. Up to this point I think we have developed, have we 
not, that you entertained Mr. Kilgore and Mr. Bailey rather fre- 
quently ? 

Mr. Ciay. Which I had long before I came into Government service. 

Mr. Maerz. And you just continued to entertain them, is that 
right? 

Mr. Cray. That is correct. 

Mr. Maerz. And the tax amortization certificate of National 
Starch had no bearing on your entertaining Mr. Kilgore and Mr. 
Bailey ? 

Mr. Ciay. I couldn’t answer at this time. 

Mr. Materz. On Thursday of that same day you had a lunch for 
three. 

Mr. Cray. That is right. 

Mr. Marerz. And I think you indicate for 4C section re feed house— 
I can’t read it too well—re feed house ? 

Mr. Cray. That’s right. 

Mr. Maerz. What does that refer to? 

Mr. Cray. That was what I previously mentioned when I was asked 
about other duties I might have performed while I was here. That 
was possible consideration of tax amortization for part of our In- 
dianapolis plant. In talking about that I took the opportunity of 
doing it at lunchtime. 

Mr. Materz. September 29, 1952, a voucher amounting to $66.50. 
That is entertainment for that week. Correct? 

Mr. Cray. I think it covers a series of groups; does it not? 

_Mr. Materz. Yes. On Tuesday you entertained Mr. Kraus, execu- 
tive vice president of the Greif Cooperage Co. 
Mr. Cray. An old personal friend and customer of the company. 
Mr. Maerz. You were keeping up your business contacts? 
Mr. Cray. Not necessarily. 
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Mr. Maerz. What was the reason for taking him to lunch? 

Mr. Cray. Long before this and still, we frequently get together, 
enjoy each other’s company. We have many things of industry im- 
portance to discuss. 

Mr. Maerz. On Wednesday you entertained Mr. H. B. McCoy, 
Deputy Administrator of NPA; R. Murphy, Assistant Administra- 
tor; R. Hoover; assistant to McCoy, and C. Lewis. 

Mr. Cray. That’s right. 

Mr. Materz. That check came to $41. 

Mr. Cray. Right. 

Mr. Maerz. What was the purpose of that? 

Mr. Ciay. It was knowing the people that were there; it was just 
a discussion of the general Government operations. We did it at 
lunchtime not to take up other time which was urgently needed. 

Mr. Maerz. And you picked up the check ? 

Mr. Cray. I did. On other occasions I believe Mr. Murphy picked 
up the check. 

Mr. Matrrz. I see. 

And this had no relationship to your company’s duties? 

Mr. Cray. This had in the performance of a good job here. 

The CuarrMan. It what? 

Mr. Cray. It had certainly to see that I performed a very good 
job while I was a Government employee on loan. It facilitated it. 

Mr. Maerz. Mr. Clay, I direct your attention to a voucher dated 
October 3, 1952, in the amount of $27. Is that right ? 

Mr. Ciay. That’s right. Again for a series. 

Mr. MAtetz. On Monday, Mr. Clay, you entertained Mr. Lewis, of 
NPA, whom you have previously identified. 

Mr. Cray. That is correct. 

Mr. Matetz. And Mr. Garman of NPA-TA’s, $6. Who is Mr. 
Garman ? 

Mr. Cray. He is a career employee who is handling the assembly 
of the TA’s for the Container and Packaging Division. 

Mr. Maerz. Was he handling the TA of your company ? 

Mr. Cray. He had no contact with it. 

Mr. Maerz. He had no contact with it? 

Mr. Cray. No, sir. It was in another division. It was an entirely 
different division. 

Mr. Maerz. Why did you have your reference in the entertainment 
itemization of TA’s? 

Mr. Cray. As I said before, I often used my expense voucher to 
let my people know who the people are. 

The CHarrman. Would you say that is honest when you spend 
company’s money for something other than TA, to put TA on the 
voucher ? 

Mr. Cray. I never gave it any thought at the time. 

Mr. Maerz. October 15, 1952, Mr. Clay, $52. You will notice that 
on Wednesday of that week there was a Container’s party and a nota- 
tion, “Kilgore ticket $5.” Will you explain that? 

Mr. Cray. Yes, I have it right here. Yes, these tickets—it was 
customary at this type of party to have a graduated fee for the people 
that were attending. Very often the industry people paid a larger 
amount of them. I took Mr. Kilgore as a company guest to that. 
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Mr. Materz. As a company guest and Mr. Kilgore was handling the 
TA for your company, is that right? 

Mr. Cray. Among many other things. 

Mr. Maerz. But he was handling the TA for your company and 
you took him as a company guest. Did you think that was proper? 
~ Mr. Cray. I am sure that wasn’t the reason for taking him. 

Mr. Maerz. No other motive besides the fact he was a good friend 
of yours, is that right? 

Mr. Cray. No, as I mentioned earlier, he often came to us and still 
does for information that might be helpful. 

Mr. Materz. Purely coincidental, I take it, that he was handling 
the TA for your company ¢ 

Mr. Cray. I would say so. 

Mr. Materz. I direct your attention to an expense voucher dated 
October 20, 1952, in the amount of $30. You entertained Sunday, 
Monday, and Tuesday quite a few people. Some of them are with 
private companies. Do you have the TA, the attachment ? 

Mr. Cray. That is correct. 

Mr. Maerz. They were customers of your company ? 

Mr. Ciay. Customers or in allied fields. 

Mr. Marerz. Let me ask you this, Mr. Clay. There was quite a bit 
of entertainment activity. Just when did you have time for your job 
asa WOC? 

Mr. Cray. I personally don’t like that question, because I put in the 
bulk of my time—my own time utilized by entertainment prerogatives 
to accomplish things in the lunchtimeerand evenings so it would not 
detract from the office hours. 

Mr. Keratrne. It is quite apparent from this you were meeting 
with these people at noon and in the evening, spending your daytime 
working hours on your job. 

Mr. Cray. That is correct. 

Mr. Marerz. Mr. Clay, I direct your attention to a voucher dated 
October 25, 1952. Do you have that, sir? 

Mr. Cray. Yes. 

Mr. Materz. You will notice that you spent most of your week 
away from your duties and you spent them at a packaging institute 
in Baltimore; is that correct? 

Mr. Cray. No, sir; in New York. 

Mr. Materz. In the course of that week you attended a staff meeting 
in Baltimore, was it? 

Mr. Cray. No, sir. 

Mr. Marerz. Where was it? 

Mr. Cray. In New York. 

Mr. Matxerz. Of your company ? 

Mr. Cray. On a Saturday. 

Mr. Maerz. What were you doing in Baltimore? 

Mr. Cray. At that point I had brought by family down to live in 
Maryland near the Academy at Annapolis; I was simply taking the 
plane from Friendship rather than come to Washington. 

Mr. Matrerz. That particular week you did not spend any time in 
Washington ? 

Mr. Cuay. I would say I did. 

Mr. Materz. When? 











1246 WoC’S AND GOVERNMENT ADVISORY GROUPS 


Mr. Cray. I couldn’t answer specifically without giving it some 
thought. The indications on this thing are that I did. 

Mr. Marerz. Where are those indications? 

Mr. Cray. By the people I entertained on Thursday and Friday I 
am sure they were here in Washington. 

Mr. Marerz. Yes; you are quite right. Where did you entertain 
them ? 

Mr. Cray. I am sure it was here in Washington. 

Mr. Materz. Mr. Clay, did you have any matters pending, did your 
company have any matters pending before the Department of Agri- 
culture at that time? 

Mr. Cray. We had matters in discussion, we had no papers. There 
weren’t any applications or anything of that nature. 

Mr. Marerz. They had discussions with people in the Department 
of Agriculture? 

Mr. Cray. We had them for some time before I came down here. 

Mr. Maerz. Concerning what? 

Mr. Cray. Concerning the possibility of filing a TA for this feed 
house or some construction at our Indianapolis plant. 

Mr. Materz. I see. On Friday of the week ending October 25, 1952, 
you entertained Mr. J. Schaffer, of the Department of Agriculture. 

Mr. Cray. Yes. This was long after we had withdrawn any dis- 
cussions of that nature. I would like to point out that I have had 
many dealings with Mr. Schaffer over many years. Being an agricul- 
tural processing company we had much contact with the Department. 

Mr. Matrrz. May I direct your attention, sir, to an expense voucher 
dated January 11, 1953, in the amount of $56. 05. Do you have that? 

Mr. Cray. ‘Yes, sir. 

Mr. Matetz. Do you have the attachment, a memo from Mr. Green- 
wald saying, “Your expense accounting of January 11 in the amount 
of $56.05 did not show the names of the people you entertained”; is 
that correct ? 

Mr. Cuay. Yes. 

Mr. Materz. You thereupon submitted the names of the people you 
entertained ? 

Mr. Cuiay. That is correct. 

Mr. Maerz. And they were Mr. Kilgore and Mr. Bailey ? 

Mr. Cuay. That is correct. This was after we no longer had any 
certificates on file or under consideration. 

Mr. Materz. You had no certificate on file? 

Mr. Cray. No, sir, we had withdrawn it on October 22, 1952. 

Mr. Materz. You had withdrawn that temporarily, isn’t that right ? 

Mr. Criay. As far as I was concerned it was withdrawn. 

The CuarrMan. But the application was granted subsequently, you 
know that? 

Mr. Cray. But, sir, it was refiled. 

The Cuatrman. What is that? 

Mr. Cray. It was refiled at a much later date long after I was out of 
Gcovernment. 

The CHatrman. And Mr. Bailey and Mr. Kilgore had something to 
do with the passing on the merits of that application 2 

Mr. Cray. Mr. Bailey and Mr. Kilgore were the people who handled 
matters relating to the adhesive industry and to the phase of the chemi- 

cal industry in which we operate. 
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The CHarrMAn. Then they passed on certain phases of the appli- 
cation ¢ 
Mr. Ciay. We had many dealings with them, still do. 

Mr. Keatinc. Having to do with applications for tax amortiza- 
tion and other matters; is that right? 

Mr. Cuay. Yes, sir. 

Mr. Keatina. In other words they were the career people in Gov- 
ernment, that your industry had most of their dealings with? 

Mr. Cuay. That was part of our home. 

Mr. Keatine. They were your contacts in that Department of Gov- 
‘nment ¢ 

Mr. Cuay. Yes, sir. 

Mr. Materz. Directing your attention to an expense voucher dated 
January 21, 1953, $31.50; 1s that right? 

Mr. Cray. I will have to find it. January 21, $31.50. 

Mr. Maerz. Right and you entertained Mr. Schaffer of the Depart- 
ment of Agriculture and Mr. Krause of the Greif Cooperage ! 

Mr. CLiay. Among others. 

Mr. Maerz. Among others? 

Mr. Ciay. Right. 

Mr. Marerz. On Thursday of that week you entertained Mr. J. 
Cartenberry of the Tin Plate Section of NPA? 

Mr. Cuiay. That’s right. 

Mr. Materz. And Mr. F. White of Can Manufacturers Institute 
and others ¢ 

Mr. Ciay. Yes, both of which gentlemen frequently entertained me. 

Mr. Materz. Had it anything to do with your company business? 

Mr. Cuay. I would say yes, because I did not want the responsi- 
bility of having the entertainment all onesided. I thought it was 
better to balance it out. 

Mr. Maerz. January 23, your bill was $29.40; is that right? 

Mr. Ciay. 23—$29.40. 

Mr. Materz. You entertained, among others that week, Mr. Lewis 
of NPA and Mr. What-Is-His-Name, do you know? 

Mr. Cray. Palen. 

Mr. Maerz. Palen of NPA, $6? 

Mr. Cuay. That’s right. 

Mr. Materz. Who are they? 

Mr. Cray. Mr. Lewis was Deputy Director, or he may have been 
Acting Director, at that time, of the Containers and Packaging Divi- 
sion. Mr. Palen was one of the per annum employees of that Division. 

Mr. Maerz. You entertained the next day two other gentlemen, 
Mr. Gosnell of MCA? 

Mr. Cray. He was a staff attorney of the Manufacturing Chemists 
Association. 

Mr. Keatine. Of which your company was a member ? 

Mr. Cuay. That is right; and which also had many dealings with 
us in the Department. 

Mr. Maerz. Mr. Clay, January 30, next expense voucher is in the 
amount of $26; is that right? 

Mr. Cray. Just a minute; yes, sir. 

Mr. Materz. Do you have that, sir? 
Mr. Cuiay. Yes, I do. 


€ 
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Mr. Marerz. All right. On Monday you entertained Mr. Kilgore 
and Mr. Bailey and others. 

Mr. Cray. Right. 

Mr. Materz. Of the Chemicals Division of NPA? 

Mr. Cray. Right. 

Mr. Materz. Is it not true that your company had a number of mat- 
ters pending before the Chemical Division of NPA? 

Mr. Cray. Not any that I have contact with at that point. 

The Cuatrman. Did they have any applications pending ? 

Mr. Cray. I don’t know. 

The CuatrrmMan. You don’t know; is that correct ? 

Mr. Cray. That is correct. 

The ee In other words, the answer is: You don’t know. 

Mr. Cray. I did not know of their existence. 

Mr. Materz. Is it entirely possible that your company did have 
matters pending before the Chemical Division of NPA ? 

Mr. Cray. I cannot answer that question. 

Mr. Maerz. It is not improbable, then? 

Mr. Cray. I cannot answer the question. 

Mr. Materz. Very well. 

On Februray 17, 1953, your bill was $26. On Tuesday you 
entertained Mr. G. Olson, assistant to the Secretary of Commerce; 
S. Rumbaugh, assistant to the Secretary of Commerce; and C. Lewis, 
$12. What was the purpose of that ? 

Mr. Cuay. I am sure it was during a discussion of business of the 
National Production Authority. 

Mr. Mauerz. It couldn’t have been to make contacts for your com- 
pany; could it? 

Mr. Criay. I think once again I have to say in order to do a better 
job down here. 

Mr. Maerz. February 20, 1953, your bill ran to $75.30. On Monday 
you entertained Mr. Kilgore. Is that the same Mr. Kilgore to whom 
reference has already been made, $6? 

Mr. Cray. Yes, sir. 

Mr. Marerz. Then you had Tuesday and Wednesday, entertainment 
experses amounting to $31. 

Mr. Cuiay. That is right. 

Mr. Maerz. And _Thured: ay a farewell party for Mr. Tracy, of 
Rayonnier Co., of $2 

Mr. Ciay. Right. 

Mr. Marerz. On Friday you entertained Jake Schaffer. He is 
the Department of Agriculture man; is that correct ? 

Mr. Ciay. That is correct. 

Mr. Marrerz. That is $8. 

Mr. Cray. That is right. 

The Cuatrman. I think at this time the Chair will call a recess 
until 2:30. We will now adjourn until 2: 30. 

The witness will return at that time. 

The Chair wishes to make an announcement about tomorrow. It 
wishes first to announce a change in the subcommittee schedule. Be- 
ginning tomorrow, Wednesday, October 26, and continuing, when the 
subcommittee meets, the subeommittee will hold public hearings to 
ascertain whether there is a possible conflict of interest on the part of 
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the Commissioner of Public Buildings of the United States of the 
General Services Administration, namely Mr. Peter A. Strobel. The 
subcommittee has conducted an extensive investigation into this mat- 
ter, in the course of which a number of questions have come up. 

In view of the gravity of these questions and the importance of the 
office which Mr. Strobel holds, the subcommittee believes the matter 
should be looked into immediately and Mr. Strobel will be here tomor- 
row morning at 10 oclock. We will now recess until 2:30. 

(Whereupon, at 1: 10 the committee adjourned, to reconvene at 2 : 30 
p. m. of the same day.) 
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The CuHarrMan. The committee will come to order. We will con- 
tinue with the questioning of Mr. Clay. 
Mr. Materz. Mr. Clay, will you turn to a memorandum or a letter 


dated May 5, 1952, which you addressed to F. G. 
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TESTIMONY OF JOHN C. CLAY—Resumed 










Mr. Cray. Yes, sir. 
Mr. Materz. That is a copy of a letter which you sent to Mr. Green- 
wall, president of the company, is that right ? 

Mr. Ciay. That’s right. 

Mr. Materz. You were thanking Mr. Greenwall for his courtesies 
and kindnesses to you ? 

Mr. Ciay. That is correct. 

Mr. Materz. You said in this letter, did you not, “While there is 
much to learn, things are most interesting and the contacts varied. 
The experience gained should pay off the company’s investment’’? 
What did you mean by the “contacts”? 

Mr. Cray. In the paragraph as a whole, I meant that the company 
would benefit because I a be a much more experienced man. 

Mr. Maerz. Experienced from the standpoint of gaining addi- 
tional contacts for the company ? 

Mr. Cray. In all respects; much better balanced. 

Mr. Maerz. Would you be much better balanced because you would 
develop new contacts for the company ? 

Mr. Ciay. That would be one among many things. 

Mr. Materz. You would gain new contacts for the company ? 

Mr. Cuay. In any job you are in you are going to gain new con- 
tacts; that is correct. 

Mr. Maerz. Contacts in the sense that you would gain additional 
companies—additional customers for National Starch ¢ 

Mr. Cray. It might be better sources of supply, too, because you are 
just as interested in that. 

Mr. Maerz. By “contacts” you had in mind, then, if I under- 
stand you correctly, that you would be able to meet more people? 

Mr. Clay, did you have in mind when you wrote this letter to Mr. 
Greenwall that you would be able to meet people who could turn over 
some business to National Starch? 

Mr. Ciay. Contacts aren’t necessarily people. They could be vari- 
ous associations and different groups. 
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Mr. Materz. Could “contacts” in this context be people or com- 
panies which could give some business to National Starch ? 

Mr. Cuay. Some of them might; some might not. 

Mr. Materz. I think you have answered that question. Did you in 
fact make such contacts, Mr. Clay ? 

Mr. Cray. If you wish to construe that as contacts meaning in- 
dividuals, many individuals made it a point to get to know me or make 
my acquaintance. 

Mr. Materz. You made that a point to get to know individuals, too; 
did you not? 

Mr. Cray. I think most of them came to me. I was too busy to be 
making them. 

Mr. Materz. You did a lot of entertaining ? 

Mr. Cuay. That’s right. I was also entertained quite substantially. 

The Cuarrman. And the entertainment was for the benefit of your 
company since the company paid for it; isn’t that correct? 

Mr. Ciay. That would be a general answer. I wouldn’t say always. 

The Cuarrman. If it was not for-the benefit of the company do you 
think you should have charged the expenses to the company # 

Mr. Cuay. The benefits are certainly intangible? 

The Cuarrman. Intangible or tangible? 

Mr. Cray. Intangible. 

The Cuatrman. Then you would aay it was for the benefit of the 
company these contacts that you made? 

Mr. Cray. Would you repeat that? 

The Cuarirman. I say, then I take it that these contacts that you 
made were for the benefit of the company. 

Mr. Cray. No, sir. I would say that the contacts that I was making 
were for the benefit of the Government. 


The Cuarrman. Although the entertainment which resulted in con- 
tacts was paid by your company, that’s right. They were in Govern- 
ment service. 

Mr. Maerz. If these contacts were for the benefit of you person- 
ally as a Government official, why did ns make the statement in your 


letter that the experience gained should pay off the company’s 
investment ? 

Mr. Cxiay. Because I think that I—or I firmly believed it would 
make me a better man for the company; in other words more expe- 
rienced, better balanced. 

Mr. Maerz. And a person who had more contacts too; is that 
right? 

a Cuiay. I think that would be incidental. 

Mr. Materz. Incidental. All right, Mr. Clay, I turn to an expense 
voucher, dated March 1, 1953, for $39. 

Mr. Cuiay. Right. 

Mr. Maerz. On Tuesday of that week you entertained Mr. J. 
Schaffer, Department of Agriculture. You had previously entertained 
Mr. Schaffer of the Department; had you not? 

Mr. Ciay. That’s right. 

Mr. Maerz. And Mr. G, Trayer, Assistant Chief of the Forestry 
Department of the Department of Agriculture and a Mr. Zabandt. 
That bill came to $23. I wonder if you would explain. I didn’t quite 
understand your answer this morning as to just what matters, if any, 
your company had pending before the Department of Agriculture. 
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Mr. Cuay. We had nothing that I know of specifically that was 
pending before the Department of Agriculture while I was here. I 
know of no documents that were filed with the Department of 
Agriculture. oa 

‘We were seeking advice from them in regard to a possible certificate 
which was early in 1952. We also had many matters to which we 
went to the Department of Agriculture or the Department of Agri- 
culture to us. 

Mr. Maerz. Would orders of the Department of Agriculture have 
any impact upon your company ‘ 

Mr. Ciay. Some would; yes. 

Mr. Materz. In what areas? 

Mr. Cray. I couldn’t answer all those questions. 

Mr. Materz. Give us a few of the most important areas where orders 
of the Department have an impact upon your company. 

Mr. Ciay. I would imagine they would have to do with grain. 

Mr. Materz. Mr. Schaffer, did he have anything to do with grain? 

Mr. Cray. Mr. Schaffer I believe was in the Grain Branch but as 
such was responsible for seeing that the industrial operations of the 
milling plants which were defense supported were kept in operation. 

Mr. Maerz. Did Mr. Schaffer have anything to do with any mat- 
ters in the Department of Agriculture which could have any bearing 
upon your company ? 

Mr. Cray. Yes. 

Mr. Maerz. Avd will you explain just what those matters were ? 

Mr. Cray. I will have to be honest with you, 1 am not sufficiently 
familiar with all the operations. The dealings were, with Mr. 
Schaffer in our company, not limited to me nor with the Department 
of Agriculture. 

Mr. Materz. When you had these luncheons with Mr. Schaffer, 
just what would you discuss ordinarily ? 

Mr. Cray. He might come to us. He might ask us what some of 
the technical aspects of some of the products we were making from 
corn were. We in turn might ask him for some data or information 
which was available through that Branch. 

Mr. Materz. What kind of information would that be? 

Mr. Cray. It could have to do with foreign production of various 
starches, It could have to do with domestic products. 

Mr. Materz. Did he provide that information to you? 

Mr. Cray. If it was available; yes. 

Mr. Marerz. Why did you not try to obtain that information 
through ordinary channels rather than taking Mr. Schaffer out to 
lunch or dinner ? 

Mr. Cuay. I believe the customary channel was through Mr. Schaf- 
fer. He was the specialist in the Department of Agriculture for those 
matters. 

Mr. Maerz. He was a specialist. Why didn’t your company call 
on him during his official duty hours at the Department of Agricul- 
ture; in other words, what I am getting at is, Why was it necessary 
for you to take Mr. Schaffer out to lunch or dinner to get this 
information ? 

Mr. Cray. I would like to point out Mr. Schaffer and his family are 
also friends of ours. We have been entertained in his home. 
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Mr. Matetz. You have indicated, as I understand, Mr. Clay, that 
you would discuss these business matters with Mr. Schaffer during 
the course of lunch or dinner. 

Mr. Cray. If I did it while I was a WOC, it was a much more 
desirable time to do it at lunch than during the pressure of duties 
which I had. 

Mr. Materz. I direct your attention to a voucher dated April 3, 
1952, in the amount of $55. Do you have that ? 

Mr. Cray. Yes; I do. 

Mr. Materz. You will note that on Thursday of that week you 
entertained Mr. K. O’Keefe, Director of Chemicals, and Mr. P. Fodor, 
Chief, Inorganics Branch. Were both those gentlemen officials 
of NPA? 

Mr. Cray. That is correct. 

Mr. Maerz. That bill came to $17. You said in your voucher 
“Getting help for NSP on tight chemicals,” and that is in parentheses 
under the name of Mr. Fodor; is that correct ? 

Mr. Cuay. That is correct. 

The Cuatrman. What did you mean by that ? 

Mr. Cray. As I mentioned earlier, I often used these vouchers for 
communication. Mr. Fodor was from the Columbia Southern Chemi- 
cal Co., and in the future, if chemicals remained tight, it might be 
of interest to us to know that company better and possibly get more 
raw material. 

The CHatrMANn. But on this particular voucher you said you were 
getting help. 

Mr. Cray. I’m sorry. I have used a verb form there that was 
just abbreviated and run off rapidly. It wasn’t meant to denote any 
tense. 

Mr. Materz. Are you saying Mr. Clay, that you entertained Mr. 
Fodor not in his official capacity but in his capacity as a representa- 
tive of a chemical company ? 

Mr. Cray. I would say this was an internal operation in the Chemi- 
cal, Rubber, and Forest Products Bureau. 

Mr. Maerz. Of the Government? 

Mr. Cray. Yes. 

Mr. Maerz. I didn’t quite understand. Mr. Fodor was a Gov- 
ernment official in NPA; is that right ? 

Mr. Ciay. That is right. 

Mr. Materz. What help could he give you on tight chemicals? 

Mr. Cuiay. As a Government official he couldn’t give me any help. 

Mr. Maerz. What was the reason then for this reference, getting 
help for NSP on tight chemicals? NSP refers to National Starch 
Products? 

Mr. Cuiay. That is correct. 

Mr. Keatinc. He has explained that this man is the executive of 
another company. 

Mr. Cray. As a matter of fact, the salesman for another company. 

The Cnatrman. Did you use the Government’s time to get help and 
favors concerning chemicals which might be tight in supply? Was 
that one of your functions as a WOC ? 

Mr. Cay. No. sir; not for my company. 

Mr. Maerz. Were you seeking the help of Mr. Fodor in his official 
capacity in NPA in getting chemicals which might be in tight supply ? 
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Mr. Cuiay. No, sir. 
Mr. Maerz. He must have misunderstood me. 

Would you explain again just what help if any you were getting 
from Mr. Fodor? 

Mr. Cray. I am quite certain that my inference here was it was 
a possibility. 

The CaarrMan. You use the word “getting.” 

Mr. Cray. I can’t recollect because of the time but I am quite 
certain it was not a matter of the present tense at that time. 

The CuarrMan. I still don’t understand. You are a man of con- 
siderable intellect, you know the ways of the world. Why would 
you say “getting help for NSP on tight chemicals”? What do you 
mean by “getting help”? 

Mr. Cray. I think you will find that in most of my communications 
I was very brief. That is more or less a policy of our company to 
use as few words as possible. 

Mr. Keatine. This Fodor was a salesman for some company which 
dealt in chemicals; was that it ? 

Mr. Cray. That is right. Let’s say he was assistant sales manager 
of one of their branch offices. 

The CHatrmMan. He was also in the Government employ. 

Mr. Ciay. That’s right. 

The CHarrMan. In what capacity ? 

Mr. Ciay. I couldn’t tell you exactly now. 

Mr. Maerz. Was he not Chief of the Inorganics Branch of the 
Chemicals Division of NPA? 

Mr. Ciay. That is what I said in this. 

The CHairman. Then when you say “getting help for NSP on 
tight chemicals” didn’t you mean that you were getting some con- 
crete help from the heads of this Chemicals Division and wasn’t it for 
your company ¢ 

Mr. Cuay. I don’t think so. I am certain that any chemicals in- 
volved were not on allocation. 

The CuarrmMan. The matter speaks for itself. The next item. 

Mr. Maerz. Mr. Clay, on April 11, the next expense voucher, 
$58, is that correct ? 

Mr. Cray. Right. 

Mr. Maerz. On Wednesday, you entertained a Mr. Replogle— 
I can’t pronounce it. 

Mr. Coa. Replogle. 

Mr. Maerz. Chief of the Paper Products Branch of NPA, Mr. 
Lewis of NPA and R. Hoover, assistant to McCoy, NPA and others, 
$22. Would you explain to us the purpose of that expendityre¢ 

Mr. Caay. I have no recollection of what the circumstances were. 

Mr. Maerz. The next expense voucher, Mr. Clay, is dated April 24, 
1953, in the amount of $61.20 for that week. 

Mr. Cray. $41 of which was entertainment. 

Mr. Maerz. $41 of which was entertainment. You are quite right. 
On Friday you entertained Mr. J. Schaffer whom you have pre- 
viously identified, of the Department of Agriculture and others, $16. 
And you indicated, did you not, that you were working to keep Schaffer 
from being transferred to other duties? 

Mr. Cray. That is the way I indicated it here. 
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The CHarrman. That is what you stated “working to keep”—— 

Mr. Cray. Iam sure I was giving him advice. 

The Cuarmman. When you give advice, do you simply say, “working 
to keep Schaffer from being transferred to other duties,” did you 
consult anybody in the Department Ww ith reference to keeping Schaffer 
from being transferred ? 

Mr. Cray. I don’t recall at the present time. 

The Cuarrman. Who was Schaffer? 

Mr. Cray. Schaffer was in the Grain Branch, which was one Divi- 
sion of the Department of Agriculture. I don’t recall the exact same 
name. 

Mr. Marerz. You were vitally concerned with Mr. Schaffer’s activi- 
ties and the actions he took—or National Starch Products. 

Mr. Cray. The company was vitally concerned in his position. 

The CHarrman. You had entertained Mr. Schaffer a number of 
times, taking him out to lunch and/or dinner, did you not? 

Mr. Cuay. That is correct. 

The CHatrmMan. You wanted to keep him where he was; is that 
correct ? 

Mr. Cray. I would certainly encourage it. I would say right now 
T should think it would be to the interest of the Government to have 
him in that job. He was a very capable public servant. 

The Cuarrman. Was it part of your duties as a WOC to keep any 
official from the Government from being transferred ? 

Mr. Cray. It depends within which department it fell. 

The Cuatrman. In anywise, was it part of your function to keep 
anybody from being transferred ? 

Mr. Cray. Certainly in the Department or in the NPA it would 
have been. 

The CHarrman. You felt it was part of your duties to keep Mr. 
Schaffer from being transferred ? 

Mr. Citar. I would say this was not a WOC duty. 

The Crarrman. It was not a WOC duty? 

Mr. Cray. Nor do I want to imply it was being performed in that 
way. 

The Cuarrman. You say it is not a WOC duty? 

Mr. Cray. That is correct. 

Mr. Materz. Is it not a fact that you were responsible for Mr. 
Schaffer being transferred to NPA as Deputy Director of the Process 
Foods Division? 

Mr. Cray. I could not at this time recall all the events that sidouseel 
in that. 

The CHatrman. Can you answer the question yes or no? If you 
can’t answer the question yes or no, state so. 

Mr. Cray. I can’t answer it. 

Mr. McGram. Mr. Clay, did you know Lyall Tracy at this time? 

Mr. Cray. I have known Mr. Tracy; yes, I have known him at this 
time. 

“ MoGram. Mr. Tracy was then the Deputy Administrator of 
VP! 

Mr. Cuiay. No, sir; he wasn’t. 

Mr. McGrat. What was he? 

Mr. Cray. At this time he was a consultant or adviser. 
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Mr. MoGraiz. The Department of Commerce records indicate—— 
Mr. Maerz. Would you refer for a moment to an expense voucher 
dated June 15, 1953? Do you have that expense voucher, Mr. Clay ? 

Mr. Cray. Yes; I do. 

Mr. Matetz. You will notice attached to that voucher as an enter- 
tainment bill for $9 for J. Schaffer, Department of Agriculture. 

Mr. Cray. Right. 

Mr. Maerz. And then you make this further statement : 

It now appears all process foods will be transferred from Agriculture to 
Commerce with Jake as Deputy Director of the Division. 

Is that a correct statement ? 

Mr. Cray. It appears here. However, I don’t know whether I made 
the statement or Mr. Schaffer made it. 

Mr. Maerz. National Starch was quite concerned as to whether 
the Department of Agriculture or Department of Commerce had juris- 
diction over the processed foods? 

Mr. Cuiay. You are misconstruing probably; I had more ‘concern 
than National Starch Products. 

Mr. Materz. Would you construe it for us? 

Mr. Cuay. Yes; I would. I would like to say as I did earlier that 
Mr. Schaffer is a very capable Government employee and as a Govern- 
ment official myself I would do everything proper to see that he was 
utilized to his maximum ability. 

Mr. Maerz. He continued with the Department of Commerce the 
same duties that he did with the Department of Agriculture? 

Mr. Cray. I can’t answer that question. I am not aware of the 
present duties. 

The Cuarrman. Did he continue the same duties? 

Mr. Cray. I don’t know when he came to the Department of Com- 
merce or when he left Agriculture. 

Mr. Materz. I think you have already testified that Mr. Schaffer 
did have responsibility over grains and I think you have also testified 
that National Starch Products was vitally concerned with actions 
taken by Mr. Schaffer in the Department of Agriculture. Is that 
a correct paraphrase of your testimony ? 

Mr. Cray. That is correct. 

Mr. Maerz. Did you say that you do not recall any conversations 
with Mr. Lyall Tracy concerning the trafsfer of Mr. Schaffer? 

* Mr. Cray. No; I did not say that. - 

Mr. Maerz. Did you have discussions with Mr. Tracy about get- 

ting Mr. Schaffer transferred to the Department of Commerce? 
_ Mr. Cray. I don’t expect I did, at this time he was not in Wash- 
ington. He was inthe State of Washington. Excuse me. I thought 
we were back in April. This was in June. I could have ooubly 
at the time. I can’t recall anything specific. — 

Mr: Maerz. You do not recall any discussions with Mr. Tracy 
relating to the transfer of Mr. Schaffer to the Department of 
Commerce ? 

Mr. Cuay. Nothing specific. 

' The Caarrman. You did on June 15 present to your company a 
voucher on which in your own handwriting appears 


It now appears all processed foods will be transferred from Agriculture to 
Commerce with Jake— 
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meaning Jake Schaffer— 
as Deputy Director of the Division. 


There is no question about that. 

Mr. Cray. I can’t recollect at this time whether I made that state- 
ment or Jake told it to me. 

Mr. Maerz. Mr. Clay, did you do any work whatsoever to keep 
Schaffer from being transferred to other duties in the Department of 
Agriculture ¢ 

r. Cuay. Not as a WOC. 

The Cuarrman. Did you in any capacity ? 

Mr. Cray. I can’t recollect the details. 

The CHarrMan. You mean you don’t recollect ? 

Mr. Cray. I could not deny or affirm that question. 

The Cuarman. This is 1953. A little over 2 years and you now 
say you can’t recollect whether you did or did not do anything con- 
cerning the contemplated transfer of this man from one department 
to another? 

Mr. Cray. That was a very hectic period with many changes every 
day and it is very hard to describe them apart. 

Mr. Maerz. Will you refer to your expense voucher dated April 
24, 1953? 

Mr. McGram.. That is the one you have already referred to. 

Mr. Cray. I have it. 

Mr. Maerz. In that expense voucher you stated specifically in con- 
nection with an entertainment bill of $16 for Mr. Schaffer, Depart- 
ment of Agriculture, and others and I quote “working to keep Schaffer 
from being transferred to other duties,” does that refresh your recol- 
lection ¢ 

Mr. Cray. As I said earlier in response to the discussion of this one 
that that may have been just simply advice. 

Mr. Maerz. How was he in a position to help National Starch 
Products in his position at the Department of Agriculture ? 

Mr. Cuay. Just simply in his official duties. 

Mr. Maerz. What were those duties that would impinge or bear 
upon National Starch Products? 

Mr. Cray. Certainly giving us just the same type of understanding 
that he would give anyone else. 

Mr. Maerz. With respect to what specifically? Did you need 
grain? I don’t quite understand what his duties were and how they 
bear upon National Starch Products business. I wontfer if you would 
explain it. 

Mr. Cuay. The only contacts I can recall that I had. 

Mr. Maerz. I am not asking that question. . 

Mr. Cuay. I am trying to answer it. 

Mr. Maerz. I want to get the relationship between Mr. Schaffer’s 
activities and the business of National Starch Products. 

Mr. Cray. Mr. Schaffer’s responsibilities were to keep our plants 
and other wet milling plants operating because they were needed for 
the defense purposes. 

Mr. Maerz. What would he have to do to keep the plants operating ? 

Mr. Cray. If we had needed anything in the way of construction 
and so forth, he would have to analyze the case and see what recom- 
mendations could be made to help us. 





OW 
yn- 
nt 


ry 


ril 

















WOC’S AND GOVERNMENT ADVISORY GROUPS 1257 


The CuatrMan. It was to your advantage then to keep him in 
Agriculture ¢ 

Mr. Cray. Certainly at this date and very definitely in June we 
had no need then for materials. The Korean peace settlement had 
been effected and as far as scarcity of materials, it was going downhill 
very rapidly. 

Mr. Matetz. Will you turn to the next voucher dated May 1, 1953. 
That week you entertained Mr. McCoy, Lewis, O’Keefe, and others. 
$11, is that correct ? 

Mr. Cia¥. That is-eorrect. 

Mr. Materz. I notice that you entertained Mr. McCoy of the 
Department of Commerce quite frequently. Who is Mr. McCoy? 

Mr. Cuay. As I endeavored to point out before, Mr. McCoy occu- 
pied a number of responsible positions in the NPA. I can’t give you 
the exact dates. 

Mr. Matertz. Is he still in Government ? 

Mr. Cray. Yes; he is. 

Mr. Maerz. What is his position at the present time? 

Mr. Ciay. He is Deputy Administrator of BDSA. 

Mr. Maerz. Business and Defense Services Administration of the 
Department of Commerce ? 

Mr. Cray. That’s right. Mr. McCoy as well as myself was an 
extremely busy man at this time and it was frequently easier to talk 
to him at lunchtime than during the regular hours. 

Mr. Maerz. Does your company, National Starch Products, have 
any matters now before BDSA ? 

Mr. Cray. Not that I know of. 

Mr. Maerz. Does your company utilize the services of BDSA ¢ 

Mr. Cray. Not that I know of. 

Mr. Maerz. Does your company utilize the business services of 
BDSA? 

Mr. Cuay. I can’t answer that. Certainly some of the Department 
of Commerce facilities. 

Mr. Maerz. Which would be BDSA? 

Mr. Cuay. I can’t answer that specifically. 

Mr. Materz. Mr. McCoy is in a position to be of help to you? 

Mr. Ciay. Mr. McCoy was one of my superiors in the NPA. 

Mr. Maerz. I understand that. 

Mr. Cuay. He was certainly in a position to be of help to me in 
Government matters which I was primarily inter@sted in. 

Mr. Maerz. And with respect to matters affecting your company, 
isn’t that right? 

Mr. Cuay. I don’t think so. I don’t think I ever discussed them 
with him. 

Mr. Maerz. The next voucher is dated June 19, 1953, in the 
amount of $54. On Tuesday you entertained Mr. E. Tinker, secretary 
of the APPA; Lyall Tracy, Deputy Administrator of NPA; L. Croy, 
executive vice president of Marathon Paper; and H. Mullen, APPA, 
and others, $12. 

Mr. Cray. If I recall correctly that was just one part of that. 

M?. Maerz. I beg your pardon? 

Mr. Ciay. That was just one part of the entertainment that went 
on at the time. At that time oshers in that party also paid their way. 
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Mr. Maerz, What was your purpose in entertaining Mr. Replogle 
of the Pulp and Paper Branch of NPA? 

Mr. Cray. At what time? 

Mr. Maerz. Will you turn to voucher dated June 29, 19534 If you 
will recall this will be the second or third time you entertained Mr. 
Replogle. 

fae Ouse. Mr. Replogle was an elderly gentleman, also now dead, 
who had been vice president of a very substantial company in the 

ackaging field who were not customers of us but allied. I had known 
fim since I had come with the company. It was frequently our habit 
to get together. I was entertained by him at his home a number of 
times, and vice versa. 

Mr. Materz. I take it at the present time you still have entertain- 
ment expenses, do you not? 

Mr. Cuay. Yes, sir. 

Mr. Maerz. Your entertainment expenses while you were a WOC, 
about 13 or 14 months, totaled $2,300. Now, that would be some $40 
a week. Are your enterainment expenses now higher or lower than 
that figure ? 

Mr. Cuay. I endeavored to point out earlier, I believe, that my enter- 
tainment expenses, and this is just a quick guess, run about the same 
roughly as they did during the period I was here and before. I don’t 
think there is any great variation. 

Mr. Marerz. In other words, you were active on behalf of the com- 
pany, and apparently your activities did not diminish when you came 
to Washington ? 

Mr. Cray. I would not be able to answer that in that form. 

Mr. Materz. As reflected by your expense vouchers. 

Mr. Cray. I don’t know that is necessarily true. 

Mr. Materz. Will you explain to me why it is not true? 

Mr. Cray. You are endeavoring to lump together all those expenses 
as being for one purpose. 

Mr. Maerz. Your company was reimbursing you for these 
vouchers ¢ 

Mr. Cuay. They were also paying my salary for being here in 
Washington, which was the accepted method of doing it. 

Mr. Materz. And they were continuing at the same level as they 
were prior to your accepting Government employment? 

Mr. Cray. I would be inclined to look at that entertainment as part 
of my salary the money they were paying me to put me down. here as 
a WOC. bier 

The Cuamman. You mean to say the entertainment for which your 
company paid, when you entertained various members of the NPA and 
others, should be regarded as your salary should be regarded ? 

Mr. Cray. No; I don’t mean it in that form, but I mean that the 
expenses in many cases I think helped me to do a better job. 

The CuHarrman. For whom? 

Mr. Cuay. For the Government. . * 

The Cuarrman. Although : = 

Mr. Cray. The better job I did for the Government I would assume 
would be to my company’s benefit. : 

Mr. Katine. Let the witness answer. 
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The CuHarrMAN. Just a minute, I am trying to question him. Then 
you say that your company should pay for your doing a better job 
for the Government, is that your conclusion? 

Mr. Cray. I would say that my company was interested in seeing 
me do the best possible job I could while I was serving within Gov- 
ernment. 

_ Mr. Maerz. How would it help you to do a better job when you 
entertain people from companies who might be prospects for National 
Starch Products? 

Mr. Cuay. In many cases I was just sharing in the expense. 

Mr. Materz. But when you did not share in the expense, when you 
footed the entire bill how would it help your company to do a better 
job as a WOC? 

Mr. Ciay. That might be from occasion to occasion. One time I 
did and sometimes they did. Which was true with career employees 
as well. 

Mr. Maerz. I don’t want to press but your answers seem not to be 
responsive. How would it help you do a better job as a WOC to take 
a sales manager or a purchasing agent of a private company out to 
lunch ? 

Mr. Cray. I just can’t recollect where that was the intended purpose. 

Mr. Materz. You did a lot of entertaining, did you not? 

Mr. Cray. I have always done a lot of entertaining. 

Mr. Materz. Officials in industry who were customers or prospec- 
tive customers of NSP? 

Mr. Cuay. I don’t know of anything. I certainly haven’t been told 
where I was required to stop to change my activities of that nature 
entirely. 

Mr. Materz. I don’t challenge that at all. What I am trying to get 
at is how those lunches and dinners which you gave for people in 
industry helped you do a better job as a WOC? 

Mr. Cuay. I still feel that much of the entertainment I did was 
utilizing other than regular business hours to conduct relationships. 

Mr. Materz. Mr. Clay, did you participate, were you a member 
of a group of persons working in a WOC basis which was instru- 
mental in reorganizing the NPA into the BDSA ? 

Mr. Cray. I would say I was a part of a group or an organization 
consisting of both career and Government people, who worked on a 
reorganization. ¥ 

Mr. Maerz. How many people were in that group ? 

Mr. Cuay. Practically everybody in theggency was involved in that 
type of operation. - ; 

Mr. Maerz. Wasn’t there a special committee, an ad hoc or infor- 
mal committee set up which had principal responsibility for reorgan- 
izing NPA into BDSA? 

Mr. Cuay. I would, using my recollection, say there was a committee 
set up but to my knowlédge it was not an ad hoc committee. 

Mr. Materz. Were you a member / 

Mr. Cuay. Yes, sir, I was with per annum employees. 

Mr. Materz. And was Lyall Tracy a member ? 

Mr. Cuay. Yes, he was. 

Mr. Maerz. Was Bennett Chapple a member? 
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Mr. Cuay. Yes, he was. 

Mr. Maerz. Was Charles Potter a member ? 

Mr. Cuay. Yes, he was. Could I also add that Mr. Edwin Gar- 
wood was a member who was a per annum employee? 

Mr. Maerz. How many other per annum employees were there ! 

Mr. Cray. It was the four operating assistant administrators. 

Mr. Materz. Were they all WOC’s? 

Mr. Cuay. No; one was a per annum. 

Mr. Mauerz. There were 3 WOC employees and 1 career employee 
that comprised this committee ? 

Mr. Cuiay. A correction should be made there. I don’t believe Mr. 
Lyall Tracy was a member of that committee. 

I think there were four and I recall it was Mr. Chapple, Mr. Potter, 
and Mr. Garwood, and myself. 

Mr. Maerz. What were the responsibilities of this committee? 

Mr. CLay. We were to draw up some plans and ideas and try to 
consolidate many of which had been submitted into a working plan 
for some agency, undesignated, to succeed the NPA. 

Mr. McGrain. You recall when Mr. Tracy came back to NPA as 
a WOC? 

Mr. Cuay. Yes, I do. 

Mr. McGraw. Was it in May of 1953? 

Mr. Cray. I can’t tell you the exact date; it was late in May or 
early in June. 

Mr. McGraw. Did you have anything to do with his return to NPA ¢ 

Mr. Cuay. I am sure I did. 

Mr. MoGrait. Did you confer with the Assistant Secretary of Com- 
merce for Domestic Cehiedseost 

Mr. Cray. I think I can say truthfully that the Assistant Secretary 
of Commerce conferred with me almost every day I had official rela- 
tions with him. 

Mr. McGrait. Did you propose to him that Mr. Tracy be brought 
back for the purpose of taking charge of the reorganization of NPA? 

Mr. Cuay. Recollecting, I believe the Assistant Secretary asked us 
if we had any suggestions in the way of people from industry who 
might be available. 

The CuHargmMaw. This committee which you mentioned of which 
you were a member, that committee was organized to reorganize the 
NPA and the reorganization resulted in setting up BDSA;; is that 
correct ? 

Mr. Cray. No, sir; it was not. The work of this committee was to 
consolidate the ideas that had been submitted and make recommenda- 
tions to the Assistant Secretary. 

The Cuarrman. And as a result of those ideas submitted, BDSA 
was gt up? 

Mr. Cray. I can’t tell you exactly how they mesh. 

The Cuarrman. Did your committee make recommendations? 

Mr. Cay. Our committee certainly made recommendations. 

The Cuarrman. As a result of those recommendations, a decision 
was made by the Assistant Secretary of Commerce. 

Mr. Cray. I would like to point out I had left my active status be- 
fore any final decisions were made whatsoever. Mine were purely 
at the recommendation stage. 
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The CHairman. Did you remain in there until recommendations 
had been made to the Secretary of Commerce ? 

Mr. Cuiay. I think various recommendations were made. It was a 
deve lopment of ideas. 

The Cuairman. Did the recommendations directly or indirectly 
lead to the reorganization by the Department of Commerce of the 
BDSA? 

Mr. Ciay. I cannot answer that question. 

The Cuarrman. What recommendations did you participate in 
made by the committee ? 

Mr. Ciay. Most of the recommendations that I was working on 
were the ideas of many different people. We were trying to consoli- 
date them and put them into some form for the Assistant Secretary’s 
consideration. 

The CHarrmMaNn. Have those recommendations been reduced to writ- 
ing, those recommendations in which you participated ? 

Mr. Ciay. I wouldn’t know. 

The Cuatrman. Did you write any recommendations out ? 

Mr. Cuay. You are asking me to recollect something that I can’t 
give you a positive answer. 

The Cuairman. Did you ever make any recommendations in writ- 
ing to the committee ¢ 

Mr. Cuay. I can’t answer that. 

The Cuairman. Did you participate in discussions before that 
committee ? 

Mr. Ciay. Discussions among the committee; yes, sir. 

The Cuarrman. And when the BDSA was org: nized, is it not true 
that there had been dismissed 200 out of 400 employees and because 
of their seniority they were reinstated by the Civil Service Com- 
mission. 

Mr. Cray. I don’t know the figures. 

The CuairmMan. Do you know anything about that at all? 

Mr. Cuay. The only thing that I do know that with the end of the 
Korean hostilities that the NPA had a terrific size staff, and it was 
necessary to reduce that. The Bureau of the Budget had made it 
clear that they would not provide the funds to employ those people. 

The Cuarrman. Did you make any recommendations to this com- 
mittee with reference to any employees who were to be dismissed ? 

Mr. Ciay. I couldn’t say ‘whether I did to the committee, sir. 

The CHarrMAn. You mean you don’t recall any names that you 
designated for dismissal ? 

Mr. Cay. I can’t recollect exactly. I can state that I am sure there 
were many positions which I recommended for elimination not to the 
committee but to the personnel in the regular channels of operation. 

The Cuarrman. Then you did make recommendations concerning 
dismissals ? 

Mr. Keatine. No, he says he did not. 

Mr. Cray. Abolishment of positions, consolidations. 

The Cuarrman. Then you made recommendations concerning aboli- 
tion of positions, is that correct ? 

Mr. Ciay. That is correct. 

The CuarrmMan. Do you know that the Civil Service Commission 
directed that many persons who had been dismissed as a result of the 
abolition of those positions were to be reinstated ? 
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Mr. Cray. Seeing that we started with some 2,700 employees and 
now they have not over 700, I would say that many remained canceled. 

The Cuarrman. That is not responsive to my question. Were any 
of the positions you recommended restored by the Civil Service 
Commission ? 

Mr. Cray. I have no access to that information. 

The CuHarrman. Were you ever interested in finding out? 

Mr. Cray. Not after I left Government service. 

The CuairmMan. You did not care at all after you left Government? 

Mr. Cray. I did not feel it was my prerogative to do so. I never 
dealt in personalities, it was just in the job, incidentally. 

The CHarrMan. Were those positions abolished because of any 
political considerations? Don’t smile, it is a serious question. 

Mr. Cray. I understand that. 

The CuHarrMan. Let the record indicate it is a serious question. 

Mr. Cray. I don’t know. 

The Cuarrman. You don’t know ¢ 

Mr. Cray. That is correct. 

The Cuarrman. At these discussions that were had by this com- 
mittee were political considerations developed and discussed ? 

Mr. Cray. Not at these committee meetings. 

The Cuarman. Where, if any? 

Mr. Cray. I don’t know. 

Mr. McGraw. Did you know a Robert Jones ? 

Mr. Cray. I happen to know Bob Jones. 

Mr. McGraim. Who was he? 

Mr. Cray. He had something to do with the National Republican 
Committee. 

Mr. McGrait. What did he have to do with the reorganization of 
NPA? 

Mr. Cray. I don’t know what he had to do with that. 

Mr. McGrai. Did he ever confer with you when you were making 
your selections as to which employee was to be retained in NPA? 

Mr. Cray. I am sure Mr. Jones did everything he possibly could in 
trying to get people to hire some of the people he was interested in. 

Mr. McGrat. Did you and the other WOC’s draw up lists of the 
employees who were going to be retained in NPA after the reorgani- 
zation ‘ 

Mr. Cray. I think there were some people within the NPA which 
we were highly desirous of retaining, people of outstanding ability. 

Mr. McGrar. And you drew up lists of the people you wanted 
retained ! 

Mr. Cray. I helped them to prepare some. 

Mr. McGrai. Did you also help to prepare lists of employees whom 
you wanted to be dismissed because you did not approve of them or 
of their theories as to their particular jobs? 

Mr. Cay. Since it was the Department of Commerce I think I 
would have to be truthful in saying I would have been fundamentally 
interested in having people there who were well qualified in handling 
business affairs. 

Mr. MoGrait. My question is this. Did you draw up lists of in- 
dividuals who were salaried employees of NPA which you and the 
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other WOC’s wanted to be dismissed and not retained after the 
reorganization ¢ 

Mr. Cray. I can’t recall at the present time. 

Mr. McGrain. You do not recall that? 

Mr. Cray. No, sir. 

Mr. McGraw. When you drew up the list of the employees whom 
vou wanted to be retained did you do that on the basis of the civil- 
service regulations ? 

Mr. Ciay. Any recommendations that we drew up were based for 
consideration by the personnel people. As WOC’s we were not inti- 
mately familiar with civil-service regulations. They had to be con- 
sidered and processed if that was the decision, by full-time people that 
understood how those affairs are handled. I still to this day, although 
I have a general idea, am not too familiar with civil-service regulations 
and procedures. 

The CuarrmMan. Did your committee or yourself ever consider the 
civil-service regulations and the possible dismissal that would result 
of career men in the Department ? 

Mr. Ciay. We were always aware of civil-service regulations, but 
as I mentioned, we had to get help in the handling of them. 

The CHarrMan. What experience had you had previously with 
reference to Government personnel and the hiring and firing of Gov- 
ernment personnel? Had you had any experience at all in that 
regard ¢ 

Mr. Cray. Just the amount I would have over a period of 15 or 16 
years of working closely with the various parts of the Government. 

The Cuarrman. Working outside the Government, not inside the 
Government ? 

Mr. Cray. That is correct. 

The Cuarrman. Who assigned you to the task of helping this re- 
organization ? 

Mr. Cuay. Mr. Craig Sheaffer, the Assistant Secretary of Com- 
merce. 

The Cuatrman. How much time did you spend on that problem ? 

Mr. Cuiay. I would say in the waning days I was there a very sub- 
stantial part of my time. 

The CHarrmMaNn. In other words most of your time was spent in de- 
voting your efforts and services toward the reorganization of the NPA 
into the Business Defense Services Administration ? 

Mr. Cray. It wasn’t into any definite organization. We did not 
know what it was going to be. 

The CHarrMan. You did not know the name that it would be called. 

Mr. Cuay. No, nor did we know exactly how it would fit in. We 
were trying to. consolidate and reduce the number of employees to fit 
the budget or the anticipated budget. 

Mr. Kearine. And it was in fact reduced you say from 2,700 to 
about 700 ? 

Mr. Ciay. That is correct. 

The CHarrman. And of that number something like—well over 200 
were reinstated by the Civil Service Commission. You know that, 
clon’t you? 
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Mr. Cray. I can’t answer—I just know what I have heard, 

Mr. Keatine. Even so, you did a pretty good job for the taxpayers 
to lop off that number of Government employees. 

Mr. Cuay. I might add that in the midst of this reorganization I was 
asked to leave my company and become a Government employee. 

The CHairman. I heard the comment from the gentleman from 
New York whose opinion I always respect though I don’t always neces- 
sarily agree with. It may have been in a certain sense to the benefit of 
the taxpayers but civil-service employees have some rights too, and 
those civil-service laws cannot be flouted and when efforts are made to 
dismiss a great number people who are civil-service career men and 
they are reinstated then those who are responsible for those dismissals 
have violated the civil-service law. Now, WOC’s certainly were not 
employed to violate the laws of the United States, particularly civil- 
service laws. 

Mr. Keating. The WOC’s as I understand it formed a committee to 
make recommendations to the personnel people in the Department of 
Commerce about the abolition of positions and they abolished some 
2,000 positions that they considered were unnecessary and the Civil 
Service Commission according to these figures, as to which I have no 
knowledge and they may be perfectly accurate came along and said 
200 of these, instead of losing their jobs when the position was abol- 
ished should have been transferred to other duties which they are re- 
quired to do under the civil-service laws. I still say if this witness par- 
ticipated in eliminating from the Government, add in your 200, let’s 
say 1,800 unnecessary jobs in the Department, both he and the Depart- 
ment are to be commended for doing that. 

Of course, when the jobs that are left are filled, you have to comply 
with the civil-service laws, and you should. 

The CHatrMAN. I certainly would ascribe to what the gentleman 
said if these wholesale dismissals were not based upon political consid- 
erations, rather than considerations of merit. 

Mr. Kearine. Coming from the State of New York where the State 
administration is now firing on that basis right and left, I can believe 
that might enter into it under some circumstances. 

The CuarrMan. I am glad to get the admission from the gentleman 
that political considerations did determine these dismissals. 

Mr. Keatrne. It certainly did in New York State under the oppo- 
site administration and none of us are naive to think that sometimes 
that does not enter into the picture. 

The CHairman. The State Committeemen in New York might ad- 
dress themselves to that and get the colleagues on the other side of 
the fense in the New York State Legislature to investigate there as 
we are doing here. 

Mr. Keatine. We are trying to do that. 

Mr. MoGram. Mr. Clay, let’s go back to June of 1953. At that time 
there were about eight-hundred-some-odd employees left in NPA 
according to the record. Would you agree to that approximation? 

Mr. Ciay. I can't pin down figures at this point. The thing was 
too fluid. At one time there was nobody in the NPA, everybody was 
given a notice of a RIF. They felt it was legal to do it in ample time 
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before June 30. We did not know what moneys Congress was going 
to apanyeT iate for the NPA. 

Mr. McGratn. So you have a clear recollection of those notices 
which were issued effective June 30, don’t you ? 

Mr. Cray. Of the circumstances / 

Mr. McGraw. And of —— 

Mr. Cuay. I am almost certain that was an action on the part of 
the Secretary because he had no legal means to pay them. 

Mr. McGraiw. And do you also recollect that the plan was to cut 
the 800 down to about 400 which was going to be the size of the new 
organization ¢ 

Mr. Cuiay. I recommended personally that it be no larger than that 

Mr. McGrain. That was the decision. 

Mr. Cuay. I don’t know what the decision was. 

Mr. McGraiu. That was all the appropirations they were getting 

Mr. Cuay. That was the governing factor. 

Mr. McGrarv. You made lists out selecting those 400 as the ones to 
be retained did you not ! 

Mr. Cray. Our primary job was to work on positions and not indi- 
viduals. 

Mr. McGrat. | am asking you whether you did draw up lists of 
employees in NPA who were going to be retained after June 30? 

Mr. Cuay. We frequently had the personnel people draw up the 
people with their different retention rights so we had something to 
work from. 

Mr. McGraw. Did you and the other WOC’s actually draw up 
lists with the names on them ¢ 

Mr. Cuiay. I can’t remember. 

Mr. McGrait. Do you recall that you were advised, you and the 
other WOC’s on this group that were reorganizing NPA, do you recall 
that you were advised that your lists were not consistent with the 
civil-service regulations. 

Mr. Cray. [ am sure in all the pressure of the operation, there were 
jobs every day that were being thrown back or the incumbents were 
In various stages of civil-service consideration or reconsideration. 

We worked around the clock. To separate anything down into 
numbers of specific cases as to that is an impossibility at this point. 

Mr. McGraw. Was there any attempt at one point to dismiss the 
list which you had drawn up and determine the employees to be re 
tained purely on the basis of the civil-service regulations ? 

Mr. Cuay. There were many suggestions and discussions made. 
I! cannot separate them at this point. 

Mr. McGraizt. Do you remember a meeting at Carlton Hotel? On 
June 25, 1953, in the suite of rooms of the Owens-Illinois Glass Co. ? 

Mr. Cuay. I have been in there a number of times. 

Mr. McGrat. Do you recall the meeting at that particular date and 
at that particular place and the subject in particular was the em 
ployees to be retained in the reorganization and the problems faced by 
civil-service regulations ? 

Mr. Cray. As I mentioned earlier I cannot se parate days or events 
at that time. 

Mr. McGrail. Do you recall any such meeting ? 
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Mr. Ciay. I am sure we had many discussions, many matters were 
brought up that were just this way and that way, as far as which way 
Civil Service would go, how they would be processed, I can’t separate 
them out. 

Mr. McGratt. Did you know a Raymond Hoover? 

Mr. Cuiay. Yes, I did. 

Mr. McGrat. Who was he? 

Mr. Cray. Raymond Hoover at one time was Administrative Off- 
cer for my Bureau. 

Mr. McGraw. During this period, May and June 1953, what were 
his actual duties? 

Mr. Cray. At some point in this area he became director of per- 
sonnel or having primary personnel responsibilities for the NPA. I 
can't tell you the exact dates. 

Mr. Maerz. Mr. Chairman, I offer in evidence each of the various 
documents to which reference has been made. 

The CHarrman. Accepted. 

(The documents referred to are as follows :) 
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Mr. Harkins. Mr. Clay, you were on the Munitions Board Advisory 
Committee before you became a WOC, were you not? 

Mr. Cray. Quite a bit before. Because the Munitions Board was 
abolished and some of its duties were assigned elsewhere. 

Mr. Harkins. Then you were on other advisory committees in the 
Department of Defense. You testified this morning. 

Mr. Cray. That is correct. 

Mr. Harxins. Were you on these advisory committees as a.repre- 
sentative of National Starch during the time that you were a WOC ‘ 

Mr. Cray. I believe that I was and I believe I contacted Mr. Ray- 
mond Norris, who was the presiding officer responsible for that and 
thought it was best for me to give that up because of my present opera- 
tion and they urged me to remain on that committee. 

I remember specifically speaking to Mr. Norris about it. 

Mr. Harkins. But you did serve on various advisory committees as 
a representative of National Starch while you were a WOC? 

Mr. Cray. Not as a representative of National Starch. On the 
Munitions Board and Department of Defense was a committee of 
outstanding experts regardless of affiliation from industry. 

Mr. McGrau. Mr. Clay, it has been stated—we have been advised 
that back in May when Mr. Lyall Tracy came down that he and his 
committee of WOC’s, which included you and some other WOC’s, 
took over for all practical purposes the control and administration 
of NPA and that the then Acting Administrator, Mr. McCoy, was in 
effect inactive, sitting on the sidelines. Would you agree with that 
statement ? 

Mr. Cray. I believe that at some point it was necessary for Mr. 
McCoy to devote all his time to budgetary problems, which were cer- 
tainly the lifeblood of the—— 

Mr. McGrart. Mr. Lyall Tracy, who was a WOC, and you and 
other WOC’s in the group were then running NPA. Is that a cor- 
rect statement 

Mr. Cray. I would be more inclined to say that it might have been 
the Assistant Secretary of Commerce that was running NPA. 

Mr. McGrat.. He had the ultimate authority because the Director 
of NPA reported to him, but as far as the operation of NPA was 
concerned was that being handled by Mr. Lyall Tracy, you, and Mr. 
O'Keefe and Mr. Chapple? 

Mr. Cray. In order to operate we had to have instructions to 
operate. We were at an operating level. 

Mr. McGraw... The operation was being done by Mr. Tracy and his 
WOC's; is that correct ? 

Mr. Cray. No. It was done by the Secretary through Mr. Tracy 
and through us. 

Mr. McGram. But as far as the Assistant Secretary he was not 
coming down to the NPA offices and running it, was he ¢ 

Mr. Cray. I can only speak for myself that I heard or saw the 
Secretary practically every day during that period of time. Certainly 
a number of times per week. 





Wwoc’s AND GOVERNMENT ADVISORY GROUPS 1319 


Mr. McGrau. Was he devoting himself then to the controlling and 
managing of NPA? 

Mr. Cray. He was certainly taking a great deal of interest in it. 

The CuHatrman. All right. Then we will terminate the hearings 
for today and, Mr. Clay, we want to thank you for your patience. 
Thank your counsel for being present, and the meeting will now ad- 
journ and we will assemble tomorrow morning at 10: 30, not 10. 

(Whereupon at 3:30 p. m. the hearing adjourned, to reconvene at 
10:30 a. m., October 26, 1955.) 
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WEDNESDAY, NOVEMBER 2, 1955 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 2: 30 p. m., in room 346, 
Old House Office Building, Hon. Emanuel Celler (chairman of the 
full committee) presiding. 

Present: Representatives Celler (chairman), Rodino, and Keating. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Har- 
kins, cocounsel; and William W. Milligan, assistant counsel of the 
subcommittee. 

The CuarrMan. The meeting will now come to order. 

Our first witness this afternoon is Mr. Arthur S. Flemming, Di- 
rector of the Office of Defense Mobilization. 


TESTIMONY OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION 


The Cuarrman. Mr. Flemming, you have submitted a statement. 


We would be glad to have you read it. 
Mr. FLemminea. Mr. Chairman and members of the committee, I am 
glad to Ret before this committee and to supply any information I 


can which might assist the committee in its study of the problems of 
oil imports. 

As suggested in your letters, I will read a brief background state- 
ment on my responsibilities and activities with respect to that prob- 
lem a then will attempt to answer whatever questions you may wish 
to ask. 

As you know, the Director of the Office of Defense Mobilization has 
been charged with the responsibility for the coordination of all 
mobilization activities of the Government and for the direction and 
control of operations under certain mobilization statutes. 

That responsibility includes the determination of the levels of 
productive capacity and supply which would be needed in the event 
of full mobilization and the provision of certain forms of Govern- 
ment assistance to encourage private industry to install additional 
capacity and supply necessary to complete that mobilization base. 

Vith respect to the oil industry, assistance in the form of rapid 
tax amortization has been extended for the drilling of wells, the 
construction of refineries, storage facilities, pipe lines, et cetera. 

The expansion goal on oil wells was closed almost a year ago, 
as were other petroleum goals. 
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The initial refinery goal was enlarged but it appears that it will be 
met soon after the first of the year. 

Oil storage and pipeline certifications are now limited to special de- 
fense programs. 

The initial goal for alkylate facilities for high-octane gasoline was 
met but it has recently been substantially increased; we hope to meet 
the new goal some time next year. In general, then, the productive 
capacity of the domestic oil industry which would be available in time 
of mobilization now appears to be adequate to meet essential needs. 

It is important, of course, in this as in other segments of the mobili- 
zation base, that that capacity be maintained. 

A substantial factor in this problem—maintenance of the domestic 
base—is the effect of the level of oil imports upon domestic production. 

The importance of this relationship to the national defense was 
recognized by the Presidential Advisory Committee on Energy Sup- 
plies and Resources Policy in its report to the President on February 
26, 1955. 

The CuHarrmMan. Would you mind me interrupting, or would you 
rather have us wait until the statement is completed ¢ 

Mr. Ftemminc. Whatever is your pleasure, Mr. Chairman. 

The CHarrMan. On page 2, subdivision 1, under title B, you say: 


The expansion goal on oil wells was closed almost a year ago, aS were other 
petroleum goals. 


By whom was that done? 

Mr. Fiemmine. The office of ODM. 

The CHarrmMan. Yourself? 

Mr. Ftemmina. That is right. 

The CuHatrrman. And what authority did you have for that? 

Mr. FLemminga. Rapid amortization tax certificates, Mr. Chairman, 
were granted under a provision of the Internal Revenue Code, the 
number of which I would have to supply for the record (see. 678). 
But that provision on the law provides that they are to be granted by 
an official designated by the President, whenever that official finds 
that the proposed facility or development, whatever the case may be, 
is necessary for defense. And the President by order designated the 
Director of ODM. 

In order to administer that program in as orderly and systematic 
t manner as possible, we have used the device of establishing expan- 
sion goals in these various areas. Those expansion goals reflect what 
we regard as the gaps in our mobilization base at any given time, And 
if there is a gap, as reflected by an open goal, and if an application is 
made for a certificate of necessity, and if it complies with the other 
requirements for such a certificate, it will be granted. But when the 
evidence available to us indicates that the gap has been closed, we 
then close out the goal and no longer grant any rapid tax amortiza- 
tion certificates in that particular area. 

The CHAIRMAN. Would you say that presently there is no necessity 


for rapid tax amortization ? 

Mr. Fiemmine. In the areas where we have closed the goal, then 
as far as those areas are concerned there is no rapid tax amortization 
necessary. 

We have open at the present time 33 goals. We made a review of 
the situation within the past few months and cut the number of open 
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goals down from about 84 to 33, so that there are now 33 areas where 
we will still process certificates. 
ete Does that mean that the industry is in pretty sound 
sha 

r. FLemmMine. Well, we do not comment—I mean, we do not pass 
judgment on the economic condition of the industry. The only thing 
we are interested in in any particular instance is, do we have the ca- 
pacity to meet the requirements that would confront us in the event 
of general mobilization. 

he CHarrMan. What I am driving at is this: Does that indicate 
that the industry is strong and has no need for rapid tax amortiza- 
tion? You close the door on that, and thus you discourage expansion ; 
therefore, would it not appear that the industry is in a pretty strong 
condition ? 

Mr. Ftemmine. What it means is that the resources available in that 
particular area are, in our judgment, adequate to take care of the needs 
of general mobilization. 

he Cuarrman. What I am driving at is this, Mr. Flemming: If 
the industry is in a strong, powerful condition, what would be the 
need of curtailing imports? That is what I am driving at. 

Mr. Fremminea. Mr. Chairman, I am coming to that in the outline 
here. I am going to set forth the Cabinet Committee’s reasons for 
arriving at tle recommendation it did. 

But the only significance, the sole significance to be attached to the 
closing of an expansion goal is a determination on our part that the 
existing resvurces are adequate to take care of the needs of general 
mobilization . 

But then, sv; I have indicated here, once we have achieved that kind 
of a level, or’ e we have closed the gap, of course, we are interested in 
keeping it at that particular level. And as I proceed with my state- 
ment, Mr. Chairman, I think I will provide an answer to the question 
that you have just raised. 

Mr, Harxrns. Dr. Pieeiang, how many expansion goals are still 
open to the petroleum industry ? 

Mr. Fiemminec. As you will notice here, under B-3, where there is 
a certification that a particular project on oil storage or on pipeline 
is needed for defense purposes, that is still open. But that would 
require a special certification that that particular proposal was essen- 
tial for defense. 

And then, you will also notice that the goal for alkylate facilities 
for high-octane gasoline is still open. Those are the only ones. 

Mr. Materz. You have a subsidization program for alkylate facili- 
ties ; do you not ? 

Mr. Fiemmine. Pardon me for one moment. 

Just to toumpiete that, the initial refinery goal is also still open. 

Pardon me? 

Mr. Materz. I just wondered whether—it is not a terribly important 
question—but I wonder whether you have a subsidization program to 
get needed alkylate facilities. 

Mr. Fiemmine. I don’t recall any offhand. 

Mr. Maerz. Actually, I think it is being handled by the defense 
facilities, 

Mr. Ftemmine. That may be. 
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The CuarrMan. Proceed, Doctor. 

Mr. Fiemmine. The Cabinet Committee, or the President’s Ad- 
visory Committee, to which I referred, was created by the President 
on July 30, 1954, and consisted of the Secretaries of State, Treasury, 
Defense, Interior, Commerce, and Labor, the Attorney General, and 
the Director of ODM asChairman. It was directed to— 
undertake a study to evaluate all factors pertaining to the continued develop- 
ment of energy supplies and resources fuels in the United States, with the aim 
of strengthening the national defense, providing orderly industrial growth, and 
assuring supplies for our expanding national economy and for any future 
emergency. 

b The CHAIRMAN. That was before the Trade Agreements Extension 
Act? 

Mr. Ftemmrina. That is correct. 

The Cuairman. Almost a year before? 

Mr. Ftemminea. This was set up on July 30, 1954. 

The Cuarrman. That is a little less than a year before the Trade 
Agreements Extension Act was passed ? 

Mr. Fiemmine. That is correct. 

I was authorized, after consultation with the other members of 
the committee, to appoint from outside the Government a task force 
of experts from each of the areas to be studied. 

The task force so created consisted of James F. Brownlee, a partner 
of J. H. Whitney & Co., as chairman; John Ed. Warren, a vice presi- 
dent of the National City Bank of New York; Charles J. Potter, 
president of the Rochester & Pittsburgh Coal Co.; ; and Robert H. 
Wilkin, a retired Federal judge. 

Mr. Warren, who was responsible for the preparation of materials 
for the oil and gas studies of the committee, is a former Deputy Admin- 
istrator of the Petroleum Administration for Defense, which position 
he held from May 1952 through June 30, 1953. He is a petroleum 
engineer with some 25 years’ experience in the field and is a former 
president of Independent Petroleum Association of America. He is 
a member of the National Petroleum Council and the American Asso- 
ciation of Petroleum Geologists. 

The Cuatrman. Are you aware, Dr. Flemming, that the Independ- 
ent Petroleum Association of America was organized for and prose- 
cuted a vigorous campaign to prevent imports in the United States? 

Mr. FLtemmine. I am very much aware of the fact that they are very 
much interested in that problem, I can assure you. 

The Cuarrman. Were you aware of that at the time of your appoint- 
ment of Mr. Warren? 

Mr. FLtemmine. Yes; I was aware of their position on the matter; 
no question about it. 

At this point I would like to refer to a request from your com- 
mittee that I report on any relationship between the activities of the 
task force and those of the National Petroleum Council. I know of 
none. While Mr. Warren is a member of the Council and while the 
task force undoubtedly made use of statistical information previously 
collected by the Council, there was no tie-in between the activities of 
the two groups. The task force studies were made independently of 
all other groups. 
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Mr. Harkins. Dr. Flemming, the Secretary of the Interior was a 
member of the Cabinet Committee ? 

Mr. Fremmine. That is correct. 

Mr. Harxrns. And he would have the benefit of your advice, and 
that of the consultants to the task force, and all the information that 
they had compiled? 

Mr. Fiemmine. That is correct. 

Mr. Harkins. Did the Secretary of the Interior participate him- 
self on the task force, or did his representative ? 

Mr. Fiemmine. He participated in quite a number of meetings 
himself; on other occasions he was represented either by his Under 
Secretary, who was then Mr. Tudor, or by Mr. Wormser, the Assistant 
Secretary. 

The Cuarrman. May I ask this, Mr. Flemming: If there has been 
a National Petroleum Council, what was the need for setting up this 
Cabinet Committee? 

Mr. Fiemmina. The President felt there was a need for it, and 
directed that it be set up. And there was a judgment on his part to 
the effect that he did want to have this Cabinet Committee set up to 
advise on the problems in this area. 

Mr. Materz. I take it, Mr. Flemming, that the Secretary of the In- 
terior might well have consulted with the National Petroleum Council 
in making recommendations to the Cabinet Committee, although that 
would be outside of your knowledge, of course. 

Mr. FLEMMING. tsa have no way of commenting on that one 
way or the other. 

Mr. Chairman, I should also say, as you will note from what I have 
already indicated, that this Cabinet Committee was set up to take a 
look at this Committee on Energy Supplies and Resources, and was 
not contined to oil, but to look at the problems of oil, gas, and coal. 
And, of course, the Petroleum Council is concerned with only one 
mpert of the problem. 

he task force operated in the manner usual in such studies by col- 
lecting information from all available governmental and industrial 
sources. 

A small staff was engaged to work over the material collected and 
consultants, expert in various phases of the problem, were called in for 
advice on specialized matters. 

The CuHarman. May I ask at that point, you first have your Cabi- 
net Council and then you have a task force—that is a sort of second 
layer—and then you have a third layer, a small staff. They are all 
separate and distinct, aren’t they, but coordinated in the sense of 
reporting back to the Cabinet Committee ? 

r. Fremmine. That is right. This small staff worked for the 
task force. 

The CuHarrman. Who were the members of the small staff? 

Mr. Fiemmine. Mr. Chairman, I would have to provide that for 
the record, and I will be very happy to do so. I am sorry; I didn’t 
know you wanted that, or I would have it here. But I will be glad 
to Fey tar it. 

e CuarrMANn. Do you know the number? Was it large or small ? 
Do you appoint the small staff yourself? 
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Mr. Fitemmine. Mr. Brownlee talked with me about it, and it was 
done in cooperation between Mr. Brownlee and myself. 

Mr. Harxrns. Is this staff the ODM staff, or is this the group of 
consultants that you cover in the next paragraph? Are you talking 
about two different things? 

Mr. Ftemmine. That is right. 

This was just a small group of people who did the ee of 
material and coordinating of material, and so on—just did a staff job 
for Mr. Brownlee and Mr. Warren and Mr. Potter and J udge Wilkin. 

The CuHatrman. Would you call them WOC’s? 

Mr. FLemmrne. I don’t know whether they were or not, offhand. 
They were just—— 

The CHAIRMAN. Were they paid? 

Mr. Fiemmine. That I would have to check. I am sure that some 
of them were paid, and I would have to check on that. 

Mr. Chairman, I will have to give you a complete statement on that 
small staff, and I would be glad to indicate just what the arrange- 
ments were, whether they are WOC and paid, or what not. 

The Cuarrman. And where they come from? 

Mr. Fremmine. That is right. 

The Cuarman. Now, B. 

Mr. FLtemmrine. B refers to your question. 

On oil and gas questions we were able to secure the advice of six 
extremely competent consultants who had expert knowledge of the 
oil-producing industry in general. In the course of their studies the 
considered a number of reports from various segments of the oil 
industry. 

The Cuatrman. Again I would like to know who they are and who 
hired them. You have not got that presently ¢ 

Mr. Fiemmrine. I can give you the names of that group, I think. 

The CHatrman. Let’s have them. 

Mr. Fiemmrine. Mr. Chairman, these people were brought together 
by Mr. Warren in connection with the gas and oil aspects of the 
study. 

Mr. Harxrns. Does that mean that Mr. Warren appointed them? 

Mr. FLemmine. Well, he brought them together. Who signed the 
official documents, and so on, I am not sure about that, but he is 
responsible for bringing them together. 

Mr. Harkins. Was it his determination that they serve as con- 
sultants? 

Mr. Fiemmine. That is right. 

The CHatrmaNn. You had nothing to do with the appointment of 
these six extremely competent consultants? 

Mr. FLemminea. To my recollection, I did not. 

The Cuarrman. You did have something to do with the so-called 
small staff ? 

Mr. Firemmine. That is right. Mr. Brownlee talked with me about 
people that serve on that. 

e CuatrMAN. Are you going to give us the names? 

Mr. Fitemmine. I will give you the names, and then I have a brief 
biography summary for each person, and I will provide that to the 
reporter for the record, if you so desire. 

Richard Gettel, Minor S, Jameson, Jr.— 
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The CHarrman. Who was Mr. Gettel? 

Mr. Fremmine. Let me just run down it. He was assistant pro- 
fessor of economics at Yale, from 1938 to 1941. He was Director of 
the Miscellaneous Products Rationing Division, OPA, from 1941 
to 1943. He was chief economist for Time, Inc., from 1945 to 1953. 
He was chief foreign economist for the Texas Co., 1953 to date. 

The Cuarrman. What company was that? 

Mr. Fremmine. Texas. 

The Cuatrman. The oil company ? 

Mr. Fremmine. That is right. 

He was rapporteur for the commercial policy committee, United 
States Council, International Chamber of Commerce, since 1946; 
United States delegate, International Chamber of Commerce meetings 
in Quebec, Lisbon, and Paris, 1947-52; member, foreign commerce 
committee, United States Chamber of Commerce since 1953. 

The Cuairman. Do you know whether or not during the term of 
his employment as such an expert he was actively engaged as an em- 
ployee of the Texas Co.? 

Mr. FLtemminea. The answer is “Yes”; he served as a WOC. 

The next one, Minor S. Jameson, Jr., he was an analyst for the 
Federal Trade Commission from 1935 to 1937, and assistant to presi- 
dent, Independent Petroleum Association of America, 1937 to date. 

Robert E. Hardwicke—— 

The Cuarrman. Was Mr. Jameson at the time of his employment 
as so-called expert actively engaged in the work of the Independent 
Petroleum Association of America? 

Mr. FLtemmina. I assume that he was, sir. And, I say, these people 
functioned as consultants. 

Robert E. Hardwicke, lawyer with the Gulf Oil Corp., Houston, 
Fort Worth, and Caracas, Venezuela, 1918 to 1929; private practice 
from 1929 to 1933; consultant, associate, and chief counsel, Petroleum 
Administration for War, Washington and Texas, 1943-46; and he is 
a senior partner of Hardwicke, Haddaway & Pope, Fort Worth, Tex., 
down to the present time. 

Cecil Lloyd Burrill was an assistant professor of accounting in 
Harvard from 1938 to 1940; petroleum economist, Standard Oil Com- 
pany of New Jersey, from 1940 to 1945 ; head of the budget department 
from 1945 to 1949; director, Creole Oil Corp., from 1945 to 1950; direc- 
tor and vice president since September 1952. He was the Director 
of the Program Division, the Petroleum Administration for Defense, 
from 1950 to 1952. And he was the petroleum consultant for the 
ECA in Paris, France, during the summer of 1948. 

The Cuarrman. And at the present time he is chief economist of 
the Standard Oil Co. ? 

Mr. Fiemmine. No. At the present time he is director and vice 
president of the Creole Petroleum Corp. 

The Cuarrman. That is an oil company in connection with the 
Venezuela oil; is it? 

Mr. Fiemmine. I do not know, Mr. Chairman. 

Richard Joseph Gonzalez. He was instructor in economics, Uni- 
versity of Texas, 1932 to 1935; assistant professor, 1936 to 1937; assist- 
ant professor, University of New Mexico, 1935 to 1936; economic 
adviser in the Humble Oil & Refining Co., 1937-51, director since 
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1951; member of American Economics Association, American Statis- 
tical Association, Econometric Society, and the American Petroleum 
Institute. 

The Cuarrman. And while he was on WOC, as indicated, he had 
active participation in the Humble Oil & Refining Co., Houston, Tex. ! 

Mr. Fiemmina. I assume that he did. He has been a director since 
1951. 

Serge B. Jurenev, security analyst and economist, J. P. Morgan 
& Co. from 1925 to 1941; head economist of the Claims Division, 
Department of Justice, 1941-42. He was the secretary of the Conti- 
nental Oil Co., New York City, from 1942 to 1949; and vice president 
in charge, coordinating and planning, Houston, 1949 to 1952; assistant 
to chairman of the board since 1953; member American Petroleum 
Institute and Independent Petroleum Association. 

The Cuarrman. And while he was thus employed as WOC, he was 
connected with the continental Oil Co., of New York? 

Mr. Ftemmina. I assume that he was, yes. 

Mr. Harkins. Mr. Flemming, did this group of consultants act as 
advisory to the committee, or how did they operate ? 

Mr. Ftemmine. I don’t know whether they came together as a grou 
and acted as an advisory council as a group to Mr. Brownlee’s tas. 
force, or whether the various individuals were asked to give advice 
on particular points. But they assisted the task force in the prepara- 
tion of the working papers which they, in turn, put before the Cabinet 
committee. 

Mr. Keatinc. Would you expect to turn to oil and gas companies 
for experts on oil and gas questions ? 

Mr. Ftemmine. Mr. Congressman, I certainly would. 

Mr. Keating. You couldn’t turn to Congress on oil and gas, or at 
least on oil, or to anyone other than oil and gas companies. Where 
could you get an expert unless there was somebody who was a professor 
in the past, if you didn’t go to an oil and gas company ? 

Mr. Fitemminea. Mr. Congressman, the only objective here in setting 
up the task force and asking a person like Mr. Warren, with his com- 
petence in that area, to serve on the task force was to get the best in- 
formation that it was possible to get from people who were thoroughly 
acquainted with the business, and then, of course, it became the re- 
sponsibility of the Cabinet committee to weigh that information, 
along with all other information that we obtained, and arrive at a 
peas. amy But it seems to me that this is a perfectly normal, logical, 
and desirable procedure, if you are going to be provided with basic 
information on a problem of this kind. 

Mr. Roprno. Aren’t there any experts in oil and gas who are out- 
side of the oil industry ¢ 

Mr. F.iemmine. Undoubtedly there are some, and undoubtedly 
there are some in the Department of the Interior. And, of course, 
the opinions of those people are reflected through the Secretary of 
the Interior in the discussions of the Cabinet committee. 

Mr. Roptno. Were any of these selected as consultants! 

Mr. Ftemmine. Pardon me? 

Mr. Ropino. Were any of these selected as consultants ? 

Mr. Fiemmina. Not at this particular stage in this particular 


study. 
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Mr. Roprno. Is there any explanation for that?) Why not? 

Mr. Fitemminc. Well, those that we asked to do the job decided to 
do it in this particular way, and then we, in turn, had the benefit of 
the advice of any of the people who were in Government, through 
the appropriate Cabinet officer. 


And as I will indicate a little later on, I can assure you that in this 
particular case the Cabinet officers participated very vigorously in 
the analysis of these problems and debating the issues, the issues that 
have to be faced in this particular field. And there is no secret about 


this at all; this is simply an occasion of getting what information 
could be obtained from these particular people. 

Mr. Harkins. Dr. Flemming, would you say that these consultants 
represented all interests in the petroleum industry ? 

Mr. FLEmMrnG. I would be the last to say that, because there are a 
great many different interests and a great many different points of 
view. 

Mr. Keating. There are as many interests as there are companies; 
aren’t there? 

Mr. FLtemmine. Almost. And I would say that Mr. Warren in- 
dicated to me that in selecting those, he did try to get representatives 
of various points of view, but not necessarily all points of view. I 
would be the last to allege that that was the case. 

Mr. Harkins. Would it be fair to say that the consultants repre- 
sented essentialy two groups: the domestic producing section of the 
industry—that is, the people who are producers domestically without 
foreign production properties—and the second group, the major com- 
panies who have foreign producing properties ? 

Mr. Fiemmine. Well, certainly these two were reflected in that 
particular group, there is no doubt about it. 

Mr. Harkins. There is nobody, for instance, who is primarily en- 
gaged in marketing, the jobber interests ? 

Mr. Fremmine. That is correct. In this particular instance they 
were interested in getting people who were acquainted with the pro- 
duction end of the business; that is the problem that we were con- 
centrating on. Some of these people may have some experience on 
the marketing side, I don’t know; it doesn’t appear that way on the 
surface, but maybe they did. 

The Cuatrrman. Dr. Flemming, on this third layer of so-called small 
staff, the fourth layer consultants, would you say that the consuming 
public was represented ? 

Mr. Fremmine. Mr. Chairman, let me answer that question in this 
way: In setting up the original task force, we definitely had in mind 
getting on the task force a Per of view that would be disassociated 
completely from any one of these industries, the oil or the gas or the 
coal industry. ‘And that is why we asked Mr. Brownlee to come in 
and serve as chairman of it. 

As you know, during World War II he was the Deputy Director of 
OPA under Mr. Chester Bowles. And we also invited Judge Wilkin, 
who had been on the bench in the Cleveland area, who had retired, but 
had come to the District of Columbia and who is actually sitting on 
the bench here in the District of Columbia quite regularly at the 
present time. 

The CuarrMan. You are speaking of the task force now? 


67271—56—pt. 3——_10 
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Mr. Ftemmina. This is the task force. 

The CuarrMan. I was addressing myself to the so-called small task 
force and consultants. 

Mr. Fiemmine. Well, your statement is correct. As far as the 
small staff is concerned, they weren’t selected as representatives of 
anybody—I mean, they were selected to come in and do a technical 
job. 

As far as the consultants that participated with Mr. Warren in 
that phase of it, your statement is correct. But as far as the task 
force is concerned, we did feel, as a Cabinet committee, that we would 
like to have a couple of people evaluate the evidence who did not have 
any connection with any of these industries. 

Mr. Kratine. You had a coal man on the task force ¢ 

Mr. Fitemmine. Yes, sir; Mr. Potter. We deliberately—Mr. War- 
ren, we felt, had a thorough acquaintance with both the gas and the 
oil aspects of the problem, Mr. Potter with the coal, and we brought 
in two people who had not had previous background with either one, 
except in the course of their regular duties they may have come in 
contact with it—Mr. Brownlee and Judge Wilkin. 

The Cuarrman. Mr. Brownlee was a partner of J. H. Whitney & 
Co.:; they are investment bankers, aren’t they / 

Mr. Fiemoine. That is correct. 

The Cuarrman. Do they specialize in stocks concerning petroleum 
companies? 

Mr. Ftemmine. I don't know. 

Mr. Keattna. Is his economic thinking along the lines of Chester 
Bowles ? 

Mr. Ftemmine. May I say that Mr. Brownlee not only served in 
this particular capacity, but he has been a special consultant to ODM 
from the beginning. And we, all of us, from the President on down, 
have come to have the highest regard for his objectivity, for his ability 
to come to grips with basic issues and come up with recommendations 
that all of us feel are entitled to serious and careful consideration. 
I would say that Mr. Brownlee is the type of citizen who has been 
willing in season and out of season to serve the Government when it 
appeared that there was a job for him to do. I have never known 
him to turn aside from it, and I am sure that he responded in World 
War II in just that spirit. 

The CuarrmMan. I want to say that from the reputation that I know 
of Mr. Brownlee, he is exactly as you have indicated. 

Mr. Ftemmine. Thank you, Mr. Chairman. I appreciate it. 

(The following biographical information concerning individuals 
assisting the Cabinet Committee on Energy Supplies and Resources 
Policy was extracted from a list of WOC’s serving in the Office of 
Defense Mobilization transmitted to Congressman Celler by letter 
dated October 13, 1955 :) 

Name: Burrill, Cecil L. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: October 12, 1954 to November 30, 1954. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953, to date of separation: None paid. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to oil and gas. 
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Education and experience: Engineering degree, University of Washington, 
Seattle, Wash.; November 1945 to August 1949, head of budget department, 
Standard Oil Co., New York, N. Y.; August 1949 to December 1950, director, 
Creole Petroleum Corp., New York City; December 1950 to June 1952, Director, 
Program Division, Petroleum Administration for Defense, Washington, D. C,; 
June 1952 to March 1954, vice president, Creole Petroleum Corp., New York 
City; March 1954 to present, chief economist, Standard Oil Co., New York City. 


Name: Gettell, Richard Glenn. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: October 6, 1954 to November 30, 1954. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953, to date of separation: $506.25. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy, and advised on matters per- 
taining to gas and oil. 

Education and experience: AB degree, Amherst College, Amherst, Mass.; Ph. 
D. degree, University of California and Berkeley, Calif.; 1938 to 1941, assistant 
professor of economics, Yale University, New Haven, Conn.; June 1941 to Janu- 
ary 1948, Director, Miscellaneous Products, Office of Price Administration, Wash- 
ington, D. C.; January 1943 to September 1945, United States Air Force ; Decem- 
ber 1945 to December 1953, chief economist, Time, Inc., New York, N. Y.; De- 
cember 1953 to present, chief foreign economist, the Texas Co., New York, N. Y. 

Active business connections during period of employment: The Texas Co., New 
York, N. Y. 


Name: Gonzalez, Richard J. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: October 6, 1954 to November 30, 1954. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953, to date of separation: None paid. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to gas and oil. 

Education and experience: Degree in economics, University of Texas, Austin, 
Tex.; 1932 to June 1935, instructor, University of Texas, Austin, Tex. ; September 
1935 to February 1936, assistant professor, University of New Mexico, Albu- 
querque, N. Mex.; February 1936 to July 1936, project manager, Resettlement 
Administration, Chimayo, N. Mex.; September 1936 to June 1937, assistant pro- 
fessor, University of Texas.; July 1937 to present, director, treasurer, Humble 
Oil & Refining Co., Houston, Tex. 

Active business connections during period of employment: Humble Oil & Re- 
fining Co., Houston, Tex. 


Name: Hardwicke, Robert EF. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: October 20, 1954, to November 19, 1954. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953, to date of separation: $338.99. 

Nature of services performed: Served as a consultant to the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to gas and oil. 

Education and experience: LL. B. degree, University of Texas, Austin, Tex.; 
1918-29, law department, Gulf Oil Coprp., Fort Worth, Tex.; 1929-33, self- 
employed ; 1983-48, senior partner, Hardwicke, Brelsford & Check, Fort Worth, 
Tex.; July 1948 to January 1946, consultant, Petroleum Administration for War, 
Washington, D. C.; 1947 to July 1952, senior partner, Hardwicke & Hardwicke, 
Fort Worth, Tex. ; July 1952 to present, senior partner, Hardwicke, Haddaway & 
Pope, Fort Worth, Tex. 

Active business connections during period of employment: Hardwicke, Had- 
daway & Pope, attorneys, Fort Worth, Tex. 


Name: Jameson, Minor §S., Jr. 
Type of appointment: Consultant (WOC). 
Starting and termination dates: October 6, 1954, to November 30, 1954. 
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Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953, to date of separation: None paid. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy and Supplies and Resources Policy and advised on matters 
pertaining to oil and gas. 

Education and experience: Graduate of Massachusetts Institute of Technology, 
Cambridge, Mass. ; 1930-34, January 1935 to November 1937, Federal Trade Com- 
mission, Washington, D. C.; November 1942 to October 1945, United States Army 
(captain) ; November 1937 to date; assistant to president, Independent Petroleum 
Association of America, Washington, D. C. 

Active business connections during period of employment: Independent Pe- 
troleum Association of America, Washington, D. C. 


Name: Jurenev, Serge G. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: October 7, 1954, to November 30, 1954. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid to date of separation: $581.25. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to oil and gas. 

Education and experience: Graduate of University of Prague, Czechoslovakia 
and Dartmouth College, Hanover, N. H., June 1925 to June 1941, economist and 
statistician, J. P. Morgan & Co., Inc., New York, N. Y., June 1941 to February 
1942, Chief of Economics Section, Department of Justice, Washington, D. C., 
February 1942 to present, assistant to chairman of the board, Continental Oil 
Co., New York, N. Y. 

Active business connections during period of employment: Continental Oil Co., 
New York, N. Y. 


Name: Parkes, Edmundson. 

Type of appointment: Consultant. 

Starting and termination dates: November 3, 1954, to December 2, 1954. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1954. 

Total expenses paid January 1, 1953, to date of separation: None paid. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on: matters per- 
taining to oil and gas. 

Education and experience: Mechanical engineering degree, University of 
Arkansas; degree in advance management, Harvard School of Business Admin- 
istration; June 1925 to October 1925, Arkansas Textiles Co., Pine Bluff, Ark.; 
February 1928 to date, vice president, United Gas Pipe Line Co., Shreveport, La. 

Active business connections during period of employment: United Gas Pipe 
Line Co., Shreveport, La. 


Name: Potter, Charles J. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: September 29, 1954 to January 31, 1955. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953 to date of separation: $546.75. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to the task force. 

Education and experience: Degree in chemical engineering, School of Mines, 
University of Missouri, and West Virginia University, Morgantown, W. Va.; 
1943-46, Deputy Solid Fuels Administrator, Department of Interior, Wash- 
ington, D. C.; 1940 to present, president, Rochester & Pittsburgh Coal Co., 
Indiana, Pa. 

Active business connections during period of employment: Rochester & Pitts- 
burgh Coal Co., Indiana, Pa. 


Name: Rather, C. Pratt. 
Type of appointment: Consultant (WOC). 
Starting and termination dates: October 12, 1954 to November 30, 1954. 
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Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953 to date of separation: None paid. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to oil and gas. 

Education and experience: Bachelor of science degree in chemical engineering, 
Georgia School of Technology, Atlanta, Ga.; 1923-36, president, Alabama Water 
Service Co.; 1936 to present, president, Southern Natural Gas Co., Birmingham, 
Ala. 

Active business connections during period of employment: Southern Natural 
Gas Co., Birmingham, Ala. 


Name: Warren, John E. 

Type of appointment: Consultant (WOC). 

Starting and termination dates: September 22, 1954 to January 31, 1955. 

Statutory authority. for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953 to date of separation, $1,365.39. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy and advised on matters per- 
taining to oil and gas. 

Education and experience: Degree in geology, University of Washington; 
February 1925 to February 1926, United States Geological Survey, Casper, Wyo. 
February 1926 to October 1934, district superintendent, Continental Oil Co., 
Ponea City, Okla.; October 1934 to April 1952, self-employed, Carl B. King Drill- 
ing Co., and King, Warren & Dye, Midland, Tex.; April 1952 to July 1953, 
Deputy Administrator for Petroleum, Department of the Interior, Washington, 
D. C.; January 1954 to present, vice president, National City Bank, New York, 
N, 2 

Active business connections during period of employment: National City Bank, 
New York, N. Y. 


Name: Wilkin, Robert N. 

Type of appointment: consultant (WOC). 

Starting and termination dates: October 20, 1954 to Januaty 31, 1955. 

Statutory authority for employment: Executive Order 10182, section 101 (a), 
dated November 21, 1950. 

Total expenses paid January 1, 1953, to date of separation: None paid. 

Nature of services performed: Served as a consultant with the Cabinet Com- 
mittee on Energy Supplies and Resources Policy, Task Force Committee, and 
served as a public member. 

Education and experience: Law degree, law school, University of Virginia: 
June 1989 to present, United States district judge, United States of America, 
Washington, D. C. 

Active business connections during period of employment : United States district 
judge, northern district of Ohio. 


Mr. Fitemmine. Might I also say this, Mr. Chairman, while we are 
on this point that we have been discussing. I think I ought to make 
this a part of the record. 

At Mr. Brownlee’s suggestion in October 1954, I put out this release : 

The Cabinet Committee on Energy Supplies and Resources Policy today in- 
vited interested segments of the economy to present their written views on 
methods which would assist in the continued development in the United States 
of energy resources and fuels, including coal, petroleum, and natural gas. 

The Committee set October 20, 1954, as the latest date for the submission of 
the written presentations. 

In issuing the invitation, Arthur S. Flemming, chairman of the Committee, 
noted that the Committee must complete its study and submit recommendations 
to the President by December 1, 1954. 

As you will note, we didn’t meet that deadline, quite. 

Objective of the Committee is to make recommendations which 
would lead to strengthening the national defense, providing orderly 
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industrial growth, and assuring supplies of energy resources and 
fuel for our expanding national ec onomy and any future emergency. 


In addition to producers of coal, petroleum, and natural gas, Mr. Flemming 
said that various State regulatory bodies, as well as other eeatinedite of the 
economy, may desire to express their viewpoints. 

“These viewpoints,” he‘said, “will be extremely helpful to the Committee in 
developing its recommendations, and therefore we desire the views of all inter- 
ested parties.” 


The rest of it is just detail. 
And then it says: 


Members of the task force are James F. Brownlee, chairman, John Ed. Warren 
for oil and gas, and Charles J. Potter for coal. 


And it was right after that that Judge Wilkin was also added. 

I would like, Mr. Chairman, to offer that as a-part of the record. 

(Press releases dated July 30, September 20, October 7, and October 
11, 1954, are as follows:) 


{Immediate release, July 30, 1954——James C. Hagerty, press secretary to the President] 
THe Waite House 


Formation of a Cabinet Committee on Energy Supplies and Resources Policy 
was announced today at the White House. The Committee will be composed of 
the heads of the following agencies: Department of State, Department of Defense, 
Department of Justice, Department of the Interior, Department of Commerce, 
Department of Labor, Office of Defense Mobilization, Chairman. 

The defense of the Nation in wartime and the continued expansion of the 
United States economy in peacetime require an abundant supply of energy. 
The industrial progress of the United States has been marked by rapidly increas- 
ing annual and per capital utilization of energy resources. 

At the direction of the President the Committee will undertake a study to 
evaluate all factors pertaining to the continued development of energy supplies 
and resources and fuels in the United States, with the aim of strengthening 
the national defense, providing orderly industrial growth, and assuring supplies 
for our expanding national economy and for any future emergency. 

The Committee will review factors affecting the requirements and supplies 
of the major sources of energy including: 


Coal (anthracite, bituminous, and lignite; as well as coke, coal tars, and 
synthetic liquid fuels) 
Petroleum and natural gas 


The Chairman of the Committee, after consultation with the members of the 
Committee, will appoint from outside of the Government experts in each one 
of the areas to be studied to serve, under his direction, as members of a task 
force or forces. 

The Committee will submit, not later than December 1, 1954, its recommenda- 
tions to the President. 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
Washington 25, D. C. 

{For immediate release, Monday, September 20, 1954] 


Appointment of three members to the task force of the Cabinet Committee 
on Energy Supplies and Resources Policy, which was recently formed by Presi- 
dent Eisenhower, was announced today by Arthur S. Flemming, Chairman of the 
Committee. 

The task force will be responsible for preparation of the materials to 
be used by the Committee. It is the Committee's responsibility in its study to 
evaluate all factors pertaining to the continued development of energy supplies 
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and resources and fuels in the United States, with the aim of strengthening the 
national defense, providing orderly industrial growth, and assuring supplies for 
our expanding national economy in any future emergency. 

Mr. Flemming, who also is Director of the Office of Defense Mobilization, 
said that he has appointed James F. Brownlee as chairman of the task force. 
Mr. Brownlee, a general partner of J. H. Whitney & Co., has been a special 
consultant to the Director of Defense Mobilization for nearly 2 years. He has 
held numerous Government, business, and economic posts in the past 10 years 
since his original service with the War Production Board in 1941-42. He 
served with the War Foods Administration as Director of Transportation ; 
Deputy Administrator of the Office of Price Administration; Deputy Director 
of the Office of Economic Stabilization; and from October 1950 to May 1951 
as consultant to the Economic Stabilization Administration. 

The other two members of the task force appointed today are John Ed. 
Warren and Charles J. Potter. Mr. Warren, a vice president of the National 
City Bank of New York, who will be responsible for the oil and gas studies 
of the task force, is a former Deputy Administrator of the Petroleum Adminis- 
tration for Defense, which position he held from May 1952 through June 30, 
1953. A petroleum engineer with some 25 years’ experience in the field, he is a 
member of the National Petroleum Council and the American Association of 
Petroleum Geologists. 

Mr. Potter, president of the Rochester & Pittsburgh Coal Co. of Indiana, Pa., 
who will be responsible for coal aspects of the task force studies, was Deputy 
Administrator of the Solid Fuels Administration from November 1948 to Novem- 
ber 1945. 

The task force will immediately begin assembling and evaluating various 
data affecting the requirements and supplies of the major sources of energy 
including coal (anthracite, bituminous, and lignite, as well as synthetic liquid 
fuels), and petroleum and natural gas. 

Mr. Flemming said that additional appointments to the task force will be 
announced as they are made. In addition to this task force, task forces com- 
prised of representatives of the coal, oil, and gas industries will be appointed. 


{For immediate release Thursday, October 7, 1954] 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
Washington 25, D. C. 


The Cabinet Committee on Energy Supplies and Resources Policy today invited 
interested segments of the economy to present their written views on methods 
which would assist in the continued development in the United States of energy 
resources and fuels, including coal, petroleum, and natural gas. 

The Committee set October 20, 1954, as the latest date for the submission of 
the written presentations. 

In issuing the invitation, Arthur S. Flemming, Chairman of the Committee, 
noted that the Committee must complete its study and submit recommendations 
to the President by December 1, 1954. 

Objective of the committee is to make recommendations which would lead to 
strengthening the national defense, providing orderly industrial growth and 
assuring supplies of energy resources and fuel for our expanding national econ- 
omy and any future emergency. 

In addition to producers of coal, petroleum and natural gas, Mr. Flemming 
said that various State regulatory bodies, as well as other segments of the econ- 
omy, may desire to express their viewpoints. 

“These viewpoints,” he said, “will be extremely helpful to the Committee in 
developing its recommendations, and therefore we desire the views of all inter- 
ested parties.” 

Presentations should be directed to the Cabinet Committee on Energy Sup- 
plies and Resources Policy, Executive Office Building, Washington 25, D. C. 

To expedite its study, the Committee is requesting that 4 copies of each pre- 
sentation be submitted so that 1 copy may be provided to each member of the 
Committee’s recently formed task force. 

Members of the task force are James F. Brownlee, Chairman, John Ed. Warren 
for oil and gas, and Charles J. Potter for coal. 
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{For immediate release Monday, October 11, 1954] 
EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
Washington 25, D. C. 


Arthur S. Flemming, Chairman of the Cabinet Committee on Energy Supplies 


and Resources Policy, today appointed five consultants to the Committee’s task 
torce. 


The consultants will be working closely with John Ed. Warren, vice president 
of the National City Bank of New York, who is responsible for the oil and gas 
aspects of the task force study. 


Consultants who have been appointed for the oil area, are: Richard G. Gettell, 
chief foreign economist, the Texas Co., New York, N, Y.; Richard J. Gonzales, 
treasurer and director, Humble Oil & Refining Co., Houston, Tex.; Minor S. 
Jameson, Jr., assistant to the president, Independent Petroleum Association of 
America, Washington, D. C.; and Serge B. Jurenev, assistant to the chairman of 
the board, Continental Oil Co., New York, N. Y. 

Appointed as a consultant in the natural-gas area is C. Pratt Rather, president 
of the Southern Natural Gas Co., Birmingham, Ala. As other appointments are 
made, they will be announced. 

Mr. Fitemmine. Now, going to page 5: 

The task force made a comprehensive report on all phases of the 
study which was carefully reviewed by the full committee. The re- 
port itself, in view of the fact that it is a working paper prepared as 
a part of a staff job for the President, has not been made public. The 
recommendations of the Presidential Advisory Committee were made 
public, however, and I should like to read a part of the recommenda- 
tion dealing with oil. 

The CratrMan. May I ask at that point, why was it not made pub- 
lic? We would like to have your reasons. 

Mr. Fiemme. I have stated it, Mr. Chairman, I think, there, in 
view of the fact that it is a working paper prepared as a part of the 
staff job for the President—in other words, these people were doing 
staff work within the Executive Office of the President, for the Presi- 
dent and, consequently, we felt that it was not appropriate to make 
that public. 

The CHarrman. Was it because it involved national security, or 
what, or just. because it was a part of the executive branch? 

Mr. Ftemmrne. No; a part of the staff—because it was a staff job 
for the President. As you know, the policy has been in all adminis- 
trations that papers of this kind are not made public. 

The CHamman. Not always. 

Mr. Fremmine. Well, it depends on the judgment of the President, 
as to what he wants to do with the staff advice that is given to him. 
But the general rule has been in all administrations that papers of 
that kind are to be regarded as a part of the Executive Office of the 
President and are not to be made public. 

In this particular instance, however, the end result, which is the 
report of the Presidential Advisory Committee, and for which each 
member of the Committee is prepared to account, was made public, 
and has been, of course, the subject of vigorous discussion, people 
agreeing with it and people disagreeing with it. So there is nothing 
hidden at all; it is right on the top of the table, this is what we rec- 
ommended to the President. 

And on the oil, we said this: 

The Committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore to 
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the production of domestic crude oil in 1954, the domestic fuel situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and the dis- 
covery of new sources of supply. 

In view of the foregoing, the Committee concludes that in the interest of na- 
tional defense imports should be kept in the balance recommended above. It is 
highly desirable that this be done by voluntary, individual action of those who 
are importing or those who become importers of crude or residual oil. The com- 
mittee believes that every effort should be made and will be made to avoid the 
necessity of governmental intervention. 

The Committee recommends, however, that if in the future the imports of 
crude oil and residual fuel oils exceed significantly the respective proportions 
that such imported oils bore to domestic production of crude oil in 1954 appro- 
priate action should be taken. 

The Committee recommends further that the desirable proportionate relation- 
ship between imports and domestie production be reviewed from time to time 
in the light of industrial expansion and changing economie and national defense 
requirements. 


(The report of the Cabinet Committee is as follows :) 


[For release at 11 a. m., February 26, 1955—James C. Hagerty, press secretary to the 
President] 


THe Waite House 
REPorRT ON ENERGY SUPPLIES AND RESOURCES POLICY 


INTRODUCTION 


The importance of energy to a strong and growing economy is clear. As 
conditions of supplies and reserves of coal, oil, and natural gas change, and as 
both defense and peacetime requirements come more clearly into focus, the bear- 
ing of Government policies upon energy needs reexamination. 

What degree and kind of public regulation is appropriate to the present situa- 
tion and future outlook? What trade policies for energy supplies will most 
effectively express the overlapping national needs for adequate protectable sup- 
plies in case of war and for encouragement of economic growth of this country 
and friendly countries elsewhere in the world? What steps may be taken to 
improve the economic position of the coal industry, now seriously depressed, 
without penalizing competing industries, as a means of enhancing the ability 
of that industry to contribute to the national defense? More particularly, 
should specific changes be made in tax, freight rate, research, Government pur- 
chasing, or other policies in the energy field? 

These and other policy questions press for careful review and decision. 

On July 30, 1954, the President established an Advisory Committee on Energy 
Supplies and Resources Policy. The Director of the Office of Defense Mobiliza- 
tion was designated as Chairman and the heads of the following agencies served 
as members: Department of State, Treasury, Defense, Justice, the Interior, Com- 
merce, and Labor. 

The White House directive respecting the Committee’s assignment included 
the following specific statements: 

“At the direction of the President the Committee will undertake a study to 
evaluate all factors pertaining to the continued development of energy supplies 
and resources and fuels in the United States, with the aim of strengthening the 
national defense, providing orderly industrial growth, and assuring supplies for 
our expanding national economy and for any future emergency. 

“The Committee will review factors affecting the requirements and supplies of 
the major sources of energy including coal (anthracite, bituminous, and lignite, 
as well as coke, coal tars, and synthetie liquid fuels) ; petroleum and natural 
gas.” 

The Committee has been aided greatly by an able and representative task force 
appointed pursuant to the President’s instructions. The Committee’s recom- 
mendations are set forth below. 
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RECOMMENDATIONS 
1. Natural-gas regulation 


We believe the problem of natural-gas regulation should be approached from 
the viewpoint of assuring adequate supplies and the discovery and development of 
additional reserves to support such supplies, in the interests of natural defense, 
an expanding domestic economy, and reasonable prices to consumers. 

To secure these objectives, it is essential to give due consideration to (1) the 
operations known as the production of natural gas, (2) the transportation of gas 
in interstate transmission lines, and (3) the distribution of gas in municipal- 
ities. Individual companies may engage in more than one of these activities. 
Each operation of such companies should be treated by like criteria according 
to its appropriate industry function. 

In the production of natural gas it is important that sound conservation 
practices be continued. This area of conservation management is under the 
jurisdiction of State conservation commissions. In the interest of a sound fuel 
policy and the protection of the national defense and consumer interests by assur- 
ing such a continued exploration for and development of adequate reserves as 
to provide an adequate supply of natural gas, we believe the Federal Government 
should not control the production, gathering, processing or sale of natural gas 
prior to its entry into an interstate transmission line. 

The interstate transmission of natural gas by the interstate transmission 
lines and the subsequent sale of such gas for resale is a public-utility function 
and should be under the regulation of the Federal Power Commission. In con- 
sidering the certification of new lines and applications for increased rates based 
ou new or renegotiated purchase contracts, the Commission should consider, in 
order to provide protection for the consumer, not only the assurance of supply 
but also whether the contract prices of the natural gas which the applicant has 
contracted to buy are competitively arrived at and represent the reasonable 
market field price, giving due consideration, in the interest of competition, to the 
reasonableness and appropriateness of contract provisions as they relate to exist- 
ing or future market field prices. 

The several States or their political subdivisions should continue to provide 
the public-utility regulation of distributing companies in accordance with usual 
utility practices. 

Thus the complete cycle of natural-gas production, transmission, and utiliza- 
tion will be appropriately regulated: the production and conservation of natural 
gas by the State conservation commissions; the interstate transmission of nat- 
ural gas by the Federal Power Commission; and the distribution by the local 
public utility commissions. 


2. Sales below cost by interstate pipeline companies 

The basic principle regarding the regulation of natural gas and the use of 
alternative energy sources should be as far as possible that of free choice by 
the consumer and free and fair competition among suppliers. This, it is con- 
fidently thought, will provide most effectively for the assurance and flexibility 
of energy supply, both for economic growth and strong security readiness. But 
sales either for resale or direct consumption below actual cost plus a fair 
proportion of fixed charges which drive out competing fuels constitute unfair 
competition and are inimical to a sound fuels economy. 

The Committee recommends, therefore, that appropriate action be taken that 
will prohibit sales by interstate pipelines either for resale or for direct con- 
sumption, which drive out competing fuels because the charges are below actual 
cost plus a fair proportion of fixed charges. 


3. Eminent domain for natural-gas storage 


The power of eminent domain for the acquisition of surface and mineral rights 
for the development of underground storage reservoirs should be granted subject 
to appropriate safeguards to protect the public safety, including the mining 
industry. 


4. Crude-oil imports and residual fuel-oil imports 

An expanding domestic oil industry, plus a healthy oil industry in friendly 
countries which help to supply the United States market, constitute basically 
important elements in the kind of industrial strength which contributes most 
to a strong national defense. Other energy industries, especially coal, must also 
maintain a level of operation which will make possible rapid expansion in output 
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should that become necessary. In this complex picture both domestic production 
and imports have important parts to play; neither should be sacrificed to the 
other. 

Since World War II importation of crude oil and residual fuel oil into the 
United States has increased substantially, with the result that today these oils 
supply a significant part of the United States market for fuels. 

The Committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore 
to the production of domestic crude oil in 1954, the domestic fuels situation could 
be so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and the dis- 
covery of new sources of supply. 

In view of the foregoing, the Committee concludes that in the interest of 
national defense imports should be kept in the balance recommended above. 
It is highly desirable that this be done by voluntary, individual action of those 
who are importing or those who become importers of crude or residual oil. The 
Committee believes that every effort should be made and will be made to avoid 
the necessity of governmental intervention. 

The Committee recommends, however, that if in the future the imports of crude 
oil and residual fuel oils exceed significantly the respective proportions that such 
imported oils bore to domestic production of crude oil in 1954, appropriate action 
should be taken. 

The Committee recommends further that the desirable proportionate relation- 
ships between imports and domestic production be reviewed from time to time 
in the light of industrial expansion and changing economic and national-defense 
requirements. 

In arriving at these conclusions and recommendations, the Committee has 
taken into’ consideration the importance to the economies of friendly countries 
of their oil exports to the United States as well as the importance to the United 
States of the accessibility of foreign oil supplies both in peace and war. 


5. Petroleum refining capacity 

The Departments of Defense and the Interior should have studies made by 
their staffs and expert advisers as to the adequacy of present and prospective 
refinery capacity, both as to amount and dispersal, as well as other factors, to 
determine the need for any measures to maintain refinery capacity necessary 
for defense purposes, particularly the capacity operated by small, independent 
refineries. 
6. Tax incentives 

(a) Present tax provisions on coal, oil, and gas production have been an im- 
portant factor in encouraging development of energy suorces at a pace about in 
keeping with demand. Further analysis and study by the appropriate branches 
of the Government should from time to time be made to review the amount and 
method of making such allowances to maintain proper relationships with con- 
tinuing changes in other features of the tax law. Any changes which may be 
proposed in the future must be analyzed in terms of their probable effect on 
development of domestic resources needed for economic progress and national 
defense as well as the fiscal and tax policies of the Government. 

(b) Retroactive tax legislation and special relief provisions should be avoided. 

(c) Accelerated amortization should be used only to insure the maintenance 
of a sound mobilization base for energy supplies. 


7. Research and development program for coal 

We recognize that coal is a great national asset and endorse a cooperative 
study to determine what research and development could be undertaken. The 
coal industry and both Federal and State governments should participate in 
this study and its cost. 


8. Unemployment and business distress in the coal industry 


We recognize that serious unemployment and business distress exist in the 
coal industry and recommend that the Interdepartmental Committee on the Soft 
Coal Industry be continued for the purpose of developing for Cabinet considera- 
tion specific action programs to alleviate these conditions. 


9. Coal freight rates 
In order to maintain coal’s vitality as an instrument of national defense by 
improving currently its ability to compete with other fuels, the railroads, by 
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voluntary action, and, in the absence thereof, the Interstate Commerce Com- 
mission, by compulsory order, should adjust freight rates to the extent neces- 
sary to remove the excessive and disproportionate contribution that coal rates 
are making to meet the cost of other unprofitable services of the railroad industry. 
Trainload rates should be established to reflect the lower costs of such service. 


10. Coal exports 


(a) The Government should urge foreign governments to reduce unreasonable 
discriminatory restrictions against imports of United States coal. 

(b) The Government, when making foreign loans, should use its best efforts 
to obtain provisions to prevent discrimination against United States coal. Dis- 
crimination would be judged to exist when United States coal imports are dis- 
allowed despite its availability at costs no higher than foreign coal. 

(c) The Government should expedite efforts to establish credits through the 
Export-Import Bank to foreign banking institutions in countries where there is 
reasonable prospect of repayment so that American coal exporters can offer 
more competitive payment terms to foreign customers. 

(d@) Where United States coal can be supplied competitively with other avail- 
able coal, the Government should use its best efforts to enlarge the participation 
of United States coal in the foreign-aid program. 

(e) The Government should compensate for higher shipping costs when 
incurred as a result of the requirement that 50 percent of all shipments be in 
United States ships at fair and reasonable United States market rates. 


11. Mobilization requirements for coke 


The Committee believes that present and prospective rates of shutdown and 
dismantling of select-type coke ovens will leave inadequate coking capacity to 
support full mobilization production of steel and other essential wartime industry. 

On the basis of national security, coke requirements can only be met if the 
Oftice of Defense Mobilization is directed to prepare plans to make the necessary 
arrangements and tests to expand coke production rapidly in the case of an 
emergency. 


12. Government fuel-purchasing policy 


In working out a more consistent and equitable coal-purchase policy, the fol- 
lowing steps should be taken : 

(a) The Secretary of Labor under the Walsh-Healey Act should pursue his 
present policy of making determinations of wage standards applicable in the coal- 
producing areas and should establish these standards at the earliest practicable 
date. 

(b) The Government agencies should, to the extent practicable, purchase not 
less than 75 perent of their estimated annual coal requirements on a contract 
basis. 

(c) All Government agencies purchasing coal should, prior to and after the 
award of the contract, verify the quality of the coal offered and supplied to the 
agencies. 

(¢@) All Government contracts for the purchase of coal should contain appro- 
priate escalator clauses which protect the buyer and the seller. 

(e) In instances where it is not possible for a Government agency to take all 
the coal for which it has contracted, the deficit should be apportioned equitably 
among all participating contract suppliers without penalty to the Government. 

(f) Coal suppliers should be required to submit, along with their bids, proof 
of their ability to produce the requirements at the times specified. 

(g) All coal suppliers to the Government, regardless of size, should comply 
with the Federal Coal Mine Safety Act. 

(hh) All transactions with the Government relating to coal purchases and 
supply should be public information. 

(i) The domestic fuel purchasing policies set forth above should be applied 
to purchases of coal by companies acting as agents for the Federal Government 
as well as to purchases made direct by Government agencies. 

Prior to the purchase of any fuel by a Federal Government agency having a 
large annual use of fuel, that agency should request advice from the Office of 
Defense Mobilization as to how this purchase can contribute to the maintenance 
of a strong mobilization base within the domestic fuels industry. The Office of 
Defense Mobilization should be directed by Executive order to develop a mecha- 
nism for accomplishing this objective. 
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Mr. Roprno. I would like to interject a question at this time. On 
February 26, 1955, the President’s Commission on Energy Supplies 
and Fuel Resources recommended that independent producers selling 
gas in interstate commerce be exempted from Federal regulation. 
What is the position of the administration on that matter at this time? 

Mr. Ftemminea. Mr. Chairman, I appreciate that that question deals 
with another aspect of our report. In the communication that I re- 
ceived from the committee, it was indicated that the committee desired 
solely to discuss the oil aspects of the report. If the committee would 
like me at any time to discuss the other aspects, namely, the gas end 
of it, I would be very happy to do so. But I feel that I should be 
given the opportunity to prepare for that. 

The CHatrman. I hope the gentleman from New Jersey will not 
press his questions. 

Mr. Roptno. Well, it was included in the report. 

Mr. Keatrna. I am as interested as the gentleman from New York 
here in this problem, but I don’t think we ought to debate the Kerr 
bill or the Harris bill, or these other bills—I suspect the gentleman 
from New Jersey and I feel the same way about it, regardless of what 
this administration may recommend, or regardless of the testimony 
of this witness. 

Mr. Roprno. I am sure we do. 

Mr. Keating. And I propose to oppose the bill, as the gentleman 
from New Jersey did, in any Congress, whether it is a Democratic 
or Republican Congress. But I don’t think we ought to get into that 
here. 

Mr. Roprno. I will withdraw the question. But it was in the same 
report, and I thought if I directed him to the answer he might give 
it to us. 

The Carman. In the interest of expeditious proceedings, I don’t 
think we should get into this. 

Mr. Keattne. I don’t think you will ever have to answer it, because 
I don’t think that bill is ever going to get through the Congress. 

Mr. Fiemmine. Mr. Chairman, I appreciate handling it in this 
manner. And, may I say that the recommendation on oil received 
considerable recognition by the Congress during the course of its 
deliberations on the Trade Agreements Extension Act of 1955, both 
in committee and on the floor. 

The Senate committee report in explanation of the proposed sec- 
tion 7, which is known as the national security section, stated: 

The committee had before it several proposals dealing with specific commodi- 
ties, namely, petroleum, fluorspar, lead, and zinc. In lieu of specific action on 
each of these the committee adopted an amendment which specifies that the 
Director of the Office of Defense Mobilization shall report to the President when 
he has reason to believe that imports of a commodity are entering the United 
States in such quantities as to threaten to impair the national security; that 
the President shall cause an immediate investigation to be made if he feels 
there is reason for such belief; and that the President, if he finds a threat to 
the national security exists, shall take whatever action is necessary to adjust 
imports to a level that will not threaten to impair the national security. 

The committee believes that this amendment will provide a means for assist- 
ance to the various national-defense industries which would have been affected 
by the individual amendments presented. 

The Cuarrman. I take it that the President, when he appointed the 
committee that I spoke of before, did not act, of course, under section 7 
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of the Trade Agreements Extension Act, that act was passed almost a 
vear after the setting up of that committee. 

Mr. Fitemmine. That is correct. 

The CuarrmMan. Have you ever reported to the President as indi- 

cated, as you have read in section 7? 

Mr. FLemMine. I have not. As the rest of my testimony will bring 
out, I have not, up to the present time. 

The Cuatrrman. And the President has taken no action whatsoever / 

Mr. FLtemmine. That is correct. 

The Cuatrman. And there has been no public investigation, as 
indicated by section 7? 

_Mr. Fremmine. Well, section 7 doesn’t call for a public investiga- 
tion. 

The CuarMan. It says “immediate investigation.” 

Mr. Ftemmine. You mean after the certification by the Director of 
ODM. It doesn’t say how that investigation will be carried on. 

The Cuatrman. So that this Committee was set up by the Presi- 
dent with no relation whatsoever to section 7 of the Trade Agreements 
kixtension Act? 

Mr. Ftemmine. When the President set up the Committee, of course 
he didn’t envisage a section 7 in the Trade Agreements Act. The Con- 
gress, however, and particularly the Senate, did establish a relation- 
ship between the committee report and section 7. And I am just 
about to indicate here that the report of the commjttee referred to 
the study of the Presidential Advisory Committee as indicating the 
importance of a strong domestic petroleum industry, and after quoting 
in full the oil recommendation of that Committee, which is the rec- 


ommendation that I have just presented to this committee, said : 


Although no similar is presently available for fluorspar or lead and zine the 
committee feels that the Director of Defense Mobilization will be cognizant of 
the serious situation existing in those industries. 

Congress can initiate and adopt such legislation as it might deem advisable 
should the action needed to protect these essential industries not be taken. 

Senator Byrd in summarizing the views of the Senate Finance Com- 
mittee on the floor again read. the oil recommendations and recited 
the language I have just quoted. 

Mr. Chairman, as a further indication of the attitude of the mem- 
bers of the Senate relative to this matter, I would like to read to you 
and have in the record a letter that was addressed to me on July 23, 
promulgated July 23, by the following Senators: Senator Langer, 
Senator Case of South Dakota, Senator Anderson, Senator Mon- 
roney, Senator Scott, Senator Bender, Senator Dirksen, Senator Mans- 

field, Senator Martin of Pennsylvania, Senator Capehart, Senator 
Chavez, Senator Young, Senator Welker, Senator Daniel, Senator 
O’Mahoney, Senator Goldwater, Senator Kerr, Senator Jenner, Sena- 
tor Neely, Senator Curtis, Senator Kilgore, Senator Long, Senator 
Allott, Senator Schoeppel, Senator Barrett, and Senator Bible. 

Mr. Kratrnc. You mean all those Senator agreed on something ? 

Mr. Ftemminc. They all agreed to a letter to me. 

Mr. Kratine. I would be interested to hear that letter. 

Mr. Fiem™rine (reading) : 

As Senators interested in national security and expanding production of do- 
mestic natural resources, we observe with growing concern the increasing rate 
of imports of petroleum from foreign sources with relation to domestic pro- 
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duction. For the first 6 months of 1955, this ratio was substantially above that 
of 1954, the level recommended by the President’s Cabinet Committee on Energy 
Supplies and Resources Policy. This statement is based on United States Bu- 
reau of Mines statistics for the first 4 months of 1955, and on data collected 
by the American Petroleum Institute for May and June. Also, the imforma- 
tion supplied the Texas Railroad Commission as to future import programs 
indicated a continuing increase. 

You served as chairman of the Cabinet Committee which found that if the 
imports significantly were to exceed 1954 levels, the domestic fuel situation 
could be so impaired as to endanger the orderly industrial growth which assures 
the military and civilian supplies and reserves that are necessary to the na- 
tional defense.” Therefore, it is not an overstatement to point out that the 
importations of foreign oil at the rates which have prevailed during the first 
half of 1955 constitutes a threat to our security. 

As you know, the 1955 Extension of Trade Agreements Act contains a new 
provision commonly referred to as the national defense amendment, authorizing 
the President to take such action as he deems necessary to adjust imports of any 
commodity when such imports threaten to impair the national security. Re- 
sponsibility for initiating such action under that provision of the law rests with 
your office. 

In adopting the national-defense amendment, one of the principal factors 
considered by the Congress was the problem created by the large and increasing 
importation of foreign oil into the United States. In this connection, the Con- 
gress gave particular attention to the finding of the Cabinet committee, that in 
the interest of national defense, oil imports should not exceed significantly the 
ratio that these imports bore to the production of domestic crude oil in 1954. 

The legislative record of the Trade Agreements Extension Act in the Sen- 
ate Finance Committee and in the Senate itself shows that the new provision of 
the act was adopted in the light of assurance that the executive branch of the 
Government would take action under this new authority to assure that oil im- 
ports would not exceed the levels recommended by the special Cabinet com- 
mittee. In the case of oil imports, therefore, the executive and legislative 
branches of the Government are in agreement, without the need for further 
study, as to specific standards to be applied in implementing the policy contained 
in the national-defense amendment. 

In view of the continuing excess of importation of foreign oil beyond the 
limits already found injuriots to the national defense through a comprehensive 
study and investigation by the executive branch, and in view of the clear intent 
of the Congress in authorizing appropriate action under such conditions, we 
would greatly appreciate your informing us as to what actions are now being 
contemplated by you under the authority contained in the 1955 extension of the 
Trade Agreements Act. 

The Cuarrman. What action did you take, or what action do you 
contemplate under the authority contained in the 1955 extension of the 
Trade Agreements Act ? 

Mr. Ftemmine. Mr. Chairman, the rest of my statement is devoted 
to an answer to that question, if I may proceed. 

Mr. Keatine. May I ask 1 or 2 elementary questions to get this clear 
in my own mind? 

The national-defense problem involved, as I understand it, is that 
the domestic concerns must be kept operating at a stabilized or rea- 
sonable level so as to be ready in the event of mobilization to take 
care of our needs so that we wouldn't be totally dependent on foreign 
sources of supply. 

Is that an oversimplification of the defense question involved ? 

Mr. Fiemmuine. Mr. Congressman, that is certainly one of the con- 
siderations that is involved from a defense point of view. The other 
one is this, that our committee felt that we must, this country must, 
keep itself in a position where there is adequate incentive for explora- 
tion and discovery, so that we will be identifying the additional sources 
that may exist in this country. 
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And as you probably noted in that portion of the report that I read, 
we bore down on that very heavily. 

Mr. Keating. We heard that same argument when we debated the 
Kerr and the Harris bills, and I don’t want to get into that now. 

Mr. FLtemmine. I appreciate, Mr. Congressman, that there are two 
points of view on that, but that was the one aspect of the matter that 
the Cabinet committee felt should be given careful consideration, and 
we did so in our recommendation. 

Mr. Keratine. Now, apart from the defense feature of the proposi- 
tion, is it not a fact that to curtail the imports would have the natural 
effect of raising the price to the consumer? 

Mr. Fiemmine. Well, it certainly could have that effect; I mean, 
normally that would follow. 

The Cuatrman. As a matter of fact, the price has gone up since 
imports have been curtailed? 

Mr. Fremmine. Well, we have to distinguish between residual and 
crude on that. 

The Cuarrman. I mean on residual. 

Mr. Fiemmina. On residual, they have gone to—I don’t know 
whether that is in our communication or not, but they did go up, as 
I recall it, last July the price of residual went up. As far as crude 
is concerned, it is my understanding that that has not gone up, that 
that has remained at the same level. 

Mr. Materz. Didn’t the price go up on July 11 and August 8 on 
residual fuel oil delivered to the east coast 15 cents? 

Mr. Fiemmine. I don’t have the exact figure. I know that it 
went up, that the residual went up, just as the price of coal went up 
in July. ; 

Mr. Maerz. Wasn’t that increase due to compliance with your 
request to restrict imports ? 

Mr. Fiemmine. I don’t know. 

Mr. Maerz. Do you think there was a casual relationship? 

Mr. Fitemuine. The things that we have got to keep in mind is that 
imports also increased during that period, which I will bring out in 
my letter. In other words, during that period of time the imports 
went up. Now, maybe they didn’t go up as fast as they would have 
if it hadn’t been for our Cabinet committee recommendation. 

I think it would be rather difficult, in view of the sharp increase that 
took place in that period in residual oil, to trace the price increase 
solely to the Cabinet committee recommendation. 

Mr. Maerz. You think it was due in part to the recommendation ? 

Mr. Fiemmine. Frankly, I don’t know what the answer to that is. 

The Cuarrman. Wasn’t it due to the fact that Standard Oil Com- 
pany of New Jersey, for example, would deliver oil on the east coast, 
from California, and the transportation cost from California would 
be higher than the transportation of foreign imported oil? 

Mr. Fiemmine. That is correct, Mr. Chairman, that there was an 
increase in the residual oil transported from the west coast over to 
the east coast during that period, and obviously the transportation cost 
does have to be factored in. 

The CHairman. As a matter of fact, on July 11 and August 8, 
Standard of New Jersey inaugurated a rate increase of 15 cents on 
each of those dates for residual crude oil delivered to the east coast ? 
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Mr. Fitemmine. That is right. There was an increase at that time. 

The Cuarrman. That makes 30 cents? 

Mr. Fitemmine. That is right. 

Mr. Harkins. Those increases were due to the fact that Standard 
of New Jersey was bringing oil, residual fuel oil, from the west coast 
to the east coast ; were they not ? 

Mr. Ftemmrine. I don’t know whether that was the sole factor or 
whether it was one of the factors that entered into it or not. 

I mean, I am just not in a position to evaluate all of the factors that 
may have gone into it. It is just a question of fact, that if they are 
going to rely more on residual from the west coast, why, the transporta- 
tion cost is in the picture, and undoubtedly they would reflect that in 
their price. 

Mr. Harkins. They have to rely on the west coast supplies, because 
they were not supposed to bring any more imports into the east coast 
at your request. 

Mr. Fiemmine. During the same period the imports into the east 
coast were increasing, so this was a case of both imports increasing 
and supplies from the West increasing, and so on. 

As I say, I am not going to allege that maybe the imports wouldn't 
have increased more than they did if it had not been for the Cabinet 
committee recommendation. 

Mr. Materz. Dr. Flemming, is it or is it not a fact that voluntary 
limitation of petroleum imports will result in higher gasoline and fuel 
prices in the United States / 

Mr. Ftemmina. I am not prepared to answer that question one way 
or another, because there are a lot of forces that enter into the question 
of fixing prices, such as competition between the fuels, and a lot of 
other things. 

So, whether that would follow, I just don’t know. 

Mr. Matetz. What would be your judgment on that question, 
Doctor ¢ 

Mr. Fitemmina. I don’t know; I don’t have a judgment on it at this 

point. 
The CuarrmMan. Suppose you proceed, Doctor. 

Mr. Fiemmine. Now, Mr. Chairman, I would like to discuss the 
section 7 activities. 

Mr. Keating. That is, what was done by your Office ? 

Mr. Fitemmine. That is right. 

Enactment of section 7 of the Trade Agreements Extension Act of 
1955 requires me to advise the President whenever I have reason to 
believe that any article is being imported into the United States in 
such quantities as to threaten to impair the national security. 

The Presidential Advisory Committee study on oil imports has 
indicated that such a threat would exist if the imports of crude and 
residual oils should exceed significantly the respective proportions 
that those imports bore to the production of domestic crude in 1954. 

In keeping with my responsibilities under section 7, we recently 
called upon 40 oil-importing companies for information which would 
enable us to evaluate progress being made toward the standards set by 
the committee. A list of the companies to which this letter was sent 
and a table showing a monthly comparison of 1954-55 imports are 
available for the record. 


67271—56—pt. 83——-11 
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Mr. Chairman, in your letter you asked me to supply that, and that 


is available. 


(The list of companies is as follows :) 


The following companies received letters of August 5 and September 12, 1955, 
from the Director of the Office of Defense Mobilization : 


Asiatic Petroleum Corp. 
Atlantic Refining Co. 

Cities Service Co. 

Eastern States Petroleum Co. 
Gulf Oil Corp. 

Phillips Petroleum Co. 

Shell Oil Co. 

Shell Caribbean Petroleum Co. 
Sinclair Refining Co. 

Socony Mobil Oil Co., Ine. 
Southwestern Petroleum Co. 
Standard Oil Co., of California 
Standard Oil Co. (Indiana) 
Standard Oil Co. (New Jersey ) 
Sun Oil Co. 

Texas Co. 

Tidewater Associated Oil Co. 


First National Oil Corp. 
Hess Fuel Co. 

International Refineries, Inc. 
Lake Superior Refining Co. 
Malco Refineries, Ine. 
Mohawk Petroleum Corp. 
Old Dutch Refining Co. 
Paragon Oil Co., Ine. 
Republic Oil Refining Co. 
Richfield Oil Corp. 
Southeastern Oil, Inc. 
Southwestern Oil & Refining Co. 
Steuart Petroleum Co. 
Wilshire Oil Co., Ine. 
Woodley Petroleum Co, 
Northwestern Refining Co. 
Great Northern Oil Co. 


Aurora Gasoline Co. 
Leonard Refineries, Inc. 
Wisconsin Oil Refining Co., Inc. 


McBride Oil Co. 
Crown Central Petroleum Corp. 
Douglas Oil Co. of California 


Mr. Harkins. What date was this letter? 

Mr. Fiemmina. The first letter was in August—I think it was 
August 5. 

Mr. Harkins. August 5, and this was sent to 18 companies? 

Mr. Fiemmrine. Originally it was sent to 18 companies, and the 
follow-up letter was also sent to 18, and then following that we devel- 
oped another list of apparently smaller importers, about 22, that we 
sent copies of both letters to, and requested them to furnish us with 


the same information. 
Now, we are discovering that some of those on that list of 22 were 


not in fact importers. So, | I don’t know what the list will finally shake 
down to. But at the moment there have been 40 companies that have 


been contacted. 
(Letter from ODM to the importing companies dated August 5, 
1955, is as follows:) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., August 5, 1955. 


In passing the Trade Agreements Extension Act, Congress included the follow- 
ing section: 

Sec. 7. Section 2 of the Act entitled “An Act to extend the authority of the 
President to enter into trade agreements under section 350 of the Tariff Act of 
1930, as amended,” approved July 1, 1954 (19 U. S. C., see. 1352a), is hereby 
amended by inserting “(a)” after “Src. 2.” and by adding at the end thereof a 
new subsection as follows: 

“(b) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President, and if the Presi- 
dent agrees that there is reason for such belief, the President shall cause an 
immediate investigation to be made to determine the facts. If, on the basis of 
such investigation, and the report to him of the findings and recommendations 
made in connection therewith, the President finds that the article is being im- 
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ported into the United States in such quantities as to threaten to impair the 
national security, he shall take such action as he deems necessary to adjust the 
imports of such article to a level that will not threaten to impair the national 
security.” 

You will recall that the Presidential Advisory Committee on Energy Supplies 
and Resources Policy, in a report which it released on February 26, 1955, included 
the following paragraphs: 

The committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oils bore to 
the production of domestic crude oil in 1954, the domestic-fuels situation could be 
so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and the dis- 
covery of new sources of supply. 

In view of the foreging, the committee concludes that in the interest of national 
defense imports should be kept in the balance recommended above. It is highly 
desirable that this be done by voluntary, individual action of those who are 
importing or those who become importers of crude or residual oil. The com- 
mittee believes that every effort should be made and will be made to avoid the 
necessity of governmental intervention. 

The committee recommends, however, that if in the future the imports of 
crude oil and residual fuel oils exceed significantly the respective proportions 
that such imported oils bore to domestic production of crude oil in 1954, appro- 
priate action should be taken. 

Preliminary figures furnished to this Office on imports of crude and residual 
oils for the first half of 1955 indicate that the imports of some companies have 
exceeded and apparently will continue to exceed the formula recommended by 
the advisory committee. 

In the light of the responsibility placed upon the Director of the Office of De- 
fense Mobilization by section 7 of the Trade Agreements Extension Act, I am 
requesting your company and all other importing companies to provide me by 
August 19 with the folowing information for crude oil, refined products, and 
residual oils: 

1. A month-by-month comparison of imports in 1955 through July 31 with the 
corresponding months in 1954 on both a forecasting and an actual basis. 

2. A statement of the policy that your company intends to follow as far as 
imports are concerned during the remainder of 1955 and for the first 6 months 
of 1956. 

Sincerely yours, 
ARTHURS. FLEMMING, Director. 


Mr. Keatine. Is this monthly comparison attached to your state- 
ment someway, or are you just supplying that / 

Mr. Ftemmine. We are supplying it; it is available, Mr. Congress- 
man. 

(The monthly comparison referred to is as follows :) 


Monthly comparison of imports of crude oil and residual fuel oil, 1954 and 1955 


[Thousands of barrels] 


Crude oil imports Residual fuel oil imports 


1954 1955 


January...-.-- , ; 19, 141 | 22, 922 3, 815 17, 773 
February - - -- “ae ‘i 17, 395 21, 033 3,3 16, 265 
March. .---- Secs 20, 260 22, 989 2, 16, 037 
apes 63 65kdean te i , sina nein 17, 229 20, 907 | i 11, 735 
kitted gh atk fh hasta le 4S ceeds 21, 957 23, 017 | 8, 11, 089 
Sa : Y | 18, 728 22, 934 | 9, 10, 189 
Saige os . awk . debneae 22, 448 | 25, 788 | F | 7, 390 
I a ini ite tntenentnthle atta tetttexd -=s-| 20, 589 | 23, 406 | 10, 907 


Source: U. 8. Department of Interior, Bureau of Mines. 
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The Cuarrman. Could you summarize it by telling what in 1954 was 
the eee of imported oils to the total, or to the domestic produced 
oils? 

Mr. Fiemminc. That is for the year 1954, of the total amount pro- 
duced or imported, what percentage of that was imported—is that 
your question ¢ 

Mr. Keatine. Yes, sir. 

Mr. Fiemminc. About 10 percent for crude oil, Mr. Congressman, 
and about 5% percent for residual. 

Mr. Keratine. And this committee found that a threat would exist 
if the imports exceeded significantly those for 1954, which were as to 
crude, 10.2; and as to residual, some other to be supplied percentage ; 
am I correct in what they found ? 

Mr. Fiemmine. That is, if the proportionate relationship that ex- 
isted in 1954 was disturbed, namely, the 10 percent, the 10.2 that you 
are talking about, that was the finding on the part of the Cabinet 
committee. 

Mr. Krartine. I respect the position that you take with regard to 
the confidential communications, but would it be amiss if I were to 
ask if that was the unanimous decision of the Cabinet committee ? 

Mr. Fremmine. Yes; the Cabinet committee was unanimous. All 
members of the committee signed the report and were unanimous in the 
conclusions arrived at. Aue I might say, as far as that specific con- 
clusion is concerned, Mr. Congressman, that that was the subject of 
very long and vigorous discussion on the part of the members of the 
committee themselves. And they finally arrived at that conclusion. 

I think you can appreciate the fact by reading the next sentence of 
the report that we were not dogmatic about it; we didn’t say that it 
should stay there forever, but as of that particular time, that repre- 
sented our best judgment as to the step that needed to be taken. 

Now, as a result of the information furnished in response to this 
letter, I informed the companies by letter of September 12, 1955, that 
current importing policies would not assure the maintenance of that 
amount of oil production in this country which the Presidential Ad- 
visory Committee found necessary to the national defense. 

I told them that in the absence of individual voluntary action by 
the importing companies, over and above that already taken, we would 
have to take action under the Trade Agreements Extension Act of 
1955. 

I asked the companies for additional suggestions on the subject, 
since I would like to be certain that a solution on the basis of volun- 
tary action is not available before advising the President under sec- 
tion 7 of that act that I have reason to believe the level of oil imports 
threatens to impair the national security. 

(Letter from ODM to the importing companies, dated September 
12, 1955, is as follows:) 

SEPTEMBER 12, 1955. 

This has reference to my letter of August 5, 1955, to you and other companies 
engaged in the importation of oil into the United States. In that letter I called 
attention to my responsibilities as Director of the Office of Defense Mobilization 
under the Trade Agreements Extension Act of 1955 and to the recommendations 


of the Presidential Advisory Committee on Energy Supplies and Resources 
Policy concerning imports of oil. I requested you and the other companies to 


= 


provide me with information concerning oil imports in the first 7 months of 
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this year and the corresponding months of last year together with a statement 
on the import policy of your company during the remainder of 1955 and the 
first 6 months of 1956. 

From the information furnished me it has been possible to reach some con- 
clusions about progress toward the standard set by the Committee; namely, 
that imports of crude and residual oils preserve the respective proportions that 
those imports bore to the production of domestic crude oil in 1954. 

It appears that while domestic crude production increased slightly over 5 
percent in the first 7 months of 1955 over the level of production in 1954, the 
imports of crude oil increased nearly 15 percent and the imports of residual 
oil increased over 23 percent. Half of the companies reporting imports of crude 
oil exceeded the ratio recommended by the Committee and three quarters of the 
companies reporting imports of residual oils exceeded that ratio. 

The statements of policy which the reporting companies made concerning 
future imports make it clear that, unless policy changes take place, the imports 
for the next several months will continue to be substantially in excess of the 
Advisory Committee’s standard. I should add that many special circumstances 
were set out explaining the reasons for individual increases upon which I am 
not attempting to pass judgment at this time. 

The situation, stated simply, is that, considering the picture as a whole, the 
decisions that have been made to date will not assure the maintenance of that 
amount of oil production in this country which the Presidential Advisory Com- 
mittee found is necessary to the national defense. It appears inescapable that 
in the absence of individual voluntary action by the importing companies, over 
and above that already taken, the Government will have to take action as 
provided fer in the Trade Agreements Extension Act of 1955. 

I should very much appreciate receiving any suggestions from you that you 
consider pertinent to the problem. I am addressing a similar letter to all other 
importing companies. I want to be certain that a solution on the basis of 
voluntary action is not available before any Government action is taken. 

I would appreciate receiving any recommendations that you desire to make by 
Wednesday, September 21, 1955. 

Sincerely yours, 
: ARTHUR S., FLEMMING, Director. 


The companies to which the letter was sent are: 


Asiatic Petroleum Corp., 50 West 50th Street, New York 20, N. Y. 

Atlantic Refining Co., 260 South Broad Street, Philadelphia, Pa. 

Cities Service Co., 60 Wall Street, New York, N. Y. 

Eastern States Petroleum Co., 89838 Manchester Avenue, Houston, Tex. 

Gulf Oil Corp., Gulf Building, Pittsburgh, Pa. 

Phillips Petroleum Co., Phillips Building, Bartlesville, Okla. 

Shell Oil Co., 50 West 50th Street, New York 20, N. Y. 

Shell Caribbean Petroleum Co., 50 West 50th Street, New York 20, N. Y. 
Sinclair Refining Co., 800 Fifth Avenue, New York 20, N. Y. 

Socony Mobil Oil Co., 26 Broadway, New York 4, N. Y. 

Southwestern Petroleum Co., 917 North Main Street, Fort Worth, Tex. 
Standard Oil Company of California, 225 Bush Street, San Francisco 20, Calif. 
Standard Oil Co. (Indiana), 910 South Michigan Avenue, Chicago, Ill. 

Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New York 20, N. Y. 

Sun Oil Co., 1608 Walnut Street, Philadelphia 3, Pa. 

Texas Co., 135 East 42d Street, New York 17, N. Y. 

Tide Water Associated Oil Co., 79 New Montgomery Street, San Francisco 20, 

Calif. 

McBride Oil Co., LaBlance, Tex. 

The Cuarrman. Do you think that your action that you have out- 
lined just now was in accordance with section 7? Wasn’t it your 
duty to advise the President first, and then have the President take 
some action, or make an investigation, and then have that investiga- 
tion develop some conclusions? 

Mr. Fiemmine. Mr. Chairman, I felt and still feel that it was my 
responsibility to see if the companies were willing to proceed in the 
manner suggested in the Cabinet report, namely, by individual volun- 
tary action to bring their imports into line with our recommendation 
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before making a formal finding under section 7 of the Trade Agree- 
ments Act to the effect that the situation was such as to impair or as 
to threaten to impair the national security, and that therefore the 
President should take formal action under section 7. 

The Cuarrman. Don’t you think that your statement, at the top of 
page 8. 1 and 2, is in the nature of something akin to coercion / 

Mr. Fuemminc. Mr. C hairman, I wouldn’t regard it as such. It is 
a statement of fact, namely, that I do have certain responsibilities 
under the Trade Agreements Extension Act, but that we had expressed 
the hope in our C abinet committee report that this could be handled 
by individual, voluntary action, and that if it could be handled in that 
way, it would not be necessary for us to proceed formally under the 
Yrade Agreements Extension Act. 

And I may say that we still hope, as I will indicate before I com- 
»lete my statement, that that will happen, and that it will not be 
uecessary for the Government to formally proceed under this section, 
because if the Government does, I feel that we will be starting down 
a road that may not be a short road, but may be a very long road. 

The Cuamman. You wouldn't say that section 7 of the T rade Agree- 
inents Extension Act implies anything even remotely connected ‘with 
individual voluntary action, would you! 

Mr. FLEMMING. Section 7 doesn’t deal with that, it just simply 
says—it is a rather sweeping delegation of authority to the President, 
and simply says that he may take such action as he deems appropri- 
ate if he makes such a finding. 

The CuarrmMan. Whatever action the President deems appropriate, 
not whatever action you deem appropriate / 

Mr. Fiemmine. That is correct. But he acts only after certification 
by the Director of ODM. 

In other words, the Director of ODM must start the process. 

The Cuarrman. What is meant by individual voluntary action? 

Mr. Fremuine. Mr. Chairman, just exactly what the words imply, 
that the hope is expressed that the individual companies would arrive 
voluntarily at a decision to take such action as would ultimately bring 
the total picture into line with the Cabinet recommendation. We 
didn’t feel that we had any right, nor did we feel that it would be 
good policy to suggest that it ‘be done in any other way, except by 
individual, voluntary action. And those two words have been re- 
peated every time we have made any contact with the companies. 

The Cuairman. Of course I am speaking from a realistic stand- 
point. Iam trying to project a little bit further than you do when you 

say “individual voluntary action.’ 

Suppose some importer took action and the others would not. He 
would lapse back into the old practice, wouldn't he? Or suppose 2 
took the same action or 3 or + and they met together and they said 
they would do this. Then 3 or 4 did it or 2 or 3 more did it, might it 
not be a violation of the antitrust law ? 

Mr. Fremmine. We certainly thought there was a distinct pos- 
sibility of that kind; that is why we said individual voluntary action. 

Mr. Keatine. And you thought the decent thing for you to do 
before cracking down on these companies officially was to give them 
an opportunity, to put their own house in order ? 

Mr. Ftemuinc. That sums it up perfectly. 
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The CHarrman. You couldn’t crack down on them officially. 

Mr. Fiemmine. We could start the proceedings. We could cer- 
tainly certify it to the President and then if the President agrees that 
the situation does impair the national security the Congress has given 
him plenty of authority to crack down. 

The Cuarmman. If the President took some action I take it there 
would be an investigation. I take it in all fairness there might be 
representation involving the public interest, the consumer interest, 
the jobbing interest as w vell. They might have had their opportunity 
to present their views. I don’t know “whether that is the case here. 

Mr. Fremmine,. Mr. Chairman, the import of your question is that 
I have not up to the present time held any formal public hearings. I 
can say to you that my own thinking has been in this if at any time I 
felt that I was up to the place where I should make a formal assertion 
to the President, before I arrive finally at a conclusion that I should 
make such a formal assertion I would give the people an opportunity 
in a public hearing to present their point of view. 

The Cuamman. I am sure you would, from knowledge of what you 
do as Director, but I think here you have taken a shortcut. Instead 
of following section 7, you wrote these letters to these companies and 
I wonder—I am not saying categorically it is so—whether or not there 
is something in the nature of coercion there. 

Mr. Keratine. If it was coercion it was Renee 

The CHarrMan. Maybe you call it benign, I don’t know whether 
that follows the statute that’s all. 

Weare a government of law, not a government of men. 

Mr. Ftemnine. Mr. Chairman, very fortunately the Attorney Gen- 
eral of the United States is a member of my committee, take the last 
letter that went out, that was checked carefully by him before it went 
out. So he did not raise any question with me at all as to the legality 
of the action. I think what you have said here is simply this kind of 
a situation, that Congress said that if I found that imports in any 
particular area were of such a nature as to impair national security, 
then I should so certify to the President. 

Well, of course, you have to find out first what level of imports in 
any particular area you have to reach before it impairs national se- 
curity In this particular area, I happen to have behind me a report 
agreed upon by the Cabinet committee, a report which was also re- 
ferred to very ‘favorably by all of the Senators whose names I read 
just a little while ago in connection with the passage of this amend- 
ment in the Senate of the United States. 

All I am saying to the oil companies here is that this is the standard 
that has been agreed upon. Before we take any action, formal action 
based on the assumption that in this regard it has, the standard has 
been exceeded, I would just like to know whether or not there is any 
chance of your coming within the standard on an individual voluntary 
basis. And if you do I am confronted with an entirely different 
factual situation than I would otherwise be confronted with. 

The Cuatrman. Where in the statute do you find anything that 
gives you authority even to recommend individual voluntary action ? 
Where is there such a statute ? 

Mr. Fremmine. Mr. Chairman, it seems to me if the National Secu- 
rity amendment had not been passed to the Trade Agreements Act that 
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the Government would have had a perfect right to write to the import- 
ing companies and call their attention to the report of the Cabinet 
Committee and the recommendation of the Cabinet Committee and to 
ask those companies whether or not they intended to adjust to the 
recommendation of the Cabinet Committee. 

The Cuarrman. Didn’t Congress outline a procedure in the Trade 
Extension Agreements Act ? 

Mr. Ftemminec. That is right. 

The Cuatrman. And you did not follow that procedure ? 

Mr. Fiemmine. Not up to the present time, but there is nothing 
to prevent our following that procedure. We hope that the factual 
situation there will prove to be such that it will not be necessary for us 
to follow it. 

The Cuatrman. I don’t think the choice is yours. I think you must 
follow the procedure laid down by Congress and not the proeedure that 
you devise. 

Mr. Keartrne. They have not gotten to the point yet of going through 
the procedure laid down by Congress. This is all an effort to see if 
these companies can’t put their own house in order. 

The Cuarrman. I am concerned 

Mr. Fiemmine. If the Congress had never passed section 7 of the 
Trade Agreements Act, nothing would have stood in the way of the 
executive branch exercising leadership to the extent of writing to the 
oil companies, calling their attention to a finding made in the name of 
national defense in the interests of national defense and asking them 
whether or not they had any plans to conform to that particular report. 

That is all we have been doing up to the present time. 

Mr. Maerz. Dr. Flemming, don’t you think that Congress by pass- 
ing section 7 of the Trade Agreements Act set forth a mechanism and 
the only mechanism which should be followed by the executive agen- 
cies in restricting importations. 

Mr. Fiemmina. If the executive branch has any intention of taking 
formal action, formally restricting imports, there is no doubt at all 
but that it must proceed under section 7 but on the other hand there 
is nothing in the world to prevent the executive branch from expressing 
the hope that individual voluntary action will be taken along the lines 
of the Cabinet Committee report which will obviate the necessity of 
taking formal action. This letter which I have written just in the 
last few days is not binding on anybody. 

It is purely a suggestion on the part of this Advisory Committee 
which legally the companies concerned could ignore. 

Mr. Keatrne. They do that every day, in the field of business, labor, 
agriculture, banking every day. They should try to get people af- 
fected by these laws to voluntarily put their own houses in order before 
the Government cracks down. I think that is something to be 
commended. 

Mr. Fitemmrine, I feel that way and I feel it goes to a very basic and 
fundamental issue as far as Government is concerned. As the mem- 
bers of the committee know, I spent a good deal of time working in 
the manpower field during World War II. During World War TI 
the Federal Government. endeavored to handle its manpower prob- 
lems solely and entirely by exercising leadership and asking the citi- 
zens to respond to that leadership. That is all we are doing in this 
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particular instance. We are trying to exercise some leadership and 
asking the companies if they are willing to respond to that leader- 
ship. If they do, that changes the factual picture. If they do not, 
the factual picture remains approximately as it is and then if we 
decide we must proceed under section 7, the Congress has clearly 
defined the steps that we are to take. If you follow those steps, 
the next communication from the Government. might very well be 
something that was something more than just asking them or sug- 
gesting to them that they do something, but it might be very formal 
action on the part of the Government. But that cannot happen 
unless we follow the procedure outlined by the Congress. But be- 
cause the Congress outlined a procedure, under which we can finally 
resort to formal action does not mean certainly that the Congress is 
saying to the executive branch from here on out, “You cannot exercise 
any leadership in this area.” 

The only thing you can do is to follow a very formal procedure, 
but you can’t exercise leadership. I am sure the Congress did ‘not 
intend that. 

Mr. Keattne. I feel sure they did not also, and if they did a good 
many who supported that amendment would not have if it meant that 
the Government and our economy was in a straitjacket where the 
only way that the Government could deal with these individual com- 
panies was to lay down a hard and fast rule and make them follow it. 

Mr. Fitemmine. That’s right. 

Mr. Keattne. As I say, I go along with you completely on what 
you did with these individual companies in seeking to get voluntary 
action. I am not at all sure I agree with you in the conclusions you 
reached. That is a matter for reasonable men to differ ? 

Mr. Fiemmine. That is right. 

Mr. Keatine. What is the residual fuel oil percentage of the total 
comparable to the 10 percent in crude or somewhere near that ? 

Mr. FLEMMING. It was under that. It was less than that. 


Mr. Keatrne. It was something less than 10 percent? 

Mr. Fiemmine. That is right. 

Mr. Krartine. I remember very well the insertion of that provision 
in the act and it was brought forcibly home to me by a company in 
my congressional district which engaged in part in defense production 
of a very important national defense item. They have sunk from 
something like a producer of 90 or 95 pase of the total production 


that is used in this item to a third of that or less perhaps. And they 
have been very seriously affected by Japanese and German competi- 
tion. There I have been convinced and have contended that to allow 
that company, which is a large manufacturer of this particular item, 
to lose the benefit of the skills that have been developed in that indus- 
try and then have the skilled men leave and go into something else and 
then they can’t get enough new men and lose their large capital invest- 
ment, and so on, would be serious from the national-defense point of 
view. 

You say on page 7: 

I informed the companies that the current importing policies would not assure 


the maintenance of that amount of oil production in this country which the com- 
mittee found necessary for national defense. 





1354 WoC’S AND GOVERNMENT ADVISORY GROUPS 


Do you mean by that that the importing policies would result, if 
they did not do something, in imports being increased, don’t you? 

Mr. Fiemacinc. That the proportion between the imports and the 
production in this country would, that imports would begin to take a 
large proportionate share and following through the line of reasoning, 
which as you say people can very well take issue with, if the propor- 
tionate relationship kept increasing that would not provide as much 
incentive as should exist for futher exploration and discovery and 
that in turn could ultimately impair our domestic mobilization base. 
Those are the steps in the committee's reasoning. 

The CuatrrmMan. Dr. Flemming, I view it this way, as long as my 
good friend from New York has made a speech on the subject, that one 
of the purposes of section 7 of the Trade Extension Agreements Act 
was to provide for interested parties to have their say, have a right 
to be heard in this matter, particularly all segments ‘of the indus- 
try, plus the consuming public. In the course that you follow, namely, 
the voluntary method course by which you thought you could cur- 

tail imports, ‘nobody has a right to be heard. You left the judgment 
to the companies themselves to do what they say fit. 

Mr. Keatinea. No. 

The CHatrman. The companies themselves were to curtail the im- 
ports according to the formula of standard. They were forestalled 
from being heard. The consuming public was forestalled from being 
heard. One of the results we know already—there will be more re- 
sults developed as this examination goes on—is that as a result the 
residual fuel oil has increased 30 cents per barrel on the east coast. 
That is what I am concerned about that there was no opportunity to 
be heard under this scheme that you devised. 

Mr. Fiemmina. Mr. Chairman, my feeling on it is this on this ques- 
tion of the opportunity to be heard and the opportunity to express 
themselves, this goes back to the Cabinet report issued on Febru- 
ary 28, 1954, made public. Everybody has had the opportunity of 

‘eading it, everyone has had the opportunity of expressing themselves 
on it, as to whether they agree or disagree with that. People have 
expressed themselves on it. 

The Cuairman. That isa yearago. The situation has changed very 
rapidly. 

Mr. FitemMina. The report was issued February 1955. I’m sorry. 
It isn’t a year. It is only 9 months since the report was issued. But 
then last summer, right near the end of the session of Congress, the 
Congress picks it up a and proceeds to give it very careful consideration 
on the Senate side. I appreciate that this amendment was added on 
the Senate side and came over and was accepted in conference on 
the part of the House. As far as I know there was not very much 
debate in the House on this particular amendment. 

Mr. Keatrne, There is supposed to be a presumption that it re- 
ceived equal amount of consideration in both bodies. 

Mr. Fiemmine. I will indulge in that presumption. But on the 
Senate side this report was examined very carefully and here is your 
Senate Finance Committee in reporting out this security amendment 
quotes this portion of the report that we are dealing with, with ap- 
proval. In other words, here is a finding that has been subjected to 
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very vigorous analysis or appraisal or evaluation, at least on the floor 
of the United States Senate. 

The Cuarrman. Even the Cabinet Committee’s Report said nothing 
about individual voluntary action. 

Mr. FiemMine. Yes, it did. 

The Cuarrman. I withdraw that. Section 7 did not say anything 
about individual voluntary action. 

Mr. Kratrna. Section 7 did not say anything about a public hearing. 
It says the President shall cause immediate investigation to be made 
to determine the facts. That does not necessarily mean public hear- 
ing on the subject. 

The Cuarrman. If I know Dr. Flemming, he would always have a 
public hearing. 

Mr. Fitemmine. Before I make a formal certification, I will. There 
is no question about it. 

The CuarrmMan. That is what you said before. 

Mr. Fremoine. That isright. What Iam gettingat isthis. Every- 
thing I have said in the three letters I have written up to the present 
time to the oil importers rests back on the finding on the part of the 
Cabinet committee, that in the interest of national defense we should 
maintain the proportionate relationship between imports and domes- 
tic production that existed in 1954. My point is that that conclusion 
has been exposed to vigorous analysis and evaluation and debate and 
discussion, and as far as the records show, I think I have every right 
to say that that particular conclusion was endorsed by the Senate of 
the United States and as the Congressman suggests, I think I have 
the right to indulge in the presumption that it was endorsed by the 
Congress of the United States. I can say at least the Senate. 

Mr. Kratinc. You don’t want to prejudice yourself before this 
committee. 

Mr. Ftemmine. No, I won’t. I will try to be careful on that. 

But I have not counted up the number of Senators that wrote me 
there but that comes pretty ei to being a majority. 

The CHarrMan. See what those Senators said ? 

Mr. Ftemoina. Right. 

The CuarrMan. There are many Senators. There must be about 
20 at least. 

Mr. Ftemmine. 26 I am told. 

The Cuamman. That may be, but they ask that you take action 
under the 1955 Extension Trade Agreements Act. They did not say 
anything about taking any action under the rec ‘ommendations of the 
Cabinet “Council Committee. They said act under the Trade Exten- 
sion Agreements Act, they meant section 7. That is as clear as the 
nose on your face. 

Mr. Fiemmine. That is right. They said act because of the fact 
that the 

The Crarrman, Oh, no. 

Mr. FLemmine. Because of the fact that the imports have exceeded 
the formula recommended by the Cabinet Committee. In other words 
they endorse the formula of the Cabinet Committee. 

The CHarrman. They said this: 

We would greatly appreciate your informing us as to what action is now being 
contemplated by you under authority contained in the 1955 extension of the 
Trade Agreements Act. 
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Mr. Fiemminc. That is right, 

There is no question about that. My response to them has been and 
up to this point will have to be because I have not taken any further 
action that the executive branch because it resorts to a formal pro- 
ceeding under section 7 of the Trade Agreements Act is endeavoring 
to exercise leadership to see whether or not those companies on the 
basis of individual voluntary action will adhere to this formula which 
you, the Senators, writing to me, have endorsed and belive in. I feel 
sure that the members of the Senate who wrote me would not say that 
because we provided a formal course of action that you can follow, we 
meant to say to you, you can’t exercise executive leadership. You 
can’t exercise leadership in order to achieve the objective that we are 
interested in achieving. They are not interested in my formally pro- 
ceeding under section 7, Their primary interest is adherence to the 
Cabinet Committee formula. 

The CHatrrmMan. What makes you say that? They specifically said 
act under section ¢ and you did not. 

Mr. Fitemouinc. They want me to do that in order to get adherence 
to the Cabinet Committee formula. 

The Cuamman. That is your inference. 

Mr. FLemouinc. Not that part of it. They are very clear on that. 
They want action in order to get adherence to the Cabinet Committee 
formula. 

The CuHarrman. We belabored this enough. Suppose you read 
vour statement. 

Mr. Fiemmine. The conclusion of my statement, Mr. Chairman, is 
simply an insertion of the letter which I addressed on October 29 to 
the importing companies. I am going to skip over the first two para- 
graphs because they simply summarize—— 

The CHarrMan. I would appreciate if you read it. 

Mr. Fremmine. O. K., I will read the whole letter. 


In a letter dated August 5, 1955, I called attention to my responsibilities under 
the Trade Agreements Extension Act of 1955 and to recommendations of the 
Presidential Advisory Committee on Energy Supplies and Resources Policy con- 
cerning imports of oil. In addition, oil-importing companies were requested to 
provide me with information on oil imports during the first 7 months of 1955 
and the corresponding months of last year together with statements of the im- 
port policy for each company with respect to the remainder of 1955 and the first 
6 months of 1956. 

In a subsequent letter dated September 12, 1955, I advised the oil-importing 
companies that on the basis of information furnished by them it appeared (a) 
that the imports of crude and residual oils jad increased more rapidly than 
the domestic production of crude oil, (b) that half the companies reporting 
imports of crude oil had exceeded the ratio recommended by the Presidential 
Advisory Committee and three-fourths of the companies reporting imports of 
residual oils had exceeded that ratio, and (c) that unless company policy changes 
were made the imports would continue to be substantially above the standard 
recommended by the Advisory Committee. This trend of developments naturally 
pointed to the conclusion that in the absence of individual voluntary action over 
and above that already taken it would be necessary to seek other means of 
implementing the recommendations of the Advisory Committee. 


Mr. Roptno, At that point may I ask vou: On September 12, 1955, 
when you were writing that letter, did you believe then or have reason 
to believe that imports of that commodity entering the United States 
was in such quantity as to threaten or impair the national security ? 
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Mr. Fi.emmrine. I had—I had reason to believe they were in excess 
of the recommendation of the Cabinet Committee formula, and that 
therefore they were of such a nature as to impair the national security. 

Mr. Roprno. Well, this may be belaboring the point, but in the 
Senate committee report did it not ST ah state that if you did 
believe that that you were to report to the President when you had 
such a belief ? 

Mr. Fiemoine. That is right. 

The only thing that I am Haine is saying to the aan Is there 
any chance of your living up to the proposal of the Cabinet committee 
so as to change the factual situation before I make a decision as to 
whether cr not I am going to report ¢ 

Mr. Roptno. Well, it would seem to me—of course, your interpre- 
tation may differ from mine—but in the Senate committee report, 
which you cite here, it is stated that the Director of the Office of 
Defense Mobilization shall report to the President, and you did not 
report to the President. 

Mr. Fiemminea. Not as yet, I certainly have not. The record is 
clear there. 

Mr. Materz. But yet, Dr. Flemming, I think you have indicated 
that in your judgment imports of petroleum products are entering the 
United States in such quantities as to threaten to impair the national 
security. 

Mr. Fremmine. Mr. Chairman, if I could complete the reading of 
my letter here, I think I can answer those particular points, because 
it becomes apparent from the letter that the factual picture is chang- 
ing, and I have a right to determine how much that picture has 
changed before I make my final conclusion as to what I shall recom- 
mend to the President. That is what I am doing. 

Mr. Roprno. That is why I ask you if you, when you were writing 
your letter of September 12, it was not your opinion that you believed 
that the commodities were entering in such an amount as to be thr eat- 
ening or impairing the national security, and I believe you said “Yes.’ 

Then it was your duty according to my interpretation and accord- 
ing to what the Senate committee ‘Teports in explanation of section 7 
to “report to the President and then the President would make his 
determination or cause the investigation. 

Mr. Keatine. It would be right back in his lap. The President 
would say to him try to get these companies to toe the mark here or 
else we are going to crack down on them. 

Mr. Roprno. Then the question would be would he proceed in this 
manner by asking individuals to make these individual voluntary solu- 
tions, as he calls them, or otherwise to conduct an investigation as is 
required under section 7. 

Mr. Fiemmine. On the basis of the best information available to 
me as of the date I wrote that letter September 12, it looked to me as 
though the factual picture was such that I would have to arrive at such 
a conclusion but in line with what the chairman has said, I feel that 
a Government official is charged with the responsibility of starting 
the Government down this kind of a road, a road that it has never 
traveled before as far as this industry is concerned, has an obligation 
to make sure of the fact that he really has all of the facts in front of 
him that are relevant to a final conclusion, and so my letter of Septem- 
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ber 12 was designed to elicit still further information to see whether 
or not that would change the picture at all. 

As this letter brings out, it did change the picture some. My letter 
of Octoiber 29 is designed to elicit still further information which I 
hope will aes changed the picture to such an extent that I can make 
a finding that they are not coming in at such a level as to impair the 
national security. As far as residual oil, as you will note in a few 
minutes, I made that finding. If I had acted peremptorily on the first 
part of September on the basis of the evidence that was then in front of 
me without giving it further consideration, I would have found that 
residual oil was coming in at such a rate as to impair national security. 

In my October 29 letter I am finding that it is not. If I may, I 
would like to indicate the various steps here in the letter. 


The information furnished by importing companies, and that available from 
other sources, has been reviewed and evaluated in terms of the responsibilities 
of the Director of the Office of Defense Mobilization, including the specific respon- 
sibility imposed by section 7 of the Trade Agreements Extension Act of 1955 


(Public Law 86). 
Viewed in broad perspective, the results of this factual review may be high- 


lighted as follows: 
THE OIL INDUSTRY AND THE LEVEL OF ECONOMIC ACTIVITY 


1. Stimulated by a steadily rising level of general economie activity, both 
domestic producers and importers of petroleum products have enjoyed an ex- 
panding market substantially above the level anticipated at the time the recom- 
mendations of the Advisory Committee were announced. At that time (Febru- 
ary 1955), the contraction of our,economy which characterized 1954 had already 
given way to increasing production and employment on a broad front. By 
September 1955, industrial production had reached a record level 14 percent 


above last year. 

The Cuarrman. At that point you say: 

By September 1955 industrial production had reached a record level 14 percent 
above last year— 
that meant we had an expanding economy in general. Wouldn’t that 
involve a greater demand for fuel, including oil? If that involved 
a greater demand and there was curtailment of the supply as a result 
of a curtailment of imports, wouldn’t that mean higher prices? 

Mr. Fitemmine. As we see here, imports have gone up. There has 
been no curtailment of imports. The demand and domestic produc- 
tion and imports have gone up. We are tickled to get it. We want 
to see both domestic production and imports go up. We are only 
asking for an appropriate proportionate relationship between the two. 

That is one thing I should underline. There are those who have 
written say ing—for example I got a lot of communications just within 
a couple of weeks saying it was understood we were planning to put 
an embargo on imports. Of course there is no such authority existing. 
So we don’t have any such intention in mind. We hope that imports 
will increase and that domestic production will increase but that they 
will keep this proportionate relationship that we recommended ; they 
have increased and I hope they will continue to increase. 

The Cuamman. If you write the letter you did which you were 
just reading we will have a tendency to curtail imports. 

Mr. Fiemmine. We will have a tendency to curtail the rapidity 
with which they are increasing but not to—to make my point, Mr. 
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Chairman. We did not at any point say that we should freeze imports 
at the 1954 level. We don’t have any such intention. 

The CHarrmMan. You mean going above a certain proportion ? 

Mr. Ftemmine. That is right. As | indicate in my next paragraph, 
that bears on the point you are making. 

The Cuatrman, All right. 

Mr. Fiemmina. It says: 


2. Responding to a record total demand for crude oil nearly 7 percent above 
last year, total domestic production of crude oil during January —September 
1955 exceeded 1954 by nearly 6 percent, despite a slight decline on the west coast. 
East of the Rockies domestic production was 7 percent above 1954. Exploratory 
activity, as indicated by drilling, has been 12 percent above 1954, while well 
completions were over 7 percent higher. The average price of crude oil at 
the well has remained stationary during 1955 at the postwar peak level of $2.82 
per barrel. Stocks of crude oil on September 30, 1955, were down 20 million 
barrels or at the rate of 55,000 barrels per day from September 30, 1954. While 
imports of crude oil during January-September 1955 were 16 percent above 
the same period in 1954, the increase of 105,000 barrels per day represents an 
excess of 67,200 barrels per day over the amount allowed by the committee recom- 
mendation, or less than 1 percent of total United States crude oil demand in the 
same period. 


RESIDUAL FUEL OILS—TOTAL DEMAND UP, DOMESTIC PRODUCTION STATIONARY 


3. A sharply expanded total demand for residual fuel oil this year, exceeding 
1954 by 8 percent, failed to bring forth a larger domestic production. During 
January-September 1955 domestic production remained practically unchanged 
from the level of 1954. Supply was further tightened by an export volume 26 
percent above the level of 1954. Stocks were drawn down during the first 9 
months of 1955 by nearly 5 million barrels, averaging 20,000 barrels daily, 
whereas they increased 27,000 barrels daily on the average during the same 
period 1954. While imports during January-September of this year were up 
70,000 barrels per day, or 21 percent over the level of 1954, this represented 
an excess of 51,000 barrels per day over the Committee recommendation, or 
approximately 3 percent of total domestic demand. 


IMPORTS COMPARED WITH THE COMMITTEE RECOMMENDATION 


4. The recommendations of the Advisory Committee on Energy Supplies and 
Resources Policy, released on February 26, 1955, did not allow opportunity for 
importers to make adjustments which could be reflected in the statistics of the 
first quarter. Because of contractual obligations and related circumstances, 
some companies were unable to effect significant adjustments until much later. 

5. Comparing actual and scheduled imports of residual fuel oil for the period 
subsequent to the first quarter, namely April 1-December 31, 1955. 

In other words, Mr. Chairman, we felt that was the only fair thing 
to do, not to compare the whole of 1955 because no one had any 
opportunity to adjust to any suggestion during the first quarter. 

The Cuairman. May I ask you, Doctor, you make an exception, do 
you not, in connection with importation from Canada and Venezuela ? 
What is the reason for that? 

Mr. Fitemmina. As far as Canada is concerned we exclude that from 
our figures completely, because of the fact that it goes mainly into 
the Northwest deficit area. We felt it was the fair thing todo. We 
also feel that it is a sound policy to do that from the standpoint of 
international relations. 

The CHarrmMan. What about Venezuela? 

Mr. Fiemmine. By that I mean national defense, of course, be- 

‘rause, Mr. (¢ ‘hairman, I think you do understand it has been a con- 
sistent policy on the part of the executive branch in considering 
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matters of national defense to consider Canada and the countries im- 
mediately to the south of us together. We are simply following that 
policy in this case— 

* * * with the amount of imports allowable under the Advisory Committee 
recommendation, there will be residual fuel oil imports of 7,000 barrels per day 
under the Committee recommendation, if present programs are carried out. 
For the third quarter the excess of imports over the Committee standard 
declined sharply and in the fourth quarter scheduled imports will drop below 
the Committee recommendation. 

6. Comparing actual and scheduled imports of crude oil for the period 
April 1-December 31, 1955, with domestic production (partially estimated), and 
excluding the special case of imports of Canadian origin, mainly into the North- 
west deficit area, there will be an excess of imports of crude oil over the Com- 
mittee standard, if present programs are carried out of 50,000 barrels per day. 
This is approximately 7 percent above the Committee recommendation and is 
under 1 percent of total crude oil demand. Leaving aside certain unevaluated 
information recently received, it is clear that certain importing companies have 
made commendable efforts to follow the Committee recommendation, including 
importers of oil from Venezuela who, we understand, have been encouraged in 
this effort by the Venezuelan Government. 

Nevertheless, these efforts have not been sufficient to bring actual and sched- 
uled imports to crude oil into a satisfactory relation to the committee standard. 

Mr. Chairman, as a result of questions that have been addressed to 
me by the press, I appreciate that that paragraph is not quite as clear 
as it may be and consequently I released to the press today, this after- 
noon, this statement: 

It is hoped that the reports that are to be submitted will make it clear that 
the 7 percent adjustment below the presently planned levels with the exception 
of oil of Canadian and Venezuelan origin will have taken place during the last 
quarter of 1955 and will be continued during the first quarter of 1956. 

The Cuarrman, If that is not the case, what are you going to do? 

Mr. Ftemmine. If—as you see here, I am asking for reports. If 
those reports indicate that that is not the case, then I have to give 
consideration to proceeding formally under section 7, and before I do 
that, as I have indicated to you, I would hold a hearing. 

The Cuarrman. Do you know whether or not these so-called volun- 
tary individual agreements, whether any companies have gotten 
together in concert and reduced their imports ¢ 

Mr. Fiemmine. I have no knowledge of any such action having 
taken place; none whatever. I am sure the Department of Justice 
does not have any knowledge of any such action having taken place. 

The Cuarrman. If they do act in concert do you feel that would 
be a violation of the antitrust laws? 

Mr. Fiemmine. Mr. Chairman, I don’t like to get into a position 
of interpreting the antitrust Jaws or stating in a public hearing what 
I would regard as a violation or not a violation. I would say this 
if information was called to my attention that such actions had taken 
place I would certainly immediately call that to the attention of the 
Attorney General so he could take whatever action he deemed to be 
appropriate. It seems to me he is the person that has to decide that. 

The Cuatrman. Would it be reasonable to infer that your exhorta- 
tion as you indicated to cut imports by 7 percent which might result 
in some concerted action by the importer companies would be deemed 
a granting of immunity, because you have asked them to do it, you 
a man of intellect and great wisdom and holding a very responsible 
position. 
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Mr. Fiemmine. Mr. Chairman, I asked for individual voluntary 
action and I have made that clear all the way through. And nothing 
else. 

The Cuatrman. Do you understand that numbers of these import- 
ing companies which would be affected by your exhortations are 
presently defendants in an antitrust or cartel suit that has been insti- 
tuted against them by the Department of Justice? 

Mr. Ftemmine. I understand that there is such a suit. 

The Cuartrman. Did you take that into consideration when you 
made your appeal? 

Mr. Fiemmine. I assumed that the Attorney General who advised 
me on this letter and on each step I have taken took that into 
consideration. 

The Cuarrman. Did the Attorney General approve of this letter 
you just read? 

Mr. Firemmine. He did personally. 

May I conclude the letter, Mr. Chairman ? 

The CuatrMan. Yes, sir. 

Mr. FtemMine (reading) : 


CONCLUSIONS 


The Presidential Advisory Committee on Energy Supplies and Resources 
Policy, after appropriate consultation, has concluded : 

(a) With respect to residual fuel oils, actual and planned imports for the 
period April 1-December 31, 1955, appear to be in accord with the Committee 
recommendation, on the basis of information now available. 

(b) With the exception of oil of Canadian and Venezuelan origin, and assum- 
ing that imports from these areas do not rise appreciably above present levels, 
importers of oil from other areas should further reduce their planned imports of 
crude oil for the period April 1-December 31, 1955, by approximately 7 percent, 
if a substantial conformity with the Advisory Committee recommendation with 
respect to crude oil is to be achieved. 

I have accepted the conclusions of the Committee and am communicating them 
for the guidance of each company on a voluntary basis. 

Because of a lack of clarity in the program statements of some of the im- 
porting companies for 1956, I have not presented a statistical projection of the 
import situation for that period. However, my continuing responsibility under 
Public Law 86 imposes the necessity of seeking full information as a basis for 
such action as may be required. 

A request for reporting on a systematic basis will be forwarded within 10 days. 
It is my hope that the first reports will make it possible for us to find that 
action has been taken by all companies of such character, both with reference 
to the last quarter of 1955 and the first quarter of 1956, as to constitute sub- 
stantial compliance wih the Advisory Committee’s latest conclusions as set forth 
in this letter. 


(Letter from ODM to importing companies dated October 29, 1955, 

is as follows :) 
EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., October 29, 1955. 

In a letter dated August 5, 1955, I called attention to my responsibilities under 
the Trade Agreements Extension Act of 1955 and to recommendations of the 
Presidential Advisory Committee on Energy Supplies and Resources Policy 
concerning imports of oil. In addition, oil importing companies were requested 
to provide me with information on oil imports during the first 7 months of 1955 
and the corresponding months of last year together with statements of the im- 
port policy for each company with respect to the remainder of 1955 and the first 
6 months of 1956. 
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In a subsequent letter dated September 12, 1955, I advised the oil importing 
companies that on the basis of information furnished by them it appeared (a) 
that imports of crude and residual oils had increased more rapidly than the 
domestic production of crude oil, (0) that half the companies reporting imports 
of crude oil had exceeded the ratio recommended by the Presidential Advisory 
Committee and three-fourths of the companies reporting imports of residual oils 
had exceeded that ratio, and (c) that unless company policy changes were made, 
the imports would continue to be substantially above the standard recommended 
by the Advisory Committee. This trend of developments naturally pointed to 
the conclusion that, in the absence of individual voluntary action over and above 
that already taken, it would be necessary to seek other means of implementing 
the recommendations of the Advisory Committee. 

The information furnished by importing companies, and that available from 
other sources, has been reviewed and evaluated in terms of the responsibilities of 
the Director of the Office of Defense Mobilization, including the specific re- 
sponsibility imposed by section 7 of the Trade Agreements Extension Act of 
1955 (Public Law 86). 

Viewed in broad perspective, the results of this factual review may be high- 
lighted as follows: 


THE OIL INDUSTRY AND THE LEVEL OF ECONOMIC ACTIVITY 


1. Stimulated by a steadily rising level of general economic activity, both 
domestic producers and importers of petroleum products have enjoyed an expand- 
ing market substantially above the level anticipated at the time the recommenda- 
tions of the Advisory Committee were announced. At that time (February 
1955), the contraction of our economy which characterized 1954 had already 
given way to increasing production and employment on a broad front. By 
September 1955, industrial production had reached a record level 14 percent 
above last year. 


CRUDE OIL—-EXPANDING DEMAND AND DOMESTIC PRODUCTION 


2. Responding to a record total demand for crude oil nearly 7 percent above 
last year, total domestic production of crude oil during January-September 1955 
exceeded by 1954 by nearly 6 percent, despite a slight decline on the west coast. 
East of the Rockies domestic production was 7 percent above 1954. Bxploratory 
activity, as indicated by drilling, has been 12 percent above 1954, while well 
completions were over 7 percent higher. The average price of crude oil at the 
well has remained stationary during 1955 at the postwar peak level of $2.82 per 
barrel. Stocks of crude oil on September 30, 1955, were down 20 million barrels 
or at the rate of 55,000 barrels daily from September 30, 1954. While imports 
of crude oil during January-September 1955 were 16 percent above the same 
period in 1954, the increase of 105,000 barrels daily represents an excess of 
67,200 barrels daily over the amount allowed by the committtee recommendation, 
or less than 1 percent of total United States crude oil demand in the same period. 


RESIDUAL-FUEL OILS——-TOTAL DEMAND UP, DOMESTIC PRODUCTION STATIONARY 


3. A sharply expanded total demand for residual-fuel oil this year, exceeding 
1954 by 8 percent, failed to bring forth a larger domestic production. During 
January-September 1955 domestic production remained practically unchanged 
from the level of 1954. Supply was further tightened by an export volume 26 
percent above the level of 1954. Stocks were drawn down during the first 9 
months of 1955 by nearly 5 million barrels, averaging 20,000 barrels daily, whereas 
they increased 27,000 barrels daily on the average during the same period 1954. 
While imports during January-September of this year were up 70,000 barrels 
daily, or 21 percent over the level of 1954, this represented an excess of 51,000 
barrels daily over the committee recommendation, or approximately 3 percent 
of total domestic demand. 


IMPORTS COMPARED WITH THE COMMITTEE RECOMMENDATION 


4. The recommendations of the Advisory Committee on Energy Supplies and 
Resources Policy, released on February 26, 1955, did not allow opportunity for 
importers to make adjustments which could be reflected in the statistics of the 
first quarter. Because of contractual obligations and related circumstances, 
some companies were unable to effect significant adjustments until much later. 
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5. Comparing actual and scheduled imports of residual fuel oil for the period 
subsequent to the first quarter, namely April 1-December 31, 1955, with the 
amount of imports allowable under the Advisory Committee recommendation, 
there will be residual fuel oil imports of 7,000 barrels daily under the Committee 
recommendation, if present programs are carried out. For the third quarter the 
excess of imports over the Committee standard declined sharply and in the 
fourth quarter scheduled imports will drop below the Committee recommenda- 
tion. 

6. Comparing actual and scheduled imports of crude oil for the period April 
1—December 31, 1955 with domestic production (partially estimated), and ex- 
cluding the special case of imports of Canadian origin, mainly into the North- 
west deficit area, there will be an excess of imports of crude oil over the Com- 
mittee standard, if present programs are carried out, of 50,000 barrels daily. 
This is approximately 7 percent above the Committee recommendation and is 
under 1 percent of total crude oil demand. Leaving aside certain unevaluated 
information recently received, it is clear that certain importing companies have 
made commendable efforts to follow the Committee recommendation, including 
importers of oil from Venezula who, we understand, have been encouraged in 
this effort by the Venezuelan Government. Nevertheless, these efforts have not 
been sufficient to bring actual and scheduled imports of crude oil into a satis- 
factory relation to the Committee standard. 


CONCLUSIONS 


The Presidential Advisory Committee on Energy Supplies and Resources 
Policy, after appropriate consultation, has concluded: 

(a) With respect to residual fuel oils, actual and planned imports for the 
period April 1—December 31, 1955, appear to be in accord with the Committee 
recommendation, on the basis of information now available. 

(6) With the exception of oil of Canadian and Venezuelan origin, and assum- 
ing that imports from these areas do not rise appreciably above present levels, 
importers of oil from other areas should further reduce their planned imports 
of crude oil for the period April 1-December 31, 1955, by approximately 7 percent, 
if a substantial conformity with the Advisory Committee recommendation with 
respect to crude oil is to be achieved. 

I have accepted the conclusions of the Committee and am communicating 
them for the guidance of each company on a voluntary basis. 

Because of a lack of clarity in the program statements of some of the im- 
porting companies for 1956, I have not presented a statistical projection of the 
import situation for that period. However, my continuing responsibility under 
Public Law 86 imposes the necessity of seeking full information as a basis for 
such action as may be required. 

A request for reporting on a systematic basis will be forwarded within 10 days. 
It is my hope that the first reports will make it possible for us to fine that volun- 
tary action has been taken by all companies of such character, both with reference 
to the last quarter of 1955 and the first quarter of 1956, as to constitute substan- 
tial compliance with the Advisory Committee’s latest conclusions as set forth in 
this letter. 

Sincerely yours, 
ARTHUR 8S. FLEMMING, Director. 

Mr. Fitemmine. That completes my presentation. 

The CHatrmMan. I am afraid we will have to continue tomorrow. 
Will you be available in the morning, Dr. Flemming? 

_ Mr. Fitemmine. Mr. Chairman, we have a meeting of the National 
Security Council tomorrow morning which normally I would like to 
hold my schedule free for. 

The Cuarrman. How about tomorrow afternoon? 

Mr. FLtemminc. Tomorrow afternoon I could do it. 

The CuairMan. Say at 2 o’clock? 

Mr. Fitemmina. I would be very happy to. 

The Cuarrman. It has been suggested that we make it at 2:30 
when we adjourn. 
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But there are a number of questions we would like to propound 
to you. 

Mr. Harxrys. Dr. Flemming, did you know when you asked Mr. 
Warren to head up the oil-gas section of the task-force committee 
that he had been the president of the Independent Petroleum Associa- 
tion of America ? 

Mr. Fiemmine. I am sure I was aware of that fact. I have been 
generally familiar with his background. I know he was a leader in 
that group. He had been one of the past presidents of the group. 

Mr. Harkins. And the IPAA has been the industry group, has it 
not, that has been historically the leader for restrictions on petroleum 
imports ¢ 

Mr. Fiemmine. They have certainly been very much interested 
in it, there is no doubt about it. 

Mr. Harkins. And you testified before, I believe, that the consult- 
ants to the task force, the oil and gas consultants were appointed, 
selected by Mr. Warren? 

Is that right ? 

Mr. Fiemmrna. Sure, that’s right. He was our expert in that 
particular area just as he had been the Government’s expert post- 
Korea on the whole problem of the petroleum. After all I just 
reached back and picked up the man who had been selected after the 
outbreak of hostilities in Korea to head up the Government’s petroleum 
program and brought him in. 

The CuatrMan. Do you think it was wise—of course, this is a ques- 
tion of hindsight—to select a man who had been so vigorously opposed 
to imports when the question of imports was the main topic of it, 
must be the main topic of the Cabinet committee ? 

Mr. Fremmine. This is something that could be established and 
I appreciate it represents a generalization on my part. But I have 
yet to come in contact with anyone in the industry, whether he is 
interested in imports or not interested in imports, who does not have 
the highest regard and highest respect for Ed Warren. It is true 
at one point in his career he was president of this group. As far 
as I have been able to discover he has the respect of everyone who is in 
this industry and who has dealings with the industry. He did a 
magnificent job serving the Government during the post-Korean pe- 
riod when he was a public servant looking at it as a public servant 
should look at it. 

I never heard any criticism on the part of Oscar Chapman under 
whom he served or anyone else on the kind of a job which he did for 
the Government. 

The Cuarrman. We are not trying to develop anything attacking 
that man’s integrity. He has the highest integrity. Of course, a 
man often finds what he brings. The milieu in which he has worked 
and lived sometimes affects his thinking. For example, I read from 
the Oil Forum, a cross-section of oil industry technical and economic 
thinking, a recent issue as follows: 


As the leading exponent of close restrictions on oil imports for the past 
quarter century, allegedly detrimental to domestic operations, the IPAA has 
testified in strength before an average of somewhat more than two congressional 
committees a year to repeat its prophesy of doom like a scratched phonograph 
record. Only once, 22 years ago, did it, in part, get what it asked for—only to 
declare it “ineffective.” Since that time import tariffs on petroleum have been 
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gradually lowered, yet the domestic oil-producing industry has waxed even more 
prosperously—and the official record, fattening innumerable Government pub- 
lications, proves the Independent Petroleum Association of America to be self- 
convicted of wholesale inaccuracy in its predictions. This history of false 
prophecy inevitably will influence the response of United States Senators and 
Representatives to the IPAA’s 1954 propaganda campaign. The Oil Forum has 
no wish to pillory the IPAA but will unhesitatingly expose any part of the indus- 
try whose actions we believe damage the whole. 

Mr. Ftemoina. Mr. Chairman, may I say in response to that, when 
I asked Mr. Warren to serve in this position and on the basis of our 
experience with him since then, I still believe that he has the ability 
to take a look at the total picture and to make the kind of recommenda- 
tions that in his judgment will serve the best interests of the country 
as a whole. The fact that he belonged to and was active in and was 
the president of that particular association does not necessarily mean 
that it follows that he cannot take a look at all points of view and 
arrive at reasonable conclusions, 

And our experience with him would indicate that he does have that 
ability. After all, that is, to me, the primary test that we should apply 
in a situation of this kind. Of course, it is obvious from the votes in 
both the House and the Senate that the point of view which is attacked 
very vigorously here is a point of view that is held by a great many 
reasonable people in the House and Senate of the United States. 

The Carman. I think it is appropriate to get a background here. 
I don’t make any charges against him. I know him to be a reputable 
citizen, a man whom I think would do his duty as he sees it, but only 
as he sees it. 

But his past naturally will affect his prospective thinking on the 


thing. Somebody said what is past is prologue. 

Mr. Ftemmine. All right. But in considering his past, Mr. Chair- 
man, shouldn’t we not only consider his activity with an organization 
of this kind but his activity also as the head of the Petroleum Admin- 
istration for Defense throughout the Korean hostility ? 

The CHairman. That is p ree! fectly proper. 


Mr. Ftemminc. And the kind of a record he made in that particular 
position which, as I understand it, was an unimpeachable record. 

Mr. Harkrns. Dr. Flemming, this group of consultants, I be- 
lieve you agreed before, represented primarily two o segments of the 
industry. It had no marketing representatives; that is, people who 
were primarily engaged in marketing. Of course, some of the repre- 
sentatives who were on it came from companies which had foreign 
producing facilities and did engage in marketing. 

Mr. FLemmine. Apparently there was not anybody on there repre- 
senting or who worked with a marketing organization or anything of 
that kind. 

I assume those who were in rather top-level positions in various types 
of oil companies had to look at market problems as well as production 
problems. 

Mr. Kearine. Is the Oil Forum put out by a marketing group or pro- 
duction group or who puts it out ? 

Mr. Harxkrns. It is published by T. Orchard Lisle and was estab- 
lished in 1946. It is a magazine of general circulation in the industry 
and does not represent any particular industry viewpoint. 
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The Cuatrman. Were there any representatives from oil companies 
which import petroleum or petroleum products but do not have any 
foreign producing properties? Were they represented on the task 
force or among those set up as consultants ? 

Mr. Ftemmrine. I would have to check that before I answered that 
one way or the other. 

The Cuatrman. You did say that there was nobody representing the 
consumer interests either on the task force or the consultants or this 
other special group! ? 

Mr. Ftemmine. I did not say that. As faras the task force was con- 
cerned, I think we had two very good persons to look out for the con- 
sumer interests in Jim Brownlee and Judge Wilkin. 

The Carman. I mean on the third and fourth level. 

Mr. Fiemmine. As far as I know we did not have anybody consult- 
ing who represented what might be called the consumer organizations 
although I say, as I indicated in my testimony, we did try to bring in 
comments from consumer organizations as well as all other groups. 

The Cuatrman. This group of consultants was a sort of an advisory 
committee ; was it not ? 

Mr. Fiemmtne. I would have to check and furnish for the record 
and determine whether or not they came together as a committee and 
advised as a committee or whether they were dealt with as individuals 
and gave individual advice on the basis of their backgrounds. 

The CnHatrman. Mr. Warren was chairman, wasn’t he? 

Mr. Fiemnrinea. As far as I know we never organized any committee. 

The CHarrman. Wasn’t he chairman of that group? 

Mr. Fiemmine. No. Mr. Warren was a member of the task force, 
of which Mr. Brownlee was chairman and all Mr. Warren did was 
reach out and get some additional expert help from these people I 
mentioned. 

The CHatrman. Were they WOC’s? 

Mr. Fiemmrine. I assume they were, sure. They only came in for 
a few days. I don’t suppose their total period of service would run 
more than 15 days. 

The CHatrman. But they were not regular employees of the 
Government ? 

Mr. Fremouina. No. They were WOC’s. 

The CuatrrmMan. They were brought in to bring advice. 

Mr. Ftemuine. They were WOC’s. they were consultants. 

The CuarrmMan. You don’t know who the chairman was? 

Mr. Fiemmtnec. This was not a committee, Mr. Chairman. This 
was a group of consultants working with Ed Warren who in turn was 
a member of the task force. 

The CratrmMan. Do you know whether the criteria, the advisory 
committee criteria of the Department of Justice was made applicable 
to the activities of this group? 

Mr. Fremmurne. In view of the fact that this was not a committee— 
this was 5 or 6 consultants who came in to work with Ed Warren who 
in turn was a member of the task force. 

The Cratraan. Where did these consultants do their work? 
Where did they meet ? 

Mr. Fremminc. T don’t even know that they met as a group. In 
terms of coming in and advising Ed Warren or Jim Brownlee the 
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other members of the task force, of course they did it in Washington, 
in our building. 

The Cuatrman. Didn’t they work for the task force? 

Mr. Ftemmine. What ? 

The Cuarrman. Didn’t they work for the task force ? 

Mr. Fiemminc. They were providing some technical help and as- 
sistance to the task force, yes. 

Mr. Maerz. Wasn't the task force a committee, Dr. Flemming, the 
task force itself? 

Mr. Fiemmrine. It certainly was not any industry advisory group. 
All it was was a working group we asked together to work with us as a 
Cabinet committee, that’s all. 

Mr. Matetrz. What is the distinction between a task force and an 
advisory committee ? 

Mr. Fiemmine. It all depends what you put in ahead of the word— 
if what we are driving at is whether this was an industry advisory com- 
mittee it did not come within a hundred miles of being an industry 
advisory committee. All we did was ask for people to come in. Here 
are six members of the Cabinet given a responsibility by the President. 
We asked for people to come in ‘and do some work for us in connection 
with our responsibility. Then we made the report and we stand on 
the report. 

Mr. Maerz. Weren’t these consultants performing exactly the 
same function as an industry advisory committee ? 

Mr. Ftemmine. No. They were not as I say within a hundred miles 
of that kind of a concept. 

The CuarrmMan. Were they paid anything for their services? 

Mr. Ftemmine. They were WOC’s. 

The Cuarrman. They were WOC’s? 

Mr. Fiemmine. Sure. But not all WOC’s are industry advisory 
committees. 

Mr. Keratine. This was an ad hoc committee. Isn’t that what we 
bureaucrats call it ? 

Mr. Fitemmine. That is a good way to put it. 

Mr. Keatina. Just for a specific purpose. 

Mr. Fremoine. That’s right. We all know what the industry ad- 
visory committees are in the Department of Commerce or in other 
departments and this just was not that at all. 

Mr. Maerz. In what respect were the functions of these consultants 
who as you testified were all from the industry different from the func- 
tions of an industry advisory committee? 

Mr. Fiemmrne. You are shifting now from the task force to these 
consultants. 

Mr. Materz. Yes, I am talking about the consultants. 

Mr. Fiemminc. Let me establish the facts first that this task force 
was not anything approaching an industry advisory committee. This 
Cabinet group reached out and asked four people to come in and help 
and assist in preparing a report on the total field of energy supplies 
and resources. That is all it was. One of the members of that group 
was a man who understood the oil and gas industry. So in connection 
with his activities in working as a member of that task force group 
and in advising the Cabinet committee from time to time consulted 
six other people who were experts in this particular area. He was not 
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going to any industry and asking for advice. He was asking six fel- 
lows to come in and give him some help and assistance. 

Mr. Materz. Isn’t that exactly what an industry advisory com- 
inittee does ? 

Mr. Fiemmine. No. It is a long, long ways away from it. Let’s 
take an industry advisory committee situation. I have a question be- 
fore me of how much aluminum I should call for the first quarter of 
1956. Before I make that decision, I would like to know what the 
industry thinks about the situation. What they think their supply 
and demand situation is going to be, so I ask the ‘Department of Com- 
merce to bring together an industry advisory committee, which is 
chaired by a Gov ernment officer, to get their advice as to what they 
think the ‘supply demand situation is going to be during the quarter. 
There a conscious effort is made to get people who w ould be able to 
commit the industry, whom the industry recognizes as leaders and as 
people who could commit them. We go out frankly and deliberately 
to get advice of one kind, which they then in turn weigh against ad- 
vice that we get from a great many other sources and finally arrive at 
a decision. All that Warren was doing in this particular case was to 
get six people whom I assume he knew “and had known over the years 
and had known as experts of the particular aspects of this pr oblem and 
asked them to come in and advise him and consult with them. 

The CHarrMan. It is incumbent upon us to find out something 
about these gentlemen, how they work and what they do. 

Mr. FLtemnine. I will get a statement for you, Mr. Chairman, as 
to how they worked. I will find out. Because I frankly don’t know 
just exactly how they worked. I will get a statement developed and 
supply it for the committee. 

The CHatrman. They made some very important decisions here, 
or very important recommendations to the task force. 

Mr. Fiemminc. Mr. Chairman, they did not make any decisions at 
all. As a group or as individuals. Let’s make that perfectly clear. 

The CuHarman. Did they make recommendations ? 

Mr. Fremmrnc. They advised Ed Warren, the task force, then in 
turn came before us, with some recommendations contained in some 
working papers and then we proceeded to go at the thing independent- 
ly, cross-examined them to get all the information we could from them 
and as members of the Cabinet Committee make up our own minds 
as to what we wanted to recommend. 

The CuatrMan. But your mind was made up on recommendations 
that came from these people? 

Mr. Fiemminec. It was not made up entirely on the basis of recom- 
mendations. I can say this, because it does not apply to me per- 
sonally but other members of the Cabinet Committee that had rather 
rich experience in these various areas. They had some information 
of their own growing out of their own experience; to say they were 
bound by what a task force recommended would be a statement con- 
trary to fact. 

The Cuamman. Nobody charges they were bound but there were 
recommendations made and we are trying to get the process by which 
those recommendations were made and those recommendations are 
important. 
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Mr. Keatine. We ought to get Chester Bowles and Oscar Chapman 
in here to find out what kind of men these were that made these rec- 
ommendations. 

The Cratrman. Here is the chairman of the Cabinet Committee 
and we are asking him. He ought to know something about it. 

Mr. Kratrnc. He gives them pretty high writeup. 

The Cuaiman. And we are trying to find out a little bit more about 
it. There is no use, Dr. Flemming, getting a little vehement about it, 
we are arguing it back and forth. 

Mr. Kratine. That is not vehement. He should have been here the 
other day. 

Mr. Harkrns. Dr. Flemming, did this group of consultants make a 
report of any kind for Mr. Warren ? 

Mr. Ftemmine. I would have to check that. 

Mr. Harxrns. Would you check that ? 

Mr. FLtemmine. I would be very glad and supply it for the record. 

Mr. Harkins. If they made such a report, could it be made public 
at this time ? 

Mr. Fiemme. I have already covered that question, as far as all 
of the working papers are concerned. 

Mr. Harkins. Then let me ask it this way. If this report of the 
consultants is merely a statement of the industry position, these con- 
sultants represented two opposing groupings of the industry, why 
should it not be public? I have been told that they did make a report 
and that they all agreed to it. 

Mr. Fremmine. There is in existence—whether these people were 
responsible for it or not I don’t know—but there is in existence a docu- 
ment prepared by the coal industry and another document prepared 
by the oil and gas industry, that is available. There is nothing secret 
about that. That is public property. 

Mr. Marerz. Dr. Flemming, may I interject? 

Mr. Ftemnine. If that is what you are referring to— 

Mr. Harkrns. Is that the report that was given to the task force for 
its consideration? We are not asking for the report of the task force. 

Mr. Fremminea. I know. I can see the two documents. I can’t de- 
scribe them exactly. Nobody has tried to say there is anything sacro- 
sanct about those. Those are points of view of the industry and they 
put it together to give us their points of view, both the coal and oil 
and gas. That is available. I don’t know whether the staff of the 
committee has seen them or asked for them. 

Mr. Harkrns. Those reports were submitted pursuant to the request 
to the public for their views that you mentioned earlier. 

Mr. Ftemminc. However, I mean in this case they responded a little 
more—these are pretty thick reports and apparently rather carefully 
worked out by the two industries. That is available. 

The Cnatrman. Did the consultants find as a conclusion that the 
domestic petroleum industry had been damaged by imports of petro- 
leum ? 

Mr. Fremmine. I don’t know. 

The CHarrmMan. Were the consultants divided in opinion on that? 

Mr. Ftemmina. I don’t know. 

The Crarrman. Can you let us know on those two questions ? 
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Mr. Fiemminea. If they made any formal recommendations along 
that line, I will take a look at it and see just how far we can go and 
still stay within the principle that I have outlined here at the begin- 
ning. After all, I am operating under rules that the committee is 
completely familiar ae and I must conform to those rules, of course. 

The CuHarrman. Naturally. 

Mr. Fieaaine. With that as you know, Mr. Chairman, as far as 
I am concerned, I am willing to go just as far as possible to go in. 
helping the committee. And I tried to be of help to the committee 
and its staff. 

The Cuarrman. Is this task force still operating ? 

Mr. Fiemmine. No. It met with us and discussed the various con- 
clusions that it arrived at and has never been brought back again. 

The CHatrman. How long did they work ? 

Mr. Fiemminc. The President appointed that Cabinet committee 
in July of 1954. We filed our report in February. My recollection is 
that we got this group together around August or September, along 
in there, so they worked from September “until the latter part of 
February. 

Mr. Maerz. Dr. Flemming, if I can get back to a point that we 
covered a few minutes ago, assuming that this group of consultants 
submitted a group report to the task force, and that this report repre- 
sented an industry point of view, in what respect then would the 
activities of this group differ from the activities of an industry ad- 
visory committee ? 

Mr. Fremmina. Of course you are asking me to assume an awful 
lot there before I come down to answering the question. In the first 
place I don’t know that as a group they did file a report, but I am 
willing to assume that with you. 

There is in existence—I don’t know whether it came from this group 
or came from the industry itself—there is in existence a report of the 
oil and gas industry to this task force. 

It is a public document; anybody can have it that wants to have it. 
It was prepared by the industry, by itself and submitted to us. They 
have a perfect right to do that and we have a perfect right to accept 
it. 

These other six people were simply people that Ed Warren used 
as individuals to counsel with him in connection with matters that he 
was working on as a member of the task force. They did not repre- 
sent any industry. They did not come in with an industry report or 
anything of that kind. There is an industry report. It is there for 
anybody to read and look at. I don’t think the position of the industry 
is any mystery. All of us know what it is. We know what they are 
driving for. 

Mr. Maerz. Let me ask you this question, sir: You had these six 
consultants from various parts of the oil industry. Were there any 
consultants working with the task force from the coal industry ? 

Mr. Fremanc. I would have to check that. 

Mr. Materz. Would you, sir? 

Mr. Fiemmine. The reason I didn’t check it before I came up I 
knew of your interest in this specific group. 

Mr. Maxerz. This task force of three comprised Mr. Warren, a 
gentleman from the coal industry, and Judge Wilkin. 
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Mr. Fiemmine. There were four. Mr. Brownlee as chairman; 
Judge Wilkin; Dr. Potter, from the coal industry; and Warren, with 
backgrounds in oil and gas industry. 

Mr. Marerz. You don’t know whether Mr. Potter who came from 
the coal industry had a group of consultants from the coal industry 
advising him ? 

Mr. Fiemmine. Well, I will have to check that. We know there 
was a report from the coal industry just as there was a report from 
the oil and gas industry. 

The Cuarrman. We have in the record Dr. Flemming, a communi- 
cation addressed to me by Mr. Judge Barnes, head of the Antitrust 
Division, and dated June 13, 1955, that reads as follows: 

ar and away the most important action by the Antitrust Division affecting 
the petroleum industry since the dismissal by Attorney General McGranery of 
the American Petroleum Institute case has ben the filing of the Oil Cartel case 
by Attorney General Brownell. This civil suit (United States v. Standard Oil 
Co. (New Jersey) et al.) was filed April 21, 1953, and is pending before the 
United States District Court for the Southern District of New York. Our 
complaint alleges that five major domestic oil companies have conspired to divide 
foreign production and markets in petroleum, to control foreign production, and 
to fix domestic and world prices. Other charges are that the defendants have 
conspired to increase domestic market prices of petroleum imported into the 
United States, to curtail domestic market prices of petroleum imported into 
the United States, to curtail domestic production in amounts related to imports 
to maintain world prices, to exclude other American companies from foreign 
production and from importing foreign oil, to monopolize patents for petroleum 
products, and to control a major part of the world’s tanker fleet. 

My question is this. Are you acquainted with the complaints that 
were filed in that suit mentioned by Judge Barnes which he relates in 
that letter to me? 

Mr. FLtemmine. I am aware that that suit was filed. 

The CHarrmMan. Were you aware of the complications concerning 
the importations of oil by those companies ? 

Mr. Firemmine. Again I was aware of the suit, and that is why I 
have not moved on this without the concurrence of the Attorney 
General. 

Mr. Harkins. Can you tell us how much of the petroleum into 
the United States is imported by this cartel, the companies in the 
alleged cartel case? 

Mr. Fiemaine. I could not at this point. I would be glad to have 
the matter broken down and indicate just what actual performance 
has been. 

Mr. Harkins. There is a cartel that was operating as alleged, oper- 
ating all during 1954. The complaint alleges it is continuing to the 
present. 

Mr. FLtemmine. It is not hard to take the companies that are in- 
volved in this complaint, total their imports and find out what per- 
centage that bears to the total in 1954. I suspect the picture is chang- 
ing in 1955 to some extent because of the Canadian oil that is coming 
in. In some cases that is coming in from what are regarded as new- 
comers in the field. Not necessarily new companies but newcomers 
as far as importing has been concerned. 

Mr. Harkins. Can you supply that and put in the subsidiaries and 
affiliates ? 
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Mr. Fiemminc. I am told that it is available. We would have to 
go to Interior on that, I assume. But there would be quite a research 
job on it. Whatever kind of a request of that kind you want to 
formalize and present to us we will go to work on it. 

Mr. Harxrys. You have all that material now as a result of your 
surveys; haven't you ¢ 

Mr. Fuemminc. We have the information that has been furnished 
by these companies that are included in the list we presented to you. 
To go back to 1954 we have to go back to other departments ‘and 
agencies. We are not trying to duplicate what Interior and others 
have done or are doing along this line. 

The CuatrmMan. Were you aware, Dr. Flemming, that Mr. Warren, 
then president of the IPAA in 1950, June of that year, before a Sen- 
ate committee asked that there be enacted legislation setting a quota 
ceiling on petroleum imports or in the alternative he wanted the oil 
import tax raised? He stated: 


Continued increase in imports to the current alltime level demonstrates that 
the importing companies cannot be relied upon in effectuating a solution of the 
problem. 


Were you aware of that? 
Mr. Fiemmine. I knew nothing about that specific testimony. 
(The article in Oil Forum, M: urch 1954, referred to is as follows:) 


{From Oil Forum, March 1954] 


INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA— 
THE FAtse PropHer! 


As the leading exponent of close restrictions on oil imports for the 
past quarter century, allegedly detrimental to domestic operations, the 
IPAA has testified in strength before an average of somewhat more than 
two congressional committees a year to repeat its prophecy of doom like 
a scratched phonograph record. Only once, 22 years ago, did it in part 
get what it asked for—only to declare it “ineffective.” Since that time 
import tariffs on petroleum have been gradually lowered, vet the do- 
mestic oil producing industry has waxed even more prosperously—and 
the official record, fattening innumerable Government publications, 
proves the Independent Petroleum Association of America to be self- 
convicted of wholesale inaccuracy in its predictions. This history of 
false prophecy inevitably will influence the response of United States 
Senators and Representatives to the IPAA’s 1954 propaganda campaign. 
The Oil Forum has no wish to pillory the IPAA but will unhesitatingly 
expose any part of the industry whose actions we believe damage the 
whole.—EpIror. 


WASHINGTON.—The Independent Petroleum Association of America was or- 
ganized in 1929, chiefly to seek congressional action to slow down imports of 
crude oil and petroleum products. During the 24 years of its life, the organiza- 
tion has become the most prominent oil industry voice in favor of limiting 
petroleum imports. An exhaustive check of the record discloses that over the 
period, IPAA spokesmen have appeared before the several committees of Con- 
gress in at least 48 separate appeals for relief. 

At times, spokesmen for the association asked an import tax of 21 cents per 
barrel, 42 cents, 84 cents, $1, and, most recently, of $1.05. 

At times, spokesmen asked a quota ceiling on imports of crude oil and products. 

At times, spokesmen asked curbs on the powers of the State Department 
to reduce tariffs. 

At times, spokesmen asked that the foreign-aid program, the Economic Co- 
operation Administration, be curbed on financing petroleum expansion abroad. 

At times, s»okesmen asked that the ECA be barred from financing foreign 
crude oil and products for use in European countries, as harinful to United States 
producers. 
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In each appeal, spokesmen for the IPAA predicted dire events to follow unless 
the sought relief was given. The words “ruin” and “annihilation” and “de- 
struction” of the American petroleum industry were mentioned in these forecasts. 
The warnings of oil shortages, of monopoly, of high prices, of dependence on 
foreign oil, of shutdowns of 250,000 or more United States oil wells appear 
throughout the statements. Even today, the IPAA is seeking the same ends; 
giving the same old shopworn warnings. 

After all this, what have been the results? 

In a nutshell, the IPAA did not get what it sought from the Congress. The 
single concrete relief that followed an IPAA appeal was a tax on crude oil and 
product imports of 21 cents per barrel in 1932. This they held to be “ineffective” 
at the time, although a step in the right direction. Since then, this tariff has 
been lowered step by step, until it now stands at 5.25 cents per barrel for some 
gravities of crude oil and products, and 10.5 cents per barrel for heavier gravities. 

Here, in one of the many important stories in the Oil Forum, is a recapitulation 
of virtually all the principal appearances of IPAA witnesses before Congress over 
this period. Here is the factual account of what was asked, and their warning 
of what would happen in the event Congress failed—as it did fail—to give IPAA 
what it sought. 


Rise of IMPORTS Much SLOWER THAN US DOMESTIC OuTPUT INCREASES 
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“The domestic petroleum industry is being ruthlessly destroyed” by imports, said 
the IPAA in 1931-—yet, drawn to identical scale, its tremendous gains in out- 
put dwarf the rise in imports? (Statistics for this article and graphs have 
been drawn from DeGolyer’s Twentieth Century Petroleum Statistics and 
similar standard reference works. ) 


TESTIMONY 


July 1929 (Senate Finance Committee) 

H. B. Fell, representing the Independent Petroleum Association of America, 
asked Congress to tax crude oil imports at $1 per barrel, saying: 

“Now, those particular wells cannot be operated at a profit. It is going to 
result in the necessity ultimately of the operators who only have wells of that 
character to abandon these wells, which would mean abandonment of develop- 
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ment of known oil resources in our own country. And I think that this is one 
of the important things that should be considered in the proposition of conserva- 
tion—is to conserve what we already have.” 

July 1929 (Senate Finance Committee) 

F. E. Tucker, executive secretary of IPAA, asked Congress for a $1 per barrel 
tax on crude oil and product imports. He filed a brief which said: 

“When the producer has a great number of small wells that are no longer on a 
paying basis because of the price of crude being below the cost of production, 
then there is nothing left for him to do but abandon his wells. When we shut 
down and abandon 250,000 wells, those wells are lost to our country for all time 
and we must replace this oil with the cheap foreign oil at the expense of our 
own laborers.” 

January 29, 1931 (Senate Finance Committee) 

Wirt Franklin, president of the IPAA, asked Congress for legislation holding 
oil imports at 20 percent of the 1928 levels. Testifying he warned: 

“Ultimately these wells will all be lost, and in the name of conservation, 
300,000 small wells, with a daily product of 500,000 barrels, and with recoverable 
reserves of oil of hundreds of millions of barrels all will have been destroyed. 
To save these wells would be true conservation, and it is within the power of the 
Federal Government to save them, if it will * * *. The domestic petroleum in- 
dustry is being ruthlessly destroyed.” 


February 13, 1931 (House Ways and Means Committee) 


E. B. Roeser, of IPAA, president of Barnsdall Oil Corp., Tulsa, Okla., asked 
Congress for a $1 per barrel duty on oil imports or, in the alternative, a law 
limiting imports to 20 percent of the 1928 levels for 3 years. He said: 

“In my opinion, proration in the United States has become a permanent propo- 
sition. The demand for petroleum in its raw state has practically reached its 
limit. We will have an increase in the demand for gasoline, lubricating oils 
and so forth, but, because of the improvement in refining methods, the present 
refineries will be able to supply our entire requirements from the present pro- 
duction * * *, My estimate is that there are at least 10 billion barrels of poten- 
tial production today.” 


February 18, 1931 (House Ways and Means Committee) 


Russell B. Brown, secretary of the IPAA, asked Congress to limit petroleum 
imports to 20 percent of recent levels. He testified. 

“It would, however, make all the difference between continued activity and 
absolute ruin for the many independent producers of petroleum in this country. 
In view of the fact that 4 million persons are normally employed in the oil 
industry, with 22 million persons directly affected and dependent upon the 
success of that industry, the importance of this phase of the question need not be 
overemphasized.” 

Mr. Brown gave Congress a telegram from Wirt Franklin, president of IPAA, 
saying: 

“Values have been destroyed, the old, small, settled production which is the 
backbone of industry is being abandoned, and reserves totaling hundreds of 
millions of barrels lost forever. Ultimate result will be complete annihilation of 
independent producer,, refiner, and marketer, with resultant centralization of 
ownership and control of entire petroleum industry in hands of same few com- 
panies now causing demoralization by imports of foreign crude.” 


February 18, 1931 (House Ways and Means Committee) 

Wirt Franklin, president of IPAA, asked Congress to tax petroleum imports, 
crude and products, at $1 per barrel. He warned: 

“* * * but I do fear, unless some new plan is found by which importations can 
be curtailed—I feel that the feeling that the American producer is being dis- 
criminated against in that manner, will have a detrimental effect upon prora- 
tion and might break it down.” 


January 13, 1982 (House Ways and Means Committee) 


Wirt Franklin, president of the IPAA, asked Congress for a tax of 84 cents 
per barrel on petroleum imports. He inquired: 

“Now, gentlemen, I want to ask you, is it fair to tax out of existence the 
domestic oil industry and make us compete under those conditions with foreign 
oil that comes in here absolutely free and which is the cause of the destruction 
of the American petroleum industry, and I will say to you that the independent 
branch of the oil industry cannot exist for another year unless relief is obtained.” 
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“Imports * * * will demoralize the market * * * prices will break instead of 
increasing” said the IPAA in 1936—yet the graphic curves show that domestic 
prices of crude have risen almost parallel to increases in imports. 


Risinc Oi Imports Have Nor Reduced Intensity of Domestic On Wen Daniine 


3 


g 


3 
3 
NUMBER OF NEW WELLS DANLLED 


“ 
a 
a 
= 
= 
< 
oa 
- 
° 
" 
z 
2 
~ 
= 
= 
= 
“ 
x 
2 
— 
2 
“ 
> 


1925 1930 1935 1945 1950 


With substantial dependence on imports, “search for new fields would be cur- 
tailed and perhaps almost ended,” said the IPAA in 1945—-yet, the respective 
curves show that when imports have fallen off intensity of domestic drilling 
has declined instead of increasing; both respond to the same economic in- 
fluences, and they have both risen in parallel since that gloomy prediction. 

April 19382 (Senate Finance Committee) 

Wirt Franklin, president of IPAA, asked Congress for a tax of 42 cents per 
barrel on imports of crude oil and products. He testified: 

“Under present conditions, if they are continued, gentlemen, the American oil 
producing industry will be destroyed. It cannot live another year.” 


May 1, 19384 (Senate Finance Committee) 

H. B. Fell of the IPAA asked Congress for legislation to forbid any reductions 
in the New Deal program’s temporary oil import quota: 

“Unless some proposal such as that suggested is clearly written into the Recip- 
rocal Tariff Act, the only positive assurance the American petroleum industry has 
against this uncertainty is the extremely moderate excise taxes imposed in the 
Revenue Act of 1932 and continued in the new revenue act. Those excise taxes 
are so low they will not constitute any serious obstacle to demoralization of the 
industry by foreign oil imports.” 


June 6, 1934 (House Commerce Committee) 


H. B. Fell, executive vice president of IPAA, asked Congress for a quota ceiling 
on petroleum imports. He appeared to warn: 

“Without the principles of this bill in effect, most of these wells would have 
to be abandoned and these reserves lost forever.” 
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November 12, 1934 (House Commerce Committee) 


Wirt Franklin, president of IPAA, asked Congress for a tax of $1 a barrel 
on imports of crude oil and products. He foresaw doom: 

“The vast supplies of oil in South America are sufficient to completely destroy 
this whole industry in the United States if that oil is imported without limit * * * 
it is a question of holding our domestic market for American citizens in our own 
country because if the bars are thrown down, if there is not legislation on imports, 
or if there is not a tax to equalize them with our own cost of production, we will 
lose our domestic markets as well as our foreign markets, and that is unthinkable, 
and I know you gentlemen will not permit it, and I feel that Congress will not 
permit it.” 


May 1986 (House Ways and Means Committee) 


Russell B. Brown, counsel of the IPAA, asked Congress to double the oil import 
tax to 42 cents per barrel, and limit imports to 4.5 percent of domestic demand. 
He stated: 

“These new sources of supply are absorbing markets formerly enjoyed by 
countries who are now seeking to bring their fuel oil into our home markets. In 
the absence of any adequate excise tax or any limitation, the importation of this 
fuel into this country would demoralize the market in this country and create 
very widespread unemployment.” 

He also warned: 

“The minute Congress adjourns without assurance of legislation, in my judg- 
ment, under the present trend, prices will break instead of increasing.” 

(In 1936, the price of crude oil averaged out to $1.09 per barrel, according to 
the API. The next year, it went to $1.18.) 


January 23, 1940 (House Ways and Means Committee) 


Wirt Franklin, president of the IPAA, asked Congress to raise the tax on crude 
oil and product imports from, 10.5 cents per barrel to either 21, 42, or 100 cents. 
He testified : 

“They will be in a position to exercise control of the price of oil and bring 
about a monopoly in the United States because if they can destroy the price of 
crude oil over a long enough period, most of the independents will be broken and 


they will buy the properties up like they were doing in 1931 before you gave us 
this protection.” 


February 3, 1940 (House Ways and Means Committee) 


Russell B. Brown, counsel for IPAA, asked Congress to curb the reciprocal 
trade agreements program. He warned: 

“In the case of the petroleum industry, the harm which has already been done 
by inclusion of the oil excise taxes in that agreement justifies the fears which we 
had expressed before it went into effect. Then, we merely had the fear; now, 
we are facing present facts which justify an even greater fear of the future.” 


February 23, 1940 (House Ways and Means Committee) 


Russell B. Brown, counsel for IPAA, asked Congress to curb the reciprocal 
trade agreements program. He declaimed: 

“Foreign oil has been characterized by the large volume per well and conse- 
quent low cost of its production. Our wage levels in this country, and all other 
costs of production of oil, including taxes, royalties, rentals, and bonuses paid to 
landowners, cannot meet that form of competition. 

“This must be recognized and an effective program maintained else the domestic 
industry will stagnate and perish. There are many thousands of small wells 
that will be abandoned and many thousands of wage earners, living in hundreds 
of oil-producing communities will be forced out of their employment.” 


May 10, 1945 (House Ways and Means Committee) 


Russell B. Brown, counsel of the IPAA, asked Congress to curtail some powers 
in the reciprocal trade agreements program. He testified, prophesying gloomily : 

“Let us consider for a moment the effect of a program of substantial depend- 
ence upon low-cost imports. As I have said, the producing industry would be 
affected to the extent that search for new fields would be curtailed and perhaps 
almost ended. ‘T'he higher cost producing properties would be shut in or aban- 
doned ; low price invariably leads to the sale of equipment salvaged from pro- 
ducing wells. The supply of oil needed for the inland refiners would speedily 
decline.” 
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May 30, 1945 (Senate Finance Committee) 

Russell B. Brown, counsel of IPAA, asked Congress to curb Executive powers 
under the reciprocal trade agreements program. He deposed: 

“The industry has already been injured by reciprocal trade agreements. We 
now face a far greater menace from abroad than at any time in our history. 
Producing capacity already established in foreign countries is great enough 
when added to normal domestic production to wreck the domestic producing 
industry. 

“Foreign oil is produced through wells of greater volume and at less expense 
than our own. Our domestic oil-producing industry cannot long survive such 
competition; cannot further continue the conservation program in the United 
States and cannot maintain American wage standards.” 

March 19, 1946 (Senate Special Committee Investigating Petroleum Resources) 

Russell B. Brown, counsel of the IPAA, asked Congress for legislation to raise 
the tax on imports of crude oil and products. His testimony told of this threat: 

“Without some definite policy safeguarding against imports, our entire con- 
servation program must fall. The domestic producer would be forced to skim the 
cream of any new field and abandon the greater part of the reserves. Soon new 
discoveries would come to an end.” 


March 21, 1946 (Senate Special Committee Investigating Petroleum Resources) 
Wirt Franklin, president of IPAA, asked Congress for legislation providing 
congressional approval of all trade treaties. He warned: 
“Otherwise, not only the oil industry but other industries of just as great 
importance to the economic welfare of the Nation may be seriously harmed 
without any remedy being available, even from Congress itself.” 


April 24,1947 (House Ways and Means Committee) 


Russell B. Brown, counsel of the IPAA, asked Congress to curb import tax 
cutting powers of the State Department. He warned: 

“The action of the State Department heretofore shows that its officials 
apply this general cost theory to all cases—automobiles, petroleum, and others 
alike. This theoretical policy, advocated and applied by the State Department, 
may give world markets to the makers of iceboxes, but it would eliminate the 
domestic petroleum industry.” 


June 2, 1947 (Senate Foreign Relations Committee) 

Russell B. Brown, counsel of IPAA, asked Congress to scrap plans for a pro- 
posed Anglo-American oil treaty. He testified: 

“Our difference is, if I may try to differentiate, that when you do not protect 
the American industry, so that they can have a reward for their efforts, they 
will not go out and produce.” 


January 26, 1949 (House Ways and Means Committee) 

L. Dan Jones, attorney for the IPAA, asked Congress for relief against 
foreign-oil imports. He answered a member: 

“Well, sir, in the first place, as soon as you bring in a great flood of imports, 
its first impact or its first result is a curtailment of the domestic industry, and 
it is that top portion of the production of any industry that gives it its real life 
and vigor ; and as soon as these imports come in and start deadening the domestic 
industry in time of emergency, if it should come, then the United States from a 
national security standpoint is without an industry here that is capable of pro- 
ducing its needs.” 


February 2, 1949 (Senate Banking and Currency Committee) 
Russell B. Brown, counsel for IPAA, asked Congress to set a quota ceiling 
on imports of crude oil and products. He testified: 


“Our welfare and safety are in jeopardy from unreasonable imports and a 
curtailed market for the domestic oil industry.” 


February 17, 1949 (Senate Foreign Relations Committee) 


L. Dan Jones, attorney for the IPAA, asked Congress to earmark less money 
on foreign petroleum under the Economic Cooperation Administration. He 
said: 

“This world surplus is now seeking an outlet in the domestic oil market, there- 
by depressing and discouraging the oil producers in this country in their efforts 
to assure adequate supplies to meet any national emergency.” 


67271—56—pt. 3-13 
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February 21,1949 (House Ways and Means Committee) 


L. Dan Jones, attorney for the IPAA, asked Congress to change the ECA pro- 
gram so fewer ECA dollars go to buy petroleum abroad. He testified: 

“We are not worrying about our equipment or our industry rusting or stag- 
nating unless the Government should adopt a policy of relying upon imported 
oil and saving our own. * * * Assuming the industry is not stymied in some 
way and right now we think it is threatened to be stymied by the imports 
absorbing our domestic market.” 


February 21, 1949 (Senate Finance Committee on the Reciprocal Trade Agree- 
ments Program) 


Russell B. Brown, counsel of the IPAA, asked Congress to put a quota ceiling 
on imports of crude oil and products. He testified : 

“The most important problem now confronting the domestic oil producer is 
that of increasing imports. The independent producer is concerned because 
his existence is at stake; but more important because the security of our Nation 
is at Stake. * * * Plans for expansion of foreign oil facilities show that more 
and more foreign oil will be seeking a market outlet in this country at the 
expense of the domestic industry.” 

February 21, 1949 (Senate Finance Committee) 

Wirt Franklin, president of the IPAA, asked Congress to set a quota ceiling on 
imports of crude oil and products. He warned: 

“I tell you, gentlemen, if imports of oil are allowed to increase so as to shut 
back our production in this country, and destroy the market demand for oil pro- 
duced by these men who have gone out over the country and explored and discov- 
ered oil, and develop it, that work will stop, and in a few years, we will be 
dependent upon foreign oil.” 

February 28, 1950 (Senate Foreign Relations Committee) 

L. Dan Jones, attorney for the IPAA, asked Congress to change the Economic 
Cooperation Administration Act so fewer funds went to foreign oil purchase. 
He insisted : 

“As this foreign oil invades the home market, it displaces the domestic industry, 
thereby hampering the domestic industry’s activities and sapping its strength.” 


March 15, 1950 (House Ways and Means Committee) 

L. Dan Jones, attorney for the IPAA, asked Congress to change the ECA 
program so smaller funds went to foreign oil purchases, asserting: 

“* * * it has operated to develop a condition in foreign areas that now 
threatens to destroy the ability of the domestic oil industry to meet its respon- 
sibilities of providing this Nation with sufficient oil at all times. The ECA 
program has had the effect of abetting and encouraging the development of a 
world surplus of oil. * * * This surplus at an alarming rate, is displacing the 
American industry and American labor.” 


April 28, 1950 (House Small Business Select Committee, at Oklahoma City) 


H. B. Fell, executive vice president of the IPAA, asked for a tax of $1.05 on 
imports of crude oil and products. He warned: 

“* * * it is apparent that employment and economic stability of both of our 
basic energy industries are at stake, and the issue is clear that the decision will 
rest with whether or not oil imports are to continue to come into this country in 
unlimited increasing amounts or by some means are curbed to reasonable 
volumes.” 


May 18, 1950 (written statement to House Foreign Affairs Committee) 

Russell B. Brown, counsel for IPAA, asked Congress to refuse to ratify the 
proposed International Trade Organization. He said: 

“The domestic petroleum industry is faced with a flood of imported oil which 
is threatening the very existence of the industry and is causing widespread injury 
to the national economy, including mounting unemployment. It is becoming 
widely recognized that some relief must be forthcoming if further injury and 
unemployment is to be avoided.” 


May 22, 1950 (Senate Labor and Public Welfare Subcommittee) 

H. B. Fell, executive vice president of the IPAA, asked for a tax of $1.05 on 
crude oil and product imports. He warned: 

“The foreign oil monopoly now being encouraged by oil imports, if permitted 
to run its course, will mean higher prices to consumers, and an uncertain supply, 
and in the end Government control.” 
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“Without * * * safeguarding against imports * * *. Soon new discoveries would 
come to an end.”, said the IPAA in 1946—yet, the rising curve of proven reserves 
from new discoveries parallels in its billions the millions of oil imports! 


June 1, 1950 (House Education and Labor Subcommittee ) 

H. R. Fell, executive vice president of the IPAA, asked Congress for a tax of 
$1.05 per barrel on crude oil and product imports. Alternatively, he wanted a 
quota ceiling onimports. He predicted direly : 

“If imports continue at an excessive rate, we can look for a decline in explora- 
tory and development work in the State and in leasing for oil and gas. This 
decline would be detrimental to the national economy and security. It will also 
detrimentally affect the economy of many other States, as it will result in unem- 
ployment and a reduction in the purchase of products manufactured in other 
States, such as steel, automobiles, clothing, foods, insurance policies, and 
everything of that type.” 

June 2, 1950 (House Labor and Education Subcommittee ) 

Russell B. Brown, counsel for the IPAA, asked Congress to levy a tax of $1.05 
per barrel on imports of crude oil and products. If not that, he wanted a quota 
ceiling on oilimports. He stated: 

“Evidence shows that geophysical and core-drilling activity has been steadily 
declining since the third quarter of 1948. * * * This is a grave warning of what 
is sure to follow in drilling of wells, in building up new reserves, in increasing 
productive capacity, and in employment throughout the industry. * * * 

“So, you see, it catches us both ways, both in price and in volume. The ulti- 
mate result of such staggering curtailment is obvious. Many independent pro- 
ducers will be forced out of business; the industry will trend toward a monopoly ; 
exploratory and additional development wells will not be drilled, and in the 
end our self-sufficiency in oil will be jeopardized.” 

June 1950 (Senate Labor Subcommittee on Oil Imports) 

J. Ed Warren, then president of the IPAA, asked Congress to enact legislation 
setting a quota ceiling on petroleum imports. In the alternative, he wanted the 
oil import tax raised: 

“Continued increases in imports to the current all-time high level demonstrates 
that the importing companies cannot be relied upon in effectuating a solution of 
the problem.” 


June 16, 1950 (Senate Labor Subcommittee) 

Russell B. Brown, counsel of the IPAA, asked Congress to put on a tax of $1.05 
per barrel on crude oil and product imports, or to set a quota ceiling. He testified: 

“The consumers’ interest and national safety have been endangered by the 
increased importation of residual fuel oil through a sharply increased depend- 
ency upon foreign sources of fuel and power controlled principally by only two 
companies—the Standard Oil Company of New Jersey and the Dutch-Shell 
group.” 
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January 26, 1951 (House Ways and Means Committee) 


Russell B. Brown, counsel of the IPAA, asked Congress to abolish the reciprocal 
trade agreements program. He said: 

“Judging the overall program from its effect on oil shows that its continuation 
would be disastrous. In the case of oil, the results have been to damage the 
domestic industry, weaken the economy of more than half of the States and 
jeopardize the Nation’s security by forcing our country to become dependent upon 
distant and uncertain sources of supply for a vital munition of war.” 


March 12, 1951 (Senate Finance Committee) 

L. Dan Jones, attorney for IPAA, asked Congress to establish oil import ceilings 
in the Reciprocal Trade Agreements Act: 

“In some cases quotas will be the only means of a proper solution. It was our 
thought 2 years ago when imports were such a problem to the domestic oil indus- 
try that perhaps the quota was the only solution to our problem at that time.” 


May 11, 1953 (House Ways and Means Committee) 


Russell B. Brown, counsel of the IPAA, asked Congress to limit crude oil and 
product imports to 10 percent of domestic demand. 

“These men and these imports control every program of production and every 
person or company producing oil in the United States. By such power they de- 
termine the market outlet and the price of every barrel of oil produced in the 
United States.” 


May 11, 19538 (House Ways and Means Committee) 


Charlton H. Lyons, president of the IPAA, asked Congress to limit crude oil 
and product imports to 10 percent of domestic demand. He affirmed: 

“If the present import rate continues, or increases, drilling in this country will 
be even further curtailed. In that event, the industry would be unable to supply 


the increasing volume of petroleum necessary to our expanding economy and de- 
fense program.” 


May 11, 1953 (House Ways and Means Committee) 


H. B. Fell, executive vice president of the IPAA, asked Congress to limit crude 
oil and product imports to 10 percent of domestic demand. He warned: 

“Unless effective action is taken, the American consumer and our military 
safety as to oil will become increasingly dependent upon these companies.” 


CONCLUSIONS 


Despite its vigorous representations, the IPAA obtained virtually none of its 
requests from Congress, and this failure to get relief is written into the official 
records. Nevertheless, their predictions of dire events to come were not realized: 

The petroleum industry did live another year. 

The stripper wells are still in business. 

The independent producers were not broken up. 

The industry did not stagnate and perish. 

The industry is further from monopoly than ever. 

The story of the American petroleum industry during the past 24 years is a 
saga of tremendous growth in all phases; in production, sales, income, and service 
to the American people. 

The number of new oil wells drilled was 26,356 in 1929, but a thumping 49,279 
during 1953. 

Proven reserves of crude oil in the United States were pegged at 13,200 million 
barrels in 1929, and 29,044 million in 1953. 

Wells producing oil in the United States during 1929 totaled 328,000 and as 
many as 472,149 in 1953. 

During this period, the daily production of United States crude oil rose from 
2,760,000 barrels in 1929, by well over 100 percent to 6,454,000 during 1953. 

The price of crude oil went from $1.27 per barrel in 1929, to $2.83 per barrel 
today. 

A simple multiplication of these figures shows that gross revenue from United 
States crude oil production rose from $3,505,000 each day in 1929 to an impres- 
sive $18,264,820 daily in 1953. 

The United States petroleum industry achieved this expansion even as imports 
into the United States advanced. The total of imports was 295,000 barrels daily 


average for 1929 (when actually, America was net exporter), and 1,058,000 barrels 
daily during 1953. 
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In fact, the United States petroleum industry today stands 2 or 3 times as 
large as it was 24 years ago, has more independent oil operation than ever, and 
is making at least 5 times as much money. 

The United States oil business is at its richest in history ; more vigorous than 
it ever was. The American petroleum industry is drilling more wells, finding more 
oil, producing more oil, selling more oil, and has more in proven reserves than 
ever before. The prophets of doom are proved false prophets, indeed. But 
they have deceived no one—for an all-time record exploration program is planned 
by most companies for 1954. 

The United States petroleum industry is just the healthiest thing in the world— 
and the IPAA is just as wrong as anyone could be. 


The Crarrman. I think this is a good point to adjourn until to- 
morrow. Will you return Doctor, at 2:30? 

The committee 

Mr. Fiemmine. I will be happy to. 

The Cuarrman. The committee will adjourn until 10 o’clock to- 
morrow morning. 

(Whereupon at 4:50 p. m. the hearing was adjourned to reconvene 
at 10 a.m., November 3, 1955.) 
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THURSDAY, NOVEMBER 3, 1955 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
Old House Office Building, Hon. Emanuel Celler (chairman of the 
full committee) presiding. 

Present: Representatives Celler (chairman), Rodino, Rogers, and 
Keating. 

Also “present : Herbert N. Maletz, chief counsel; Kenneth R. Har- 
kins, cocounsel; Thomas H. McGrail, assistant counsel; and William 
W. Milligan, assistant counsel of the subcommittee. 

The CuarrMan. The committee will come to order. 

The first witness this morning is Mr. Raymond S. Hoover. Mr. 
Hoover, would you give your name and your address and your present 
assignment to the stenographer? 

Mr. Hoover. Raymond S. Hoover, 8306 16th Street, Silver Spring. 
I am presently a Government representative of the Smith-Corona 
Typewriter Co. 

Mr. Harkins. Would you speak louder, Mr. Hoover, please? 


TESTIMONY OF RAYMOND S. HOOVER, SILVER SPRING, MD. 


Mr. McGrain. You are here pursuant to a request by this commit- 
tee; is that correct ? 

Mr. Hoover. That is correct, sir. 

Mr. McGrart. When and how long were you a Government em- 
ployee? 

Mr. Hoover. Approximately 18 years, from 1935 to 1953. 

Mr. McGrai. Were you ever in the Department of Commerce as 
an employee ? 

Mr. Hoover. Yes, from 1947 until 1953. 

Mr. McGratn. Were you ever in the National Production Author- 
ity as an employee of the Department of Commerce ? 

Mr. Hoover. Yes, from 1950 until 1953. 

Mr. McGrart. And during your career as a Government employee, 
which you say extended from about 1935 to 1953, were your duties 
primarily of a nature involving personnel m: itters, Government per- 
sonnel matters ? 

Mr. Hoover. During my career, I was handling personnel matters 
with personnel departments of Government, yes. 
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Mr. McGrain. Going back to about January of 1953, what position 
did you hold at that time? 

Mr. Hoover. I was the administrative officer for the Technical 
Equipment and Consumer Goods Division of the National Production 
Authority, and I also carried the title of administrative officer of the 
Office of Industry and Commerce in the Department proper. 

Mr. McGraw. And that latter was separate from the NPA ? 

Mr. Hoover. That is correct. 

Mr. McGrart. Coming up to May 1953, did you have any additional 
assignment at that time? 

Mr. Hoover. On May 11, I was made administrative officer for an 
additional Bureau within the National Production Authority, the 
Chemical, Rubber, and Forest Products Bureau. 

Mr. McGratt. So as of that time, you had three positions; is that 
correct ? 

Mr. Hoover. That is correct. 

Mr. McGrat.. And they were all administrative positions? 

Mr. Hoover. That is correct. 

Mr. McGratt. Who was the Administrator of NPA as of May 1953? 

Mr. Hoover. Mr. H. B. MeCoy was the Acting Administrator. 

Mr. Marrrz. Is that the same Mr. McCoy who is Deputy Adminis- 
trator of the Business and Defense Services Administration of the 
Department of Commerce? 

Mr. Hoover. Yes; that is the same man. 

Mr. McGratt. Mr. Hoover, I would like to show you a chart which 
is dated May of 1953, and is headed, “United States Department of 
Commerce, National Production Authority,” and ask you if that is a 
diagram of the organization of NPA as of that time. 

Mr. Hoover. Yes: that is the organizational chart. 

The CHarrman. That chart will be offer ed in evidence and accepted. 

(The organizational chart referred to is herewith inserted. ) 

Mr. McGrat. The chart indicates, Mr. Hoover, does it not, that 
there were five operating bureaus of NPA at that time? 

Mr. Hoover. That is correct. 

Mr. McGrat. And in each of those operating bureaus, there were 
divisions pertaining to particular industries; is that correct? For 
example, in the Metals and Minerals Bureau, one of the five operating 
Bureaus, there was a Copper Division and an Tron and Steel Division, 
among others ? 

Mr. Hoover. That is correct. 

Mr. McGraw. According to this chart, vou were the administrative 
officer of two of the Bureaus, namely, the Chemical, Rubber, and For- 
est Products Bureau, and the Technical Equipment and Consumer 
Goods Bureau; is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGrart. And of course, you held the third administrative po- 
sition in the Department proper as well at this time; Is that correct? 

Mr. Hoover. That is correct, yes sir. 

Mr. McGratn. At this time was there a reorganization of NPA tak- 
ing place, Mr. Hoover ? 

Mr. Hoover. Yes, there was. There was a reorganization commit- 
tee appointed by Mr. Craig Sheaffer, that consisted of-—- 
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The CHairman. Craig Sheaffer was the Assistant Secretary of 
Commerce ? 

Mr. Hoover. Yes; for domestic affairs. 

The Cuarrman. He is no longer the Assistant Secretary of Com- 
merce ¢ 

Mr. Hoover. I understand from the newspapers that he is not. 

The CuarrmMan. What is that ? 

Mr. Hoover. I understand from the newspaper stories that he is not 
there. 

Mr. McGrain. But there was a reorganization of NPA taking place 
at this time ? 

Mr. Hoover. That is correct. 

Mr. McGrait. And the reorganization finally resulted in the estab- 
lishment of the Business and Defense Services Administration, com- 
monly known as BDSA ? 

Mr. Hoover. That is correct. 

Mr. McGraw. Was this reorganization being handled and con- 
ducted by Mr. H. B. McCoy, who, as you stated previously, was the 
Acting Administrator of NPA ? 

Mr. Hoover. No, sir; it was not. 

Mr. McGratt. Who was handling the reorganization ? 

Mr. Hoover. The committee which was appointed by Mr. Craig 
Sheaffer, the Assistant Secretary for Domestic Affairs, which, among 
others, consisted of Mr. Bennett S. Chapple, the Assistant Adminis- 
trator for the Metals and Minerals Bureau; Mr. John C. Clay, the 
Assistant Administrator of the Chemical, Rubber, and Forest Prod- 
ucts Bureau; Mr. Charles Potter, the Assistant Administrator for 
the Technical Equipment and Consumer Goods Bureau. 

Mr. McGrai. Let me interrupt. Were those gentlemen WOC’s 
at this time ? 

Mr. Hoover. Yes; they were. 

Mr. McGram. And they were the 3 chiefs of 3 of the 5 operating 
bureaus of NPA? 

Mr. Hoover. That is correct. 

Mr. McGrait. Was Mr. Clay the gentleman from the National 
Starch Products Co. ? 

Mr. Hoover. Yes; that is right. 

The Cuatrman. Mr. Clay testified here the other day. 

Go ahead. 

Mr. McGraw. And Mr. Chapple is from United States Steel ? 

Mr. Hoover. That is correct. 

Mr. McGram. And Mr. Potter, is he from Indiana Telephone Co. ? 

Mr. Hoover. He was at that time. He is presently with A. T. & T. 

Mr. McGraim. And who else was on this committee that was ap- 
pointed by Mr. Sheaffer ? 

Mr. Hoover. Mr. Garwood, I believe, was appointed to the com- 
mittee, who was head of the Industrial and Agricultural Equipment 
Bureau. 

Mr. McGrat. That is another one of the operating bureaus. Is 
Mr. Garwood a WOC? 

Mr. Hoover. No, sir; he was a salaried employee. 

The Cuarrman. Where is Mr. Lyle Tracy from ? 

Mr. Hoover. Mr. Lyle Tracy is from the Rayonier Paper Co. 

The Cuatrman. Rayonier. 
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Mr. McGraw. Who else? The last gentleman you mentioned was 
Mr. Garwood, a salaried employee. 

Mr. Hoover. I believe Mr. McCoy was a member of that committee. 

Mr. McGram. Mr. McCoy, the Acting Administrator ? 

Mr. Hoover. Yes. 

Mr. McGratm. Anyone else? 

Mr. Hoover. There were others, but I 

Mr. McGratt. Was Mr. O’Keefe a member? 

Mr. Hoover. Yes; Mr. O’Keefe—— 

Mr. McGratt. Is that Arthur O’Keefe ? 

Mr. Hoover. Yes. He is connected with the United States Rub- 
ber Co. 

The CuatrmMan. United States Rubber ? 

_Mr. Hoover. Yes, sir. 

The Cuatrrman. A WOC, also? 

Mr. Hoover. Yes, sir. 

Mr. McGrain. And Mr. O’Keefe was a WOC in charge of the Chem- 
ical Division, or Bureau, where Mr. Clay was the Chief; is that 
correct ¢ 

Mr. Hoover. That is correct. 

Mr. Mauerz. Mr Hoover, was this a formal committee? Did 
it have a place in the organizational structure as a separate committee, 
or was it an informal committee? 

Mr. Hoover. I can’t say that there was anything in writing estab- 
lishing this committee. I presume there was but, to my knowledge, 
IT never saw the formal setting up of this committee. 

Mr. Materz. Was it an informal committee ? 

Mr. Hoover. I presume it was formal. 

Mr. Maerz. As I understand it, you testified that Mr. Sheaffer, 
Mr. Craig Shaeffer, established this committee; is that correct? 

Mr. Hoover. That is correct. 

Mr. Marerz. And the function if this committee, would you 
repeat—put it this way: Was the function to reorganize NPA into 
BDSA ? 

Mr. Hoover. Into an organization that would sueceed—— 

Mr. Maerz. Which would succeed NPA ? 

Mr. Hoover. Which would succeed NPA. It was at that time 
unnamed. 

Mr. Maerz. And Mr. Sheaffer delegated that responsibility to this 
committee; is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGrait. You mentioned that Mr. H. B. McCoy was a member 
of that committee. To what extent did he participate in the reorgani- 
zation ? 

Mr. Hoover. To my knowledge, he did not participate at all. 

Mr. McGraw. We are now referring back to the period of May and 
June 1953; is that correct ? 

Mr. Hoover. That is correct. 

Mr. Harxtns. Excuse me just a moment. 

Mr. Garwood was a salaried employee? 

Mr. Hoover. That is correct. 

Mr. Harkins. Did he participate ? 

Mr. Hoover. On the fringes; yes. 
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Mr. McGratw. Mr. Hoover, what part did you play in this reor- 
ganization which you have stated was being handled by this committee 
to which you have just referred ? 

Mr. Hoover. At this time that we are talking about, I did the admin- 
istrative legwork, such as preparing charts and necessary duplicating 
work that was done in connection with the committee’s studies and 
planning. 

Mr. McGraw. What did that have to do with your normal duties 
in the three positions you held as an administrative officer ? 

Mr. Hoover. None. It was just natural for my superiors, who 
were members of the committee, that is, my superiors in the capacity 
of administrative officers for the two bureaus, to come to me for that 
type of assistance. 

Mr. McGratn. Did they especially assign you to any position with 
respect to this committee ? 

Mr. Hoover. On May 1—pardon me—on June 1, they assigned 
me to this committee, and to Mr. Tracy. 

Mr. McGratt. Who was Mr. Tracy? 

Mr. Hoover. Mr. Tracy came in as Deputy Administrator of NPA 
on approximately June 1, 1953. 

Mr. McGrait. Mr. Chairman, may I at this point refer to the 
record of former WOC’s in NPA and BDSA and cite the WOC ex- 
perience of Mr. Lyle Tracy? 

He was Director of the Pulp, Paper, and Paperboard Division of 
NPA from April 17 to June 30, 1952. On July 1 he became Deputy 
Assistant Administrator of the Chemical, Rubber, and Forest Prod- 
ucts Bureau, and continued in that position until December 14, 1952. 

He was Assistant Administrator, Chemical, Rubber, and Forest 
Products Bureau, from December 15, 1952, until March 15,1953. 

He then left NPA as a WOC and became an adviser until May 26. 
On May 26, 1953, he was appointed Deputy Administrator of NPA 
and continued in that position until June 1, 1953. 

Mr. Lyle Tracy, what did he have to do with the committee to which 
you referred, Mr. Hover? 

Mr. Hoover. He continued—when he came in on June 1, he con- 
tinued to—he really took over the direction of that committee from 
Mr. Sheaffer. 

Mr. McGratt. How do you know that ? 

Mr. Hoover. I was told to report to Mr. Tracy on, I believe it was, 
May 31 at his hotel, and he so told me. He outlined his duties that 
he was down here for on a 30-day assignment. 

Mr. McGraw. This was May 31. You say you reported to Mr. 
Tracy in his hotel. Do you recall the hotel ? 

Mr. Hoover. I believe it was the Windsor Park Hotel. 

Mr. McGram. And you had a conference with Mr. Tracy at that 
time ? 

Mr. Hoover. That is correct. 

Mr. McGratw. Who else was present ? 

Mr. Hoover. Mr. John Clay and Mr. Kenneth O’Keefe. 

Mr. McGrait. Wasthat Arthur O’Keefe or Kenneth ? 

Mr. Hoover. Arthur O’Keefe, I guess his name is. 

Mr. McGratm. Was anyone else present that you recall ? 

Mr. Hoover. Not that I recall their names. I think there were two 
other people. 
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Mr. McGraw. Who directed you to report to Mr. Tracy? 

Mr. Hoover. Mr. John C. Clay. 

Mr. McGrarn. Mr. Clay. And when you reported, what happened ? 
What occurred ? 

Mr. Hoover. Mr. Tracy, whom I had known from his previous tour 
of duty, outlined why he was down here and why I had been assigned 
to him and what duties I was to do for him. 

Mr. McGraw. And what was it that he told you about his duties? 

Mr. Hoover. He told me that he was down here, for all intents and 
purposes, to run NPA for its last month and to liquidate it down to 
a complement of people which would fit an organization of which he 
and the committee, as we had previously talked about, would develop 
during the month of June. 

Mr. McGrat. Did he advise you who called him down, and who was 
responsible for his recall to WOC duty ? 

Mr. Hoover. No, sir. 

Mr. McGratn. Did he explain why he was recalled ? 

Mr. Hoover. Only that he was down here to do what I have just 
told you, to, in effect, liquidate NPA and help set up a succeeding 
department in Commerce. 

Mr. McGraw. Did he state what part Mr. McCoy would play in 
the reorganization ? 

Mr. Hoover. Yes; I think he phrased it that “Mr. McCoy would 
sit this one out.” 

Mr. McGrat. He would sit this one out ? 

Mr. Hoover. Yes. 

Mr. McGram. And so as a consequence, you then assumed duties 
assisting Mr. Tracy and the committee which was reorganizing NPA; 
is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGram. And what about your other duties, your officially 
assigned duties ? 

Mr. Hoover. Nothing was said of those, but I assumed, or I took 
it for granted, that I would delegate those duties to people on my 
staff, which I did. 

Mr. McGrat. Would you say that in effect you were the admin- 
istrative officer of Mr. Tracy and this committee which was reor- 
ganizing NPA? 

Mr. Hoover. Yes; I guess I would so term it. 

Mr. McGrain. Did Mr. Tracy at this meeting at the Windsor Park 
Hotel give you any idea of what his plans were for the reorganization 
of NPA and what his ultimate objectives were ? 

Mr. Hoover. Well, he gave me a timetable that we had to reduce to 
a given number, and our first chore was to get the desired staff. 

He also discussed that there were certain people that we wanted 
to keep if it was possible. 

Mr. McGratn. This is in respect to the career employees of NPA? 

Mr. Hoover. Yes. 

Mr. McGratt. How about the structural organization of NPA? 
Did he have anything to say about that, the type of divisions or units, 
and who would head the units, and things of that nature ? 

Mr. Hoover. Well, he was working from essentially the same chart 
that you showed me here, and he just stated that the divisions would 
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be headed by a WOC and a deputy, a career employee, following the 
idea or philosophy of the Secretary of Commerce and the adminis- 
tration that it would be a business-run organization. 

Mr. McGraim. Was it your impression that the decision that each 
of the divisions in NPA would be headed by a WOC in the new 
organization, was made by Mr. Tracy and the committee ! 

Mr. Hoover. My impression was that that was the operating pro- 
cedure that they were to follow. Whether it was made by them, | 
could not say, but | am sure that they participated in it. 

Mr. McGraw. And then after that meeting, did you perform duties 
almost exclusively as the administrative officer for Mr. Tracy and the 
committee ¢ 

Mr. Hoover. Yes; during the month of June, entirely. 

Mr. McGraw. And did the reorganization then continue to take 
place, being conducted by Mr. Tracy and the committee as you have 
Just described ¢ 

Mr. Hoover. That is correct. 

Mr. McGrait. About how long did this last ? 

Mr. Hoover. Well, it lasted right up until June 30, and, as a matter 
of fact, beyond that. And the siete of the committee changed. 

Mr. McGraw. Some WOC’s finished their tour and left, and others 
came in; is that the case ¢ 

Mr. Hoover. That is correct, particularly among the assistant ad- 
ministrators. Mr. Potter left and Mr. Clay left his capacity and be- 
came an adviser, and Mr. Chapple—— 

Mr. McGrain. Mr. Clay left in the middle of July sometime? 

Mr. Hoover. He left his position as Assistant Administrator, I be- 
lieve, around the first of June and continued on as an adviser. The 
same thing applies to Mr. Chapple. 

Mr. McGraiu. During this reorganization in May and June, as the 
administrative officer, were you in constant contact with Mr. Tracy 
and the WOC’s on the committee ? 

Mr. Hoover. Oh, yes; practically every other hour, you might say, 
day and night. 

Mr. McGraw. How many WOC’s were on this committee, Mr. 
Hoover? ; 

Mr. Hoover. I would have to estimate that. 

The Cuairman. What is your answer? 

Mr. Hoover. I would have to make an estimate on that: 7 or 8. 

Mr. McGrain. Would you say, Mr. Hoover, that those 7 or 8 WOC’s 
spent the greater majority of their time on the reorganization of NPA? 

Mr. Hoover. Yes, that was the major thing that the entire NPA 
had to do at that time. 

Mr. McGraw. What about. their official duties as chiefs of bureaus 
or divisions ? 

Mr. Hoover. I —— they delegated those duties. 

Mr. McGram. As I understand it, Mr. Hoover, the new organization 
which was finally formed and which eventually was the BDSA, was to 
be appreciably smaller in size than the then existing NPA; is that 
correct ? 

Mr. Hoover. That is correct. 

Mr. McGrait. Do you have any idea of the number of employees 


. 


in NPA in May of 1953? 
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Mr. Hoover. I would have to make an estimate of that. Around 
1,100. 

Mr. McGrai. About 1,100. And the final organization, the new 
organization, rather, was going to have about how many employees 

Mr. Hoover. At that time, it was estimated at a maximum of around 
435. 

Mr. Matetz. I take it, Mr. Hoover, that the reason for the reduction 
in personnel was because controls were being lifted, or had been lifted ; 
is that right? 

Mr. Hoover. That is right. Controls had been lifted and program- 
wise the need for that type of organization had dwindled. 

Mr. Maerz. And NPA was concerned with allocation controls? 

Mr. Hoover. That is correct. 

Mr. McGrain. It was necessary, therefore, to reduce the complement 
of employees in NPA from the approximate i ,100 you referred to to the 
435 which the new organization was going to have; is that correct? 

Mr. Hoover. That is correct. 

Mr. McGrat. Did the committee of WOC’s that you referred to get 
involved in the determination as to which of the salaried employees in 
NPA were to be retained in the new organization ? 

Mr. Hoover. Yes; they did. 

Mr. McGrait. What part did they play in that? 

Mr. Hoover. They were operating under an impression that there 
would be some civil-service regulations relaxed or amended 

The Cuarrman. Mr. Hoover, will you just talk up a little louder? 
It is very difficult. The acoustics here are very bad. 

Mr. Hoover. Yes, sir. 

They were under the general impression that there would be certain 
relief or relaxation of civil-service regulations whereby they could 
keep the type of technicians and operating people that were most 
desirable in their opinion to do the functions that were to continue. 

Mr. McGrain. Then, as I understand it, you were advised by the 
WOC’s that, one, they expected to get exceptions or exemptions from 
civil-service regulations; is that correct # 

Mr. Hoover. That is correct. 

Ms. McGratr. Two, they expected to be able to retain those em- 
ployees of the 1,100 whom they preferred. Now, what did you mean 
by “preferred” ? 

Mr. Hoover. Well, desired from a standpoint, I should say, of 
whether they were sympathetic with the ideas of philosophy of busi- 
ness 

The Cuarrman, Of the what? 

Mr. Hoover. Bear in mind, the whole philosophy was that business 
people were going to run this organization, and they wanted to pick 
people who were sympathetic to this philosophy. 

Mr. Materz. Were there people in the organization who were 
unsympathetic to business? 

Mr. Hoover. There were people whose economic theories might be 
called radical that they did not think should stay in that type of 
organization. 

Mr. Maerz. What do you mean by “radical”? 

Mr. Hoover. Control-minded; control of business by Government, I 
should say. 
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Mr. McGrat. So then the WOC committee was going to determine 
which employees were going to be retained, as I understand your 
testimony; is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGraiv. How did they go about doing that?) How did they go 
about selecting the salaried employees which they wanted to retain in 
the new organization ? 

Mr. Hoover. The division directors that were WOC’s and those that 
were salaried employees and were acceptable to this group of people 
working with Mr. Tracy selected a preferable complement. 

Bear in mind that I am only talking about technicians and not 
stenographers and clerks. 

Mr. McGraw. The professional category ! 

Mr. Hoover. That is correct. 

Mr. McGraw. What percentage of the total employees were on that 
level; would you say? 

Mr. Hoover. Oh, I would say that was a good 60 percent of it. 

Mr. McGrain. A good 60 percent? 

Mr. Hoover. Yes. 

Mr. McGratw. Proceed. 

Mr. Rocers. Was there a classification made of these employees as 
to what their economic thought was, whether Government should be 
in business or whether it should not? Was that done in this com- 
mittee ? 

Mr. Hoover. People built up a reputation with their directors and 
they.enjoyed a reputation one way or the other, yes. 

Mr. Rogers. And according to the reputation that they enjoyed, 
they were classified whether they were for socialism or whether they 
believed in the free-enterprise system? Were they put in that cate- 
gory ? 

Mr. Hoover. Yes. Bear in mind that that was a small group. 

Mr. Rogers. Yes, but you as the director or administrator had the 
duty and responsibility of ascertaining that according to the reputa- 
tion that the respective employees bore in the department, inside and 
out; did you not ? 

Mr. Hoover. I did not; no, sir. 

Mr. Rogers. Who did? 

Mr. Hoover. The personnel department of NPA and the personnel 
department of the Department of Commerce. 

Mr. Rogers. Do you know of anything that was submitted to the 
personnel department as to the economic thoughts of the respective 
employees who were being considered ? 

Mr. Hoover. Only their personnel folders, which showed their edu- 
cational background. 

Mr. Rogers. Would the educational background reflect the man’s 
thinking? In other words, if he came from Harvard, would it be one 
line of thought, and if he came from Princeton, would it be another, 
or if he came from some other school, was that any criterion in deter- 
mining ? 

Mr. Hoover. In some circles it was; yes. That is not my interpre- 
tation, of course. ; 

The CuatrMan. Was there any political consideration given? 
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Mr. Hoover. Yes, there was quite a bit of political consideration 

iven. 
~ The Cuarrman. Explain that, will you? What do you mean by 
political consideration ? 

Mr. Hoover. Well, there were considerable must considerations 
handled that came from the Republican National Committee. 

The Cuarrman. From the what? The Republican National Com- 
mittee ? 

Mr. Hoover. That is correct. 

The Cuatrman. Explain that, will you? What was the nature 
of that? 

Mr. Hoover. There was assigned to this committee a man by the 
name of Jones—I believe his name was Bob Jones—who did the 
liaison work for the Republican National Committee with the depart- 
ment. 

Mr. McGrain. By whom was he employed ? 

Mr. Hoover. He was apparently employed by the Republican Na- 
tional Committee. 

The CuarrmMan. What did he do; do you know ? 

Mr. Hoover. Well, he had a list of people whom the Republican 
National Committee was desirous of placing in this new organization. 

The Crarrman. Did he select any of the civil-service employees 
who were scheduled to go? 

Mr. Hoover. Yes, he did, in some instances. 

The Cuarrman. Did he name names of civil-service employees ? 

Mr. Hoover. Yes, he did. 

The CuarrmMan. Were his recommendations followed ? 

Mr. Hoover. Wherever it was possible, yes. 

Mr. Rogers. Is there anything in the personnel file of the individual 
to ascertain what his political affiliation may be? 

Mr. Hoover. Only when someone has been endorsed or there is some 
correspondence in his personnel file that would emanate—— 

Mr. Rogers. In other words, if I, a Democrat, put down a recom- 
mendation that you were a good fellow and that was filed, you would 
assume then, that being endorsed by a Democrat, he was a Democrat. 
Did you ever have any file where he was endorsed by both parties? 

Mr. Hoover. We certainly did. 

Mr. Rogers. How did you ascertain his political affiliation then? 

Mr. Hoover. If I may, Mr. Congressman, I did not ascertain. 

Mr. Roeers. You did not? 

Mr. Hoover. No, sir. 

Mr. Rocers. What was done about the civil-service regulations? 
Was Mr. Young contacted ? 

Mr. Hoover. In regard to the civil-service regulations, as I have 
previously indicated, there was a general belief that there would be 
certain relief for these types of positions. 

Mr. Roaers. Certain relief? 

Mr. Hoover. Yes. I think that after I left the Department of Com- 
merce, there did develop what was commonly known as schedule C 
appointments. 

The CuarrmMan. Were some of those men that were dismissed sub- 
sequently reinstated ? 

Mr. Hoover. Yes, sir. 
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Mr. Rogers. Was schedule C in effect at that time? 

Mr. Hoover. No, sir. 

Mr. Rocers. Were you there when it did become effective? 

Mr. Hoover. No, sir. ' 

Mr. Rogers. And do you know anything about how it became 
effective, or anything like that? 

Mr. Hoover. No, sir. 

Mr. Rocrrs. Do you know of any contact that was made by the 
Republican National Committee to Mr. Young of the Civil Service 
Commission concerning the employment of these employees? 

Mr. Hoover. No. 

Mr. Rogers. How was this Mr. Jones, who was as you indicate, on 
the payroll of the Republican National Committee—did he confer 
with you about which men should be retained and which ones should 
not be retained ? 

Mr. Hoover. No, sir. He conferred with Mr. Tracy. 

Mr. Rogers. Mr. Tracy. 

The Cuarrman. He was the head of this WOC committee? 

Mr. Hoover. That is correct. 

Mr. Rocers. Then did Mr. Tracy there confer with you about who 
should be retained and who should not be? 

Mr. Hoover. Yes. 

Mr. Rogers. And did Mr. Tracy indicate to you whom he wanted 
retained and whom he wanted dismissed ? 

Mr. Hoover. Mr. Tracy and other people in the Secretary’s office 
amended these lists every day. 

Mr. Rogers. Every day? 

Mr. Hoover. That is correct. 

Mr. Rocers. Did they ever discuss with you the economic philos- 
ophy of the respective ones that they were retaining and those that 
they thought should go? 

Mr. Hoover. In the case of seven individuals, yes. 

Mr. Rocers. Did they raise the question of whether or not those 
who were control minded should be given one category and those that 
had another philosophy given another? 

Mr. Hoover. Yes, in the instance of seven employes; yes. 

Mr. Rocers. You made reference to “control minded” a moment 
ago. Would you mind kind of explaining what that means to you 
and how it operated down there? 

Mr. Hoover. Well, “control minded”—— 

Mr. McGratn. Excuse me, Mr. Congressman. May I ask one ques- 
tion there to clear it up ? 

Mr. Rogers. Yes, sir. 

Mr. McGratn. When you referred to “control minded” or “business 
minded,” or whatever it might be, are you referring to your own 
attitude now or the attitudes which were expressed by the WOC’s on 
this committee which was handling the reorganization ? 

Mr. Hoover. I am certainly not referring to my own opinion. I do 
not think that I am qualified to judge a person. 

Mr. Rocers. Who made this determination of an individual? You 
say you did not make it, as to control-minded people who were em- 
ployed. Who made that determination ? 

67271—56—pt. 3—14 
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Mr. Hoover. I perhaps did not make myself clear when you asked 
that question before. The various division directors, the assistant 
administrators, both salaried and nonsalaried, who were acceptable to 
this group that was doing the reorganization 

Mr. Rogers. That is, acceptable to the WOC’s who were doing the 
reorganization ? 

Mr. Hoover. That is correct. 

Mr. Rocrrs. And from the information that was pemnes, were any 
of them branded as radicals in there that you know of ! 

Mr. Hoover. Well, their economic theories were contrary to theories 
of the administration. Thatisas far asI can go. 

Mr. Rocers. Were they referred to as radicals ? 

Mr. Hoover. I think that is as far as I can go, that their economic 
theories differed 

Mr. McGram. Differed from what? The WOC’s? 

Mr. Hoover. From the theories of the administration. 

Mr. Rogers. Then having ascertained the economic theories of the 
respective employees, and the matter was passed upon by the WOC’s, 
you as administrator then followed their direction ? 

Mr. Hoover. No, sir; I did not. 

Mr. Rogers. You did not? 

Mr. Hoover. No, sir. 

Mr. Rogers. Well, did you follow the civil service regulations in 
regard thereto? Or what did you do to ascertain who should be 
retained and who should be dismissed ? 

Mr. Hoover. At first, as we have discussed, there was a list of 
people who were most desirable. 

Mr. McGraw. What list is this you are referring to ? 

Mr. Hoover. There were three lists prepared by myself and the 
people that assisted me for Mr. Tracy and the people who were liqui- 
dating and setting up this new group. 

Mr. McGratn. You or these three lists. Did you select the 
names to go on this list ? 

Mr. Hoover. I did not. They were all given to me by assistant 
administrators—— 

Mr. McGraw. Who were WOC’s? 

Mr. Hoover. Who were WOC’s. 

Mr. McGratu. You are saying that you only physically drew up the 
list ? 

Mr. Hoover. That is correct. 

Mr. McGrat. As directed to you by the committee ? 

Mr. Hoover. That is correct. 

Mr. Rogers. Then after that was drawn up, what took place, as to 
which ones were to be retained and which ones were to be dismissed ? 

Mr. Hoover. As I have indicated, the most desirable list was not in 
accordance with what should have been done according to civil-service 
procedures. 

Mr. McGraw. What do you mean by the most desirable list? 

Mr. Hoover. The list that was the result of trying to staff the or- 
ganization with people that had savvy of industry and were acceptable 
to industry and could do a better job for their chores in the opinion 
of this 

The Cuarrman. In whose opinion could they do a better job? 

Mr. Hoover. The people from industry. 
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Mr. McGratt. The WOC’s? 

Mr. Hoover. That is correct. 

Mr. McGrai. When you say the most desirable list, you mean the 
list of employees who were desirable to the WOC’s for retention in the 
new organization ; is that correct? 

Mr. Hoover. That is correct. 

Mr, McGratt. What about the other lists? What were they? 

Mr. Hoover. Based on the fact that the relief that they had antici- 
pated was slow in coming, I prevailed upon them to make a list as 
close as they could to what they actually would have to do, based upon 
the information that was available at the time, civil servicewise. 

Mr. McGrai. Another list, in other words, was a list of employees 
who, under the civil-service laws and regulations, should have been 
retained ; is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGratt. What was the third list? 

Mr. Hoover. The third list was a list of people that would have to 
go for one reason or another. | 

Mr. McGram. Now, did the WOC’s have access to the personnel 
files of all the employees? 

Mr. Hoover. Yes; they did. 

Mr. McGrat. And also they had some experience in their associa- 
tion with them at NPA, and, of course, previously the WOC’s had been 
associated with the same employees; is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGrait. Do you know whether the opinions and the prefer- 
ences of the previous WOC’s were passed on to the current WOC’s? 

Mr. Hoover. Yes. The continuity was always passed on, both per- 
sonnelwise and operatingwise. 

The CHarrman. You spoke of categories before. Do you know 
whether or not these WOC’s or this committee of WOC’s, in estab- 
lishing the categories, used any political considerations as to category ? 

Mr. Hoover. I know that we had a list of some 60 or 70 people that 
must be retained. 

The CHarrman. Must be retained ? 

Mr. Hoover. That is right. 

The Cuarrman. Why? 

Mr. Hoover. This list originated with Mr. Jones of the national 
committee, and it was changed several times. 

Mr. McGram. How do you know that? 

Mr. Hoover. I was advised by Mr. Tracy and later on by Mr. 
Osthagen, I believe his name is, in the Department; by Mr. Honeywell 
and Mr. Kilborne. 

The Cuarrman. And these 65 employees that Mr. Jones in the Re- 
publican National Committee had something to do with were civil- 
service employees ? 

Mr. Hoover. Some were and some were not. 

The CHarrman. How many of that number were civil service and 
how many were not? 

Mr. Hoover. I would be afraid to estimate that. 

Mr. Keattne. What was the total number of employees there at 
that time? 

Mr. Hoover. Eleven hundred. 
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Mr. Keattna. Eleven hundred. And there were 60 that they were 
pressing to have retained out of the 1,100? 

Mr. Hoover. That is right. 

Mr. Keatine. You would not think that was a disproportionate 
number of Republicans in a Republican administration out of 1,100; 
would you ? 

Mr. Hoover. I would not have any opinion on that, sir. 

Mr. Roptno. Mr. Hoover, about these people who were to be re- 
tained, were you consulted with relation to these various lists? You 
say you were advised. 

Mr. Hoover. Yes, I was consulted about the lists. 

Mr. Roprno. You were consulted. And was your opinion solicited 
as to who should or should not be retained ? 

Mr. Hoover. Yes, my opinion was solicited at one point in the 
preparation and revising of the list, as to whether certain people could 
be retained according to civil-service regulations and I advised Mr. 
Tracy and the members of the committee that they could not unless 
this so-called relief was available. 

Mr. Roptno. And were those people retained ? 

Mr. Hoover. Ultimately, yes. 

Mr. Rogers. Those are the 60 Republicans who had infiltrated dur- 
ing the Democratic administration. [Laughter. ] 

The Cuarrman. Mr. Hoover, did the WOC Committee give coopera- 
tion to Mr. Jones of the Republican National Committee? 

Mr. Hoover. Well, I can only speak in regard to the instructions 
I got from Mr. Tracy. He was the person I took instructions from. 

The Cuarrman. Did that indicate cooperation ? 

Mr. Hoover. I would say so; yes. 

Mr. Roptno. Were you present at any of the meetings at which Mr. 
Jones was present when he discussed these problems ? 

Mr. Hoover. Yes; I was. 

Mr. Roptno. Where did these meetings take place? 

Mr. Hoover. Mr. Jones for a time had an office in the General 
ere Office. I was instructed to make desk space available for 

im. 

Mr. Rogers. You mean Mr. Jones from the Republican National 
Committee had his office over in the General Accounting Office? 

Mr. Hoover. That is correct, sir. 

Mr. Rogers. Was there any sign indicating he was with the Republi- 
can National Committee? 

Mr. Hoover. No. But it was assumed, gossip around the corridor, 
and he had a very busy time. 

Mr. Rocers. And he had a desk and telephone and everything—— 

Mr. Hoover. Yes, sir. 

Mr. Rogers. Hooked right up with the Department? And you 
had to consult Mr. Jones before you moved in any of these 
appointments ? 

Mr. Hoover. I did not, sir; no, sir. 

Mr. McGrarm. But you were just doing the physical work? 

Mr. Hoover. I was just drawing up the lists; that is all. 

Mr. McGraw. What is this list of 60 that you referred to? You re- 
ferred to a list of 60. 
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Mr. Hoover. Yes. Those were people who through various sources 
became, we might call, eligible according to the Republican National 
Committee. 

Mr. McGrat. But your list of employees to be retained was much 
larger than 60; was it not? 

Mr. Hoover. That is correct. 

Mr. McGrat. This was one phase of that total list ? 

Mr. Hoover. That is right. 

Mr. Keating. How many were on that list? 

Mr. Hoover. Four hundred and thirty-five would be about my guess. 
Bear in mind 

Mr. Keattne. Were the rest of them Democrats? 

Mr. Hoover. I have no idea. 

Mr. McGram. And how many were finally retained in the new 
organization ? 

Mr. Hoover. I have no idea, because—— 

Mr. Rogers. Do you know the economic thought of the 60 that were 
urged by the Republican National Committee ? 

Mr. Hoover. I haven’t the slightest idea. 

Mr. Rogers. You do not know whether they were radicals or free- 
enterprise boys? Of course, you had no way of ascertaining that, 
and you do not know how Mr. Jones of the Republican National Com- 
mittee ascertained it? 

Mr. Hoover. No; I do not. 

Mr. Rogers. Were their personnel files gone through to see whom 
they have been endorsed b 


a 
Mr. Hoover. Not to my Racial. but I presume they were. 
Mr. McGram. Iam a bit confused at one point. Were the ere 
’ 


of NPA being classified simply in the 2 categories, 1 radical, so to 
speak, and another conservative, so to speak ? 

Mr. Hoover. No. I think 

Mr. McGrat. Or was it a classification on the basis of preference, 
so far as the WOC’s were concerned ? 

Mr. Hoover. It definitely was on the basis of preference, and I 
think the testimony will show that a very small minority of the people 
were classified as radical versus—— 

The Cuarrman. When you say “preference,” you mean preference 
as determined by these WOC’s? 

Mr. Hoover. That is correct. 

The Cuarrman. And just one consideration of the WOC’s in form- 
ing their preference was perhaps an illustration, if I understood you, 
of the fact that some of the employees, a few of the employees, perhaps, 
may have been considered to be on the radical side by these WOC’s; is 
that the case? 

Mr. Hoover. That is correct. 

The CHatrman. And there were also considerations of party 
affiliation ? 

Mr. Hoover. That is correct. 

Mr. McGraw. Were the NPA employees aware of the fact that there 
were lists being made up of employees to be retained by the WOC’s ? 

Mr. Hoover. You cannot keep anything like that a secret in an 
agency like that. It was pretty generally known. 
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Mr. McGrait. And what was the effect on the employees and the 
overall efficiency of the agency ? 

Mr. Hoover. Naturally it was demoralizing. 

‘The Cuarrman. Demoralizing ? 

Mr. Hoover. Demoralizing; yes. 

Mr. McGrat. As I understand it, is it correct, Mr. Hoover, that the 
first terminal date for NPA was the last day of June 1953? 

Mr. Hoover. Yes; as I recall, on May 29, everyone in NPA, which 
was around 1,100 people, got a notice stating that if funds were not 
available, their services would be terminated. 

Mr. McGrai. What personnel action was taken ? 

Mr. Hoover. None at that time. 

Mr. McGram. Weren’t any notices given out to the employees? 

Mr. Hoover. Did you say, “during this period” ? 

Mr. McGrai. Back about in this period of May or June, were any 
employees given notice as to their retention or dismissal from NPA? 

Mr. Hoover. Everyone in NPA on May 29, approximately, received 
a notice, a conditional notice, that if funds were not available, their 
services would be terminated on June 30. 

Mr. McGraw. That is, all employees of NPA were under notice that 
as of June 30, they would be dismissed; is that correct ? 

Mr. Hoover. That is correct. There was no assurance that funds 
would be available, and if so, how much. 

Mr. Rogers. Once word got around that you were making this in- 
vestigation of individuals according to category and political endorse- 
ment, was there a flood of letters down endorsing the various ones? 

Mr. Hoover. Tremendous. 

Mr. Rogers. A tremendous amount came in when the word got 
around ¢ 

Mr. Hoover. Yes. 

Mr. Rocers. And that went into the personnel files of the respective 
individuals? 

Mr. Hoover. I don’t know that it did. 

Mr. Keating. Were you on one of these lists? 

Mr. Hoover. I think I was on all three lists. 

Mr. Keating. At one time or another? 

Mr. Hoover. At one time or another; yes, sir. 

Mr. Kratinc. When did your services with the Department of Com- 
merce terminate ? 

Mr. Hoover. August 14, 1953. 

Mr. Keatine. August 14, 1953? 

Mr. Hoover. That is right. 

Mr. Keatrne. And these transactions were in May and June of 1953? 

Mr. Hoover. That is correct, sir. 

The Crarrman. You had been in the Government service since 
when ? 

Mr. Hoover. 1935, Mr. Celler. 

Mr. Rogers. You had civil-service status? 

Mr. Hoover. Yes, sir. 

Mr. Keatina. What are you doing now ? 

Mr. Hoover. I am a Government representative for the Smith- 
Corona Typewriter Co. 
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Mr. Keatrine. That is, you are engaged in selling typewriters to 
Government agencies ? 

Mr. Hoover. That is correct. 

Mr. Kearine. On August 14, when your services were terminated, 
that was after this reorganization had taken place; was it ? 

Mr. Hoover. That is correct. 

Mr. Keating. Did you resign voluntarily ? 

Mr. Hoover. I resigned, yes. 

Mr. Kearine. You have not given consideration to my question 
which included the word “voluntarily.” Did you wish to resign ? 

Mr. Hoover. Under the circumstances, yes. 

Mr. Krarine. Were you invited to resign? 

Mr. Hoover. No, sir. 

Mr. Keatine. Was there any talk with you about resigning ? 

Mr. Hoover. No, sir. 

Mr. Keating. You just resigned, walked in with a resignation, cold 
turkey ¢ 

Mr. Hoover. It was indicated, to help you get at the question you 
are after, that my situation in Commerce would be pretty rough. 

Mr. Kratine. From whom did you get that representation ¢ 

Mr. Hoover. From the members of this WOC committee. 

Mr. Keattnc. What ones? 

Mr. Hoover. Some of the members of the WOC committee. 

Mr. Keating. Mr. Tracy? 

Mr. Hoover. Mr. Clay; Mr. O’Keefe. Mr. Tracy had gone. 

Mr. Rogers. You mean, after you had cooperated with them to the 
extent that you have testified to, they then indicated that they did 
not need your services any more? 

Mr. Hoover. They did not indicate that. They indicated that my 
tenure, if any, in the Department of Commerce, would be pretty rough. 

Mr. Ropino. How did they indicate that, Mr. Hoover ¢ 

Mr. Hoover. By telling me that the Secretary of Commerce, and 
particularly Mr. Worthy, were adamant about my remaining in the 
position that I was in. 

The Cuatrman. Mr. Worthy ? 

Mr. Hoover. Yes. 

Mr. Keating. Mr. Worthy? 

Mr. Hoover. Yes. 

Mr. Keatrne. Who was he? 

Mr. Hoover. At that time he was Assistant Secretary for Adminis- 
tration. 

Mr. Keatine. For Administration ? 

Mr. Hoover. That is correct. 

Mr. Keatine. Did you have any talk with Mr. Worthy directly ? 

Mr. Hoover. No, sir. I was called to his office and I had come to 
the conclusion that I wanted to resign and to go to private industry, 
and I told them that I would make this thing easy for them; I would 
waive my disabled veterans’ rights, and my civil-service rights, and 
let my reduction in force stand as a resignation, or reduction in force, 
to go to private industry. 

Mr. Kratrne. And you did that just to make it easy for Mr. Worthy ? 

Mr. Hoover. I realized that my position in the Department of Com- 
merce was most undesirable. Yes, I have always cherished an idea of 
taking a challenge from industry and working in it. 
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Mr. Keatine. And there was no other talk between you and any 
of them about any other reason for terminating your employment ? 

Mr. Hoover. No, sir; not a thing. 

Mr. Keratine. There was nothing said about your record in any 
way ¢ 

Mr. Hoover. No, sir. 

Mr. Keatine. By anyone? 

Mr. Hoover. No, sir. 

Mr. Keartina. Was there anything said about the contents of your 
personnel file? 

Mr. Hoover. No, sir. I would like to be put under oath on that, 
Mr. Congressman, too. 

Mr. Keating. The chairman did not swear you. 

Did you have a talk with any career people in the Commerce 
Department about the termination of your employment ? 

Mr. Hoover. No, sir. | 

The Cuarmman. Just a minute. Do you mind raising your right 
hand? I will swear you now. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Hoover. Yes, sir. 

The Cuatrman. And is all the testimony that you have given just 
now the truth? 

Mr. Hoover. Yes. 

Mr. Keating. And your only talk about the termination of your 
employment was with these gentlemen, Messrs. Clay, O’Keefe, and 
Tracy ; is that correct? 

Mr. Hoover. That is correct. 

Mr. Keatine. And the only time you ever talked to Mr. Worthy 
was when you came in with a signed resignation ? 

Mr. Hoover. No. I did not come in with a signed resignation. I 
was asked to report to his office. I reported to the office—— 

Mr. Keattne. Who asked you to report to his office? 

Mr. Hoover. His secretary, as I recall it. 

Mr. Keating. And you did report there? 

Mr. Hoover. I did. 

Mr. Keating. And you did see Mr. Worthy ? 

Mr. Hoover. I did. 

Mr. Keating. And what conversation took place? 

Mr. Hoover. I anticipated that he could have a series of things: 
For instance, participation in the Jackson-Jefferson Day dinner busi- 
ness, and things like that. 

bes BASINS, You anticipated that he might raise that question 
with you! 

Mr. Hoover. Yes. I had been asked by one of these WOC’s if I 
had attended a Jackson-Jefferson Day dinner. 

Mr. Rocrrs. Was that one of the tests down there in the Depart- 
ment, if a man had 

Mr. Keattna. May I complete my examination, Mr. Chairman ? 

The Cuarrman. Mr. Keating has the floor. 

ae Rogers. I beg your pardon. I thought that he had enlight- 
ened us. 

Mr. Kearine. And did you say that to Mr. Worthy ? 
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Mr. Hoover. I said nothing. I had made up my mind that I wanted 
to resign and go to private industry. 

Mr. Keatina. And you were a career civil-service employee? 

Mr. Hoover. I was, sir. 

Mr. Keatine. And you had attended Jackson-Jefferson Day din- 
ners; is that right? 

Mr. Hoover. That is correct. 

Mr. Keatine. And had you sold tickets for those dinners? 

Mr. Hoover. No, sir. 

Mr. Keating. You just attended? 

Mr. Hoover. I believe that is a violation of the Hatch Act, Mr. 
Congressman. 

Mr. Keatine. And you just attended the dinners, only ? 

Mr. Hoover. That is correct. 

Mr. Keattna. My original question was, What did you discuss with 
Mr. Worthy when you came in to tell him you thought you would 
resign ? 

Mr. Hoover. Nothing; not a word. 

Mr. Keratine. Well, you must have said something. You did not 
stand there and say nothing. 

Mr. Hoover. I said, “Good morning. I am going to make this easy 
for you. I will accept my reduction in force, and waive my civil 
service and disabled veterans’ rights. I choose to go to private 
industry.” 

Mr. Keatine. You came in and said that before he said anything? 

Mr. Hoover. Absolutely. 

Mr. Keratine. What made you think that he had called you there 
for the purpose of talking about your resignation ? 

Mr. Hoover. I had no idea that he intended to talk about a resig- 
nation. 

Mr. Keatine. How did you think he would know what you meant 
when you came in and said, “I will make it easy for you”? 

Mr. Hoover. I just assumed that he wanted to discuss a number of 
possible things. 

Mr. Keratine. All having to do with the termination of your em- 
ployment ? 

Mr. Hoover. Not necessarily ; no, sir. 

Mr. Keratine. It would seem unusual to me to have someone walk 
in to me who was working for me and say, “I will make it easy for you. 
I will waive all my rights.” 

I would not know what he was talking about, unless there had been 
some previous transaction leading me to think he was resigning. 

Mr. Hoover. Mr. Congressman, let me explain. There was a ter- 
rific battle of power politics going on in the Department of Commerce 
between 

Mr. Krattna. Between those who had been there for years, and those 
who were coming in from the outside ? 

Mr. Hoover. No,sir. If I may explain further—— 

The Cuarrman. Yes; certainly. 

Mr. Hoover. Between Mr. Worthy, the Assistant Secretary for Ad- 
ministration, and Mr. Tracy and this committee. 

Mr. Keattne. That is, one group against the other, you mean? 
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Mr. Hoover. Absolutely, on certain factors. 

Mr. Keatrne. And Mr. Tracy and this committee were on your side 
or the other side, or what ? 

Mr. Hoover. Well, if I can explain it this way, Mr. Tracy and the 
committee of Assistant Administrators, in a uniform position, felt 
like they should run this liquidation and reorganization. 

Tnamnens, Mr. Tracy, together with the WOC’s, had that atti- 


The 
tude? 

Mr. Hoover. Yes. 

Mr. Keatine. And Mr. Worthy thought that he should; is that 
right? 

{r. Hoover. That is correct. 

The Cuarrman. Mr. Tracy was a WOC also? 

Mr. Hoover. That is correct. 

Mr. Keating. And Mr. Worthy was a career employee? 

Mr. Hoover. Mr. Worthy was—no, he was not a career employee. 
He was a political appointee, Assistant Secretary of Commerce for 
Administration. 

Mr. Keatine. But the Tracy group of WOC’s thought that they 
should run this reorganization, and Mr. Worthy, the Assistant Sec- 
retary for Administration, thought that he should ? 

Mr. Hoover. He did for a while, for a few hours. I could explain 
that, sir. 

The Cuatrman. Will you explain it? We want the explanation. 

Mr. Kerattne. Go ahead. 

Mr. Hoover. I have to get some dates and days in my mind here. 
I did not anticipate anything like this. 

Well, we will say 10 days before June the 30th, Mr. Worthy dele- 
gated Mr. Carlton Hayward 

Mr. Rocers. Carlton who? 

Mr. Hoover. Carlton Hayward, who was then departmental field 
service head, and a good personnel man in Government. 

Mr. Rogers. A civil-service employee ? 

Mr. Hoover. Yes, sir. 

Mr. Keatrne. Who designated him ? 

Mr. Hoover. Mr. Worthy; to conduct this reduction in force. And 
this was on a Friday, as I recall, or maybe a Thursday. But anyway, 
he went to work on a Friday. And that so incensed this committee 
and Mr. Tracy that they prevailed upon Mr. Shaeffer to have a meet- 
ing with them at the Carlton Hotel, where they expressed indigna- 
tion and in effect said, “If you don’t take Mr. Hayward off that assign- 
ment, we are going to pick up our marbles and go home.” 

And that position that they took prevailed, and I was told that we 
would have to take a little time, to let Mr. Worthy save face, and to 
stand by for a telephone call on Saturday morning because I would 
have to conduct the reduction in force. 

Mr. Keatine. On behalf of Tracy and the WOC group ? 

Mr. Hoover. That is correct. 

The Cuarrman. In other words, would you say that the WOC’s un- 
der the leadership of Mr. Tracy prevailed as to what should be the 
process of dismissing these civil-service employees ? 

Mr. Hoover. I am sorry, Mr. Congressman, I did not give you my 
entire attention. Would you repeat that? 
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The Cuatrman. I take it that the Tracy group, or Tracy heading 
the WOC’s, plus the WOC’s, insisted upon their attitude prevailing 
as to who was to be dismissed, and that they actually succeeded, and 
Mr. Worthy, who was appointed by Mr. Shaeffer or somebody in the 
Department of Commerce 

Mr. Hoover. By the Secretary. 

The Cuamman. Is that correct ? 

Mr. Hoover. That is correct, essentially. 

The Cuatmrman. Was it your understanding that WOC’s would 
have such duties and such powers ? 

Mr. Hoover. I was only working for Mr. Shaeffer and Mr. Tracy, 
and actually my work was legwork. I had no voice in the matter at 
all, other than to do certain legw ork. 

Mr. Rogers. When this work was taken away from the man who 
was assigned to it, was that then assigned to you to do? 

Mr. Hoover. Yes. At 11 o’clock that telephone call came through. 

Mr. Rocrrs. And you were told to do it? 

Mr. Hoover. And I was told to go over, and I met Mr. Hayward 
on the way out. 

Mr. Rogers. Do you know whether they had knowledge then that 
you had attended a Jefferson-Jackson Day banquet ? 

Mr. Hoover. I presume they did have. 

The Cuarrman. On the basis of your experience in Government 
pate matters, would you state whether the list of employees to 

retained as set up by the WOC’s was consistent with our violative 
of the civil-service regulations? 

Mr. Hoover. Grade 9 and above, they violated it. 


The CuarrmMan. Have you got the pertinent paragraphs of the civil- 
service regulation? I would like that read in the record. 

Mr. McGrau.. This is the statute, the Lloyd-LaFollette Act; it is 
section 861 of the United States Code, as follows: 


In any reduction in personnel in any civilian service of any Federal agency, 
competing employees shall be released in accordance with Civil Service Com- 
mission regulations which shall give due effect to tenure of employment, military 
preference, length of service, and efficiency ratings: Provided, That the length 
of time spent in active service of the Armed Forces of the United States of each 
such employee shall be credited in computing the length of total service: Pro- 
vided further, That preference employees whose efficiency ratings are “good” 
o~ ° tter shall be retained in preference to all competing employees, and that 
preference employees whose efficiency rating are below “good” shall be retained 
in preference to competing nonpreference employees who have equal or lower 
efficiency ratings: And, provided further, That when any or all of the functions 
of any agency are transferred to, or when any agency is replaced by, some other 
agency, or agencies, all preference employees in the function or functions trans- 
ferred by the agency which is replaced by some other agency shall first. be 
transferred to the replacing agency, or agencies, for employment in positions 
for which they are qualified before such agency or agencies shall appoint addi- 
tional employees from any other source for such positions. 


The Cuamman. Were those conditions satisfied in connection with 
these dismissals of civil-service employees? 

Mr. Hoover. No, sir. 

The Cuarrman. Now, relative to the situation where Mr. Worthy, 
Assistant Secretary Worthy was called in, or, rather, in connection 
with his calling in Mr. Carlton Hayward, did these WOC’s, Craig, 
Tracy, Pasek, Chapple, and other WOC’s, hold a protest meeting ? 

Mr. Hoover. I think that is the protest meeting that I just referred 
to. 
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The CuarrmMan. Where was that protest meeting held ? 
Mr. Hoover. I understand it was held in a suite of rooms of the 
Owens-Illinois Glass Co. in the Carlton Hotel. 

Mr. Kratinc. You were not there? 

Mr. Hoover. No, sir. 

The Cuarrman. The Carlton Hotel in Washington here ? 

Mr. Hoover. That is correct, sir. I was not there, but Mr. O’Keefe 
told me it was there. 

The Cuarrman. Was Mr. Sheaffer there, do you know? 

Mr. Hoover. Mr. O’Keefe told me Mr. Sheaffer was there. 

The Cuarrman. And it was there decided that Mr. Hayward was to 
be recalled ? 

Mr. Hoover. That is correct. 

Mr. Rogers. Do you know whether or not this committee had a list 
of those who attended the Dollar Lunchbox out here at the George 
Washington University for the Republican National Committee ? 

Mr. Hoover. No, Congressman; I do not. 

The Cuarrman. In other words, you are now saying, in effect, that 
the decision of how the NPA, a Government agency, was to be reor- 
ganized, was determined in a hotel room, namely, the Carlton Hotel, 
under the auspices of the Owens-IIlinois Glass Co. ? 

Mr. Hoover. I would not be in a position to say that, Mr. Chairman. 

The Cuamman. Did you receive any instructions as to the actions 
. re taken as a result of that protest meeting held in the Carlton 

otel ? 

Mr. Hoover. First, let me say that I received instructions to take 
over where Mr. Hayward had just gotten started, and in a situation 
where things had been dormant for some 3 weeks, nothing was done. 

Mr. Keating. Mr. Chairman, may I resume the questioning which 
I was cut off from? 

The CHarrman. Yes. 

Mr. Knartna. I want to return, Mr. Hoover, to the time when you 
came in to Mr. Worthy’s office. Had these men, Tracy, and so forth, 
given you an indication of what Mr. Worthy wanted to see you about? 

Mr. Hoover. No; they hadn’t, only that the Secretary and Mr. 
Worthy were adamant about me remaining in the Department of 
Commerce. 

Mr. Keatine. They told you that? 

Mr. Hoover. Yes, sir. 

Mr. Keartine. Just shortly before you went to see Mr. Worthy. 

Mr. Hoover. That is correct. And Mr. Worthy took this as a per- 
sonal affront, because of this power politics move, and the finger was 
pointed at me. 

Mr. Keattne. By Mr. Worthy? 

Mr. Hoover. That is correct. 

Mr. Keatine. And you think that the reason that the finger was 
pointed at you was because of your activities in taking over these 
duties from Mr. Hayward; is that right? 

Mr. Hoover. To some extent; yes. 

Mr. Keatrne. Have you ever examined your own personnel file in 
the Department of Commerce? 

Mr. Hoover. I have. 

Mr. Keatina. Is there any derogatory material in that file? 
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Mr. Hoover. There was not, when I left. 

Mr. Keating. There was not? 

Mr. Hoover. There was not. And I am under oath, I fully under- 
stand that. At the time I left there wasn’t anything derogatory in it. 

Mr. Kerattne. And the only indication you had received from any- 
one about the desire to terminate your services was what you got from 
these WOC’s, Mr. Tracy, and the others? 

Mr. Hoover. Yes. 

Mr. Keating. What did Mr. Worthy say when you said, “I will 
make it easy for you”? 

Mr. Hoover. He said, “That is fine. How do we go about it?” 

And I dictated my own waiver letter. Very pleasant. 

Mr. Keating. And you gave up all of your civil-service rights? 

Mr. Hoover. I did. 

Mr. Keatinc. And made no effort to retain those rights in any 
way ? 

Mr. Hoover. Perhaps I didn’t make myself—impress upon you 
what I said before. I have always cherished an idea to accept the 
challenge of private industry, and there was an opportunity to do it. 

In other words, I felt that I was not giving up a whole lot. 

Mr. Keatine. And how long had you cherished that desire to accept 
such a challenge? 

Mr. Hoover. I would say since the time of the depression, when I 
got into Government. 

Mr. Keatine. Ever since you had been in Government in 1938 you 
had entertained such a desire in your mind? 

Mr. Hoover. That is correct. 

Mr. Keartitne. And you felt the time had now come when you could 
consummate that desire ? 

Mr. Hoover. Before I became a thorough bureaucrat; yes, sir. 

Mr. Keratine. Well, you had been in there for 18 years, in the 
Government. 

Mr. Hoover. That is correct. 

Mr. Keatrne. And you had not become a thorough bureaucrat? 

Mr. Hoover. I don’t think so; no, sir. 

The Carman. I certainly congratulate you. 

Mr. Keatine. Did you ever talk with anyone in the Government 
other than the WOC’s and Mr. Worthy about the termination of your 
employment ? 

Mr. Hoover. As I recall, I talked to the security officer. 

Mr. Keating. The security officer. What was his name? 

Mr. Hoover. His name was Colonel Smith. I didn’t talk about ter- 
mination, but this was one of the clues that I got which made it most 
desirable for me to exercise what I had always wanted to do. 

Mr. Kratrne. Colonel Smith had a talk with you. 

Mr. Hoover. He did not have a talk with me, I had a talk with him. 

Mr. Keating. I see. And he was silent during all that time? 

Mr. Hoover. No; he was very noisy. 

Mr. Krattne. Where did that take place? 

Mr. Hoover. Well, I will give you the names, dates, and places on 
that, if I can think of it right quick. When Mr. Chapple left to 


become—— 


Mr. Keatrne. He was a WOC? 
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Mr. Hoover. Yes—to become an adviser, he wanted certain people 
to be advisers, and wanted their papers processed. So he had them 
prepared, and instead of putting them in channels through Mr. 
Worthy and the security officer, Colonel Smith, he went direct to the 
Secretary, with whom he had that sort of a contact, and got the papers 
signed. 

And then it was my chore to pick up the papers. 

Mr. Keating. Were you on this list of people that he wanted to 
keep, Mr. Chapple? 

Mr. Hoover. I was on his list. I was also on the list of the people 
to be fired, because they were Democrats, I was on both lists, unfor- 
tunately. 

Mr. Keating. You were on a list to be kept and on another list to 
be fired ? 

Mr. Hoover. That is correct. 

Mr. Keating. And so there came a time when Mr. Smith wanted 
to talk to you? 

Mr. Hoover. No. When I wanted to talk to Colonel Smith it was 
under the climate I have told you, that I had the chore of picking up 
the pieces which were out of channel. And Mr. Worthy was very 
nice about it, and signed his portion of it. And I said, “i will take 
it down to Colonel Smith and have him sign it.” 

And the fact that his position had been more or less an end run 
incensed him. 

Mr. Kearrna. Incensed Colonel Smith ? 

Mr. Hoover. Indeed. He is the type of temperament that has a very 
low-boiling point. 

Mr. Keating. He was a career employee? 

Mr. Hoover. Was a career employee, and a retired Army officer, I 
think. And he was so incensed at that time that I told him that I 
thought it was time that he calmed down a little bit. Of course, that 
made him more angry. And he said, “They asked me the other day 
- your security clearance, and I said, “Top secret,’ but it is a 

ony.” 

What he meant by that, I don’t know. But that was enough indica- 
tion to me that he had been given instructions to come up with any- 
thing he possibly could that would help make a case against myself. 

Mr. Keating. Well, you say you examined your own security file? 

Mr. Hoover. I did not say I examined my own security file, Mr. 
Congressman, I probably misunderstood you. I thought you specifi- 
cally said my personnel file. There is a distinction. 

Mr. Keatina. Your security file is something different ? 

Mr. Hoover. No one can examine their own security file. 

Mr. Keating. That was my error in not understanding the differ- 
ence. You don’t know what is contained in your security file? 

Mr. Hoover. I haven’t the slightest idea; no, sir. 

Mr. Keatrnc. But Colonel Smith gave you to understand that it 
was a phony. What did he mean by it? 

Mr. Hoover. I haven’t the slightest idea. 

My top-security clearance, which I have always held in Government. 

Mr. Keartrine. I see. He indicated to you that your top-security 
clearance was a phony; is that right? 

Mr. Hoover. That is what he said, that is what he relayed to Mr. 
Worthy. 
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Mr. Keatine. So that you had the impression that if that were 
relayed by the security officer to Mr. Worthy, that Mr. Worthy might 
be asking for your resignation; is that right? 

Mr. Hoover. No, I did not. 

The CHarrman. Your name was continued on the so-called three 
lists; was it not ? 

Mr. Hoover. At least two of them, sir. 

Mr. Kearine. I don’t think I follow you on the significance of your 
meeting with Colonel Smith. After that meeting, wouldn’t it be fair 
to say that you realized that your presence there was not desired ? 

Mr. Hoover. No, not necessarily. I don’t think Colonel Smith 
could speak for the Department of Commerce. 

Mr. Kearttne. Well, he could speak for what was in your security 
file; couldn’t he? 

Mr. Hoover. If there was anything in there. 

Mr. Keatine. Well, he said that your top-secret clearance was a 
phony ; did he not? 

Mr. Hoover. Yes. And I think that was what he meant 

Mr. Keatine. Did you ask him why it was a phony? 

Mr. Hoover. No, he was too excited, I saw no point in it. 

Mr. Keatrne. And didn’t it worry you that the security officer was 
saying to you that your top-secret aeivines was a phony, didn’t that 
concern you ? 

Mr. Hoover. Not in the least, because I had seen him go on these 
rampages many times before. 

Mr. Keattne. And did you not expect that he would report that 
fact to his superior, Mr. Worthy ? 

Mr. Hoover. At that position I kind of hoped he would. 

Mr. Keatine. That is, you were ready to get out, anyway ? 

Mr. Hoover. Not necessarily at that time, no. It was a week 
later 

Mr. Keatine. How long was this before the day that you walked 
into Mr. Worthy’s office and said, “I will make it easy for you” ? 

Mr. Hoover. Roughly 3 weeks. 

Mr. Keatine. Did you have more than one conversation with 
Colonel Smith ? 

Mr. Hoover. No. 

Mr. Kearrne. Or anyone else connected with the security office ? 

Mr. Hoover. No, indeed. 

Mr. Keating. Just that one occasion ? 

Mr. Hoover. That is right. 

Mr. Keatina. Well, after learning that Colonel Smith claimed that 
your top-secret clearance was a phony, did you talk with anyone else 
in the Department anywhere about the allegation that Smith had 
claimed you shouldn’t have a top-secret clearance ? 

Mr. Hoover. No. I didn’t think it was necessary, because, as I 
say, I had seen Colonel Smith in operation before, and when he is 
incensed he is given to saying quite a few things. 

Mr. Keatine. Did you talk in any way with Mr. Hayward? 

Mr. Hoover. No, sir. 

Mr. Kratine. Was there any conversation with anyone about the 
yossibility of your terminating your employment after this Colonel 
mith episode, and except with Mr. Tracy and the WOC’s, until you 

went into Mr. Worthy’s office ? 
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Mr. Hoover. Not to my recollection ; no, sir. 

Mr. Kerattne. No other career employee in the Government dis- 
cussed it with you ? 

Mr. Hoover. Not to my recollection, no. 

Mr. Keatinc. When the secretary for Mr. Worthy called you, did 
she say anything more than that Mr. Worthy wanted to see you? 

Mr. Hoover. No. 

Mr. Kratine. Weren’t there a hundred things regarding which 
Mr. Worthy might have wanted to see you? 

Mr. Hoover. I don’t think so, no, I never had any relationships 
with Mr. Worthy, but one. 

Mr. Krattne. He being the Assistant Secretary for Administration, 
and you being an employee in the Department, there might have been 
a great many things he would want to discuss with you; wouldn’t 
there ? 

Mr. Hoover. Not at that juncture; no. The only time I met Mr. 
Worthy was in his office when I met Mr. Jones of the Republican 
National Committee. And at that time he called the Republican 
National Committee about a matter which hasn’t come out here. 

Mr. Keatina. And you met Mr. Jones at that time ? 

Mr. Hoover. That is the only time I met Mr. Worthy and Mr. 
Jones—met Mr. Worthy, and the time that I met Mr. Jones. 

Mr. Keatrne. And you have no more explanation than you have 
given as to why you would walk in and start your conversation by 
saying, “I will make it easy for you, and I will give up all my rights?” 

Mr. Hoover. Mr. Congressman, I feel like I susald say that there 
was a tremendous amount of effort made to relieve the anxiety and 
personal affront feeling that Mr. Worthy had because of me being 


involved in this power politics movement in the Department. And 
the — that were involved in that had talked to him, to Mr. Sheaf- 


fer, and to the Secretary. And as I said before, they were adamant. 

May I express myself a little bit ? 

The CuHarrman. May you what? 

Mr. Hoover. Express myself to this point. 

The Cuarrman. Yes; go ahead, sir. 

Mr. Hoover. There was maladministration in the Personnel Depart- 
ment of NPA for at least 6 months before I even entered the picture. 
One of the newspaper reporters that writes a Government column, 
Mr. Cramer, did a good job of reporting, and was on the Secretary of 
Commerce, the personnel oflice of the Department, the personnel 
office of NPA, had brought it to a head with an open letter to the 
Secretary of Commerce asking him in effect, what was he going to do 
about it. And I think I was the answer to what he was going to do 
about it. 

That is the way my mind analyzed this thing. So I hope you can 
readily see that, cherishing an idea to prove yourself in this world, 
you had better try a little industry, too. 

The Cuarrman. They were making you a scapegoat, in other words? 

Mr. Hoover. In my opinion; yes. 

Mr. Keatinc. What was your position? I didn’t get that. What 
was your official position ? 

Mr. Hoover. 1 was administrative officer for two bureaus and a 
small holding office. And I was more or less taken off of that and 
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detailed as an individual with 2 or 3 clerks helping me to Mr. Tracy 
and this committee. 

Mr. Keatrne. You didn’t feel that the maladministration in NPA 
which had existed for some 6 months or so was in any way chargeable 
to your door? 

Mr. Hoover. Absolutely not. 

The CuarrMan. Were you accused by anybody ? 

Mr. Hoover. No, indeed. I would be in no position, If had no 
authority, no responsibility personnelwise, until 6 days before June 30, 
at which time I was handed them in writing. 

The CHarrMAN. You tendered your resignation, did you, as I 
get it, because you felt the political atmosphere and the other situa- 
tions which you describe would make it very uncomfortable for you 
to remain ? 

Mr. Hoover. That is correct. 

Mr. Keratrnc. And there was no other reason—this fact that they 
claimed that your top secret clearance was a phony never entered into 
your mind in any way in submitting your resignation ? 

Mr. Hoover. Not in the least, because 

Mr. Keating. When did you get this top secret clearance? 

Mr. Hoover. I have had it 3 or 4 times in Government—the War 
Production Board and its successor agencies in the Department. 

Mr. Keating. You didn’t get it after January 20, 1953, did you? 

Mr. Hoover. There would be no need for it. 

The CuatrmMan. Did anyone ever complain, as far as you know, 
about you as a security risk? 

Mr. Hoover. Not to my knowledge; no, sir. 

The CuHarrman. And if there was such a complaint, you would 
know about it; wouldn’t you? 

Mr. Hoover. I certainly would. I don’t think any security officer 
or Assistant Secretary for Administration is going to have a security 
risk without confronting a person with it. 

Mr. Rogers. Do you belong to any subversive groups that are listed 
by the Attorney General? 

Mr. Hoover. I certainly do not. I am proud of my heritage, and 
1 am proud of my security status. 

Mr. Rocers. Are you an ex-serviceman ? 

Mr. Hoover. I am, sir. 

Mr. Rocers. A disabled veteran? What organizations do you be- 
long to? 

Mr. Hoover. I am a 32d degree Mason, I belong to the American 
Legion, I belong to the Methodist Church. 

The CuHarrman. You were in the military. service? 

Mr. Hoover. Sir? 

The CuatrmMan. You were in the military service? 

Mr. Hoover. Yes, sir. 

Mr. Keating. I would not want any of my questions to imply, Mr. 
Hoover, anything to do with membership in subversive organizations, 
or anything of that nature. 

The Cuatrman. The implications were plain. 

Mr. Keatina. You are aware of the fact, aren’t you, Mr. Hoover, 
as the chairman is, that security clearance and a security risk goes 

67271—56—pt. 3——15 
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far beyond any membership in any subversive organization ; you know 
that, don’t you? ‘ 

Mr. Rogers. By the very nature of the question it carries the con- 
clusion that the chairman has said, that the gentleman is raising a 
question about this man’s security risk. 

Mr. Keratrne. The word “security risk” is well-defined, and it 
covers many things besides membership in subversive organizations. 

Mr. Rocers. Sure. But the point is that you, by the questions 
you have raised, indicate the insecurity of this man to remain in Gov- 
ernment employment, by the very nature—— 

Mr. Knratrna. He is quoting the words of Colonel Smith, the se- 
curity officer of this agency. 

Mr. Rogers. No, I am making reference to your questions. Now, 
if you at this point want to say that you do not question the man as a 
security risk, then let’s forget it. 

Mr. Keating. I am in no position to say that, in the light of the 
statement of the security officer of the Department of Commerce. 
What I am saying is that there are many bases for denying security 
clearance which have nothing to do with membership in subversive 
organizations. 

The Cuarrman. Continue your questions, Mr. Keating. 

Mr. Keatine. That is all. 

Mr. Rogers. May I ask a question or two? 

How long have you known Colonel Smith ? 

Mr. Hoover. Since he came to the Department. 

Mr. Rogers. When did he come to the Department ? 

Mr. Hoover. I would have to guess at it—1948. 

Mr. Rogers. 1948. And as security officer, was this incident that 
you testified to the first time that he ever said anything about your 
having a phony ? 

Mr. Hoover. Yes. I perhaps brought part of this on myself. I 
said he said it in a fit of temper. 

Mr. Smith had previously cleared me as his security officer in the 
sections in which I served. I actually was appointed his security 
officer. 

Mr. Rogers. And up until that time, as far as Colonel Smith is con- 
cerned, you had acted as his security officer ? 

Mr. Hoover. That is correct. 

Mr. Rogers. And while acting as his security officer, in that capac- 
ity, your position as security risk was never mentioned until the day 
that you testified; is that correct ? 

Mr. Hoover. That is correct. 

Mr. Rogers. You stated a while ago that after you went to the 
Department you were handed a bunch of things to take out of channel. 
What do you mean by that? 

Mr. Hoover. Well, I don’t mean to emphasize the importance of 
that, other than to answer the Congressman’s question. If you have 
got even-tempered people, that is not objectionable. 

Mr. Rogers. What? 

Mr. Hoover. It is not objectionable for an operating person to get 
the Secretary’s signature before some subordinate’s signature is 
attached to it. 
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Mr. Rogers. In other words, there were certain persons whose sig- 
natures were to be obtained, and the signature of the Secretary, his 
boss, was obtained before the signature of the man down the line? 

Mr. Hoover. That is correct. 

Mr. Rogers. In other words, in a case of this kind, if an appoint- 
ment is to be made, it starts from the bottom and goes up to the top; 
is that the usual way it is handled ? 

Mr. Hoover. That is correct. 

Mr. Rocers. And in this instance it was signed at the top and then 
went on down to the bottom, and that was what you had to follow 
through on; is that right? 

Mr. Hoover. That 1s correct. 

Mr. McGraiv. Mr. Hoover, let’s get back to the meeting at the Carl- 
ton Hotel, at which time the WOC committee issued what appeared 
to be an ultimatum, is that correct, to Mr. Sheaffer, saying that 
unless they could run the show, the reduction in force, the reorgan- 
ization, they were going to pick up their marbles and go home. Is 
that correct ? 

Mr. Hoover. That is correct. 

Mr. McGraiz. And after this meeting, did you receive any instruc- 
tions? 

Mr. Hoover. Yes; I did. 

Mr. McGrait. From whom, and what were the instructions ? 

Mr. Hoover. Mr. Tracy told me that they were sure that their de- 
mand would be honored, and that it would take overnight to do it, and 
he hated to ask me to come in on Saturday, but to come in and await 
x telephone call, which I did. 

I reported to his office in the GAO while he was in the Department 
of Commerce. 

Mr. MoGrait. What was the approximate date of this? 

Mr. Hoover. This was approximately the 23d of June. 

Mr. McGrait. And what were you directed to do regarding per- 
sonnel dismissals ? 

Mr. Hoover. I was directed to start processing a reduction in force 
predicated on the lists as they were prepared. 

Mr. McGrait. What lists were those, the WOC committee lists? 

Mr. Hoover. Yes. 

Mr. McGraw. And did you do that? 

Mr. Hoover. I attempted to do it, but there was a demoralized per- 
sonnel department that I had inherited—all of the people that were 
working there were competent folks, it was just a physical impossi- 
bility to do it, and we found on June 30 that there was just an impasse, 
nothing was done. 

The Cuarrman. You mentioned before about some civil-service 
relief. Was that anticipated civil-service relief ? 

Mr. Hoover. Yes, anticipated civil-service relief. 

The Cuairman. Was it forthcoming? 

Mr. Hoover. No, sir; it did not come. 

Mr. McGrat. So the civil service did not give any exceptions to 
NPA, exceptions to the civil-service regulations regarding the dis- 
missal, reduction in force? 

Mr. Hoover. Not up to that time, no. 

Mr. McGram. Then June 30 was the last day, was it not, of duty 
for the entire complement of personnel at NPA / 
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Mr. Hoover. That is correct. 

Mr. McGram. And what action was then taken ? 

Mr. Hoover. Well, on June 30, as I have described, the impasse 
existed there, and I prevailed upon Mr. Tracy, and he talked to 
people in the Department of Commerce, and I am sure they had the 
same idea, to call in civil service and see what kind of a solution we 
could work out. And we had a meeting on June 30 with representa- 
tives of the Department of Commerce proper, and representatives of 
the Civil Service Commission attending. And the situation of the 
reduction in force was outlined. At that time Messrs. Crabtree, 
Stephens, Pasek, Wallace, Harvey, Winslow, Luikert, Dorsey, Min- 
ning, Gaertner, Hoover, and myself were present. 

The CHarrman. Were these all WOC’s? 

Mr. Hoover. No, sir. Mr. Harvey, Mr. Winslow, and Mr. Luikert 
were from the Civil Service Commission. 

Mr. McGrar. And the rest of them? 

Mr. Hoover. They were all WOC’s, except Mr. Dorsey and Min- 
ning, who were in this personnel group that I inherited. 

The CuatrMaNn. What are you reading from? 

Mr. Hoover. A copy of minutes I made after the meeting. 

The Cuatrman. Minutes you made? 

Mr. Hoover. Yes, sir. 

The Carman. Will you read it completely ? 

Mr. Hoover. Yes. ‘Heading 3 

At a meeting held today, attended by Messrs. Crabtree, Stephens, Pasek, Wal- 
lace, Harvey, Winslow, Luikert, Dorsey, Minning, Gaertner, Hoover, and O’Keefe, 
the following was the consensus of opinion: 

1. That the RIF notices for the 435 people that are considered essential by 
the Department of Commerce—— 


The CuarrMan. What is RIF? 
Mr. Hoover. Reduction in force— 


{ a et to the continued operation will be extended up, but not exceed- 
ng, days. 

3. The eletheunteian representatives will furnish a task force to work with a 
task force from the NPA agency to review the approximately 715 remaining cases 
to determine whether or not any individual concerned may have higher priority 
in retention and qualifications for the remaining positions than persons retained, 
and should be restored if these facts are substantiated. 

Mr. McGraw. At this meeting the civil-service representatives ad- 
vised that they could not go along with the lists as drawn up of the 
WOC’s because of the civil-service regulations; is that correct? 

Mr. Hoover. That is right. And also it was physically impossible 
to do anything about it that evening. 

Mr. McGrat. So the decision was to advise those employees on the 
WOC list to return to work the next day, is that correct ? 

Mr. Hoover. That is correct. 

Mr. McGrart. And in respect to all other employees, that is, the 
employees not on the WOC list, their dismissal notices were to be car- 
ried into effect the next morning, is that correct ? 

Mr. Hoover. Yes. And at the same time a letter was to be mailed 
to them which was approved by the Civil Service Commission and the 
Department of Commerce. 

Mr. McGrat. I hand you a copy of a letter, Mr. Hoover, dated 
June 30, 1953, which is addressed to Raymond S. Hoover, and it is 
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from Raymond 8S. Hoover. Now, is that a sample of the letter which 
was sent out to these employees, including yourself ? 

Mr. Hoover. That is correct. 

Mr. McGratt. Would you read that, please ? 

Mr. Hoover (reading) : 

It has not been possible to complete the determination of the retention prefer- 
ence of all employees by June 30. For that reason, your current reduction 
in force notice is hereby extended not to exceed July 31, 1953. 

Your continuation on the rolls during this extension is contingent upon a 
review of the personnel records to determine whether or not any other employees 


have higher retention priority. 

There is also a letter that went to those people who were not told 
to report, outlining in general, in better phraseology, that this was a 
calculated-risk move that had to be done, and mistakes would be rec- 
tified. I don’t havea copy of that. 

Mr. McGraw. May I introduce that last document ? 

The CuarrMan. It will be accepted. 

(The letter referred to is as follows:) 

JUNE 30, 1953. 

At a meeting held today, attended by Messrs. Crabtree, Stephens, Pasek, Wal- 
lace, Harvey, Winslow, Luikort, Dorsey, Minning, Gaertner, Hoover, and O'Keefe, 
the following was the consensus of opinion: 

1. That the r. i. f. notices for the 485 people that are considered essential 
by Department of Commerce (NPA) officials to the continued operation will 


be extended up to, but not exceeding, 30 days. 

2. The civil-service representatives will furnish a task force to work with 
a task force from the NPA agency to review the approximately 715 remain- 
ing cases to determine whether or not any individuals concerned may have 
higher priority in retention and qualifications for the remaining positions 
than persons retained, and should be restored if these facts are substantiated. 


JUNE 30, 1953. 
From: Raymond §S. Hoover. 

Dear Stir: It has not been possible to complete the determination of the reten- 
tion preference of all employees by June 30. For that reason, your current 
reduction-in-force notice is hereby extended not to exceed July 31, 1953. 

Your continuation on the rolls during this extension is contingent upon a review 
of the personnel records to determine whether or not any other employees have 


higher retention priority. 


Very truly yours, 
RAYMOND S. Hoover, Executive Officer. 


The Cuarrman. Proceed. 

Mr. McGram. Mr. Hoover, after the 435 you referred to returned 
to work the next day and the others left their jobs, did the Civil Service 
send their representatives over to the Department of Commerce to 
review the Sidinction in force which had been carried out ? 

Mr. Hoover. They did. 

_ Mr. McGram. Mr. Chairman, I have a press release by the United 
States Civil Service Commission stating the result of a review of the 
reduction in force. May I read it? 

The Cuarrman. Read it. 

Mr. McGrat (reading) : 


The Civil Service Commission has completed its review—— 


Mr. Rogers. What is the date of it? 
Mr. McGraw. This was dated July 17, 1953. 
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The Civil Service Commission has completed its review of positions in the 
National Production Authority and directed the Commerce Department to dis- 
place an additional 104 of 129 employees in the grade levels of GS-6 ($3,795) 
and below. The positions will be filled by employees with higher retention 
rights who were improperly released during NPA’s recent reduction in force. 

In a previous order the Commission directed the Commerce Department to 
displace 102 of 263 employees holding jobs in the GS-7, ($4.205) and above 
grade levels. This last action brings the number of employees being displaced 
by persons with higher retention rights to 206 of 392 or 52 percent. 

In announcing the results of the review, Chairman Philip Young, of the Civil 
Service Commission, pointed out that the Commission's efforts in this case are 
indicative of the future policy and attitude in the protection of career employees 
under the new reduction-in-force regulations. 

The review of the NPA positions was made by a joint Commission—NPA task 
force headed by N. H. Oganovic, assistant to Chairman Young. The review 
was completed in slightly more than 2 weeks’ time. 


May I introduce this, Mr. Chairman é 
The Cuarrman. It will be received in the record. 
(The press release referred to is as follows:) 


Press RELEASE 


UNITED STATES CIVIL SERVICE COMMISSION, 
Washington, D.C. 

The Civil Service Commission has completed its review of positions in the 
National Production Authority and directed the Commerce Department to dis- 
place an additional 104 of 129 employees in the grade levels of GS-6 ($3,795) 
and below. The positions will be filled by employees with higher retention 
rights who were improperly released during NPA’s recent reduction in force. 

In a previous order the Commission directed the Commerce Department to 
displace 102 of 263 employees holding jobs in the GS-7 ($4,205) and above 
grade levels. This last action brings the number of employees being displaced 
by persons with higher retention rights to 206 of 392, or 52 percent. 

In announcing the results of the review, Chairman Philin Young, of the 
Civil Service Commission, pointed out that the Commission’s efforts in this case 
are indicative of its future policy and attitude in the protection of career em- 
ployees under the new reduction-in-force regulations. 

The review of the NPA positions was made by a joint Commission-NPA task 
force, headed by N. J. Oganovie, assistant to Chairman Young. The review 
was completed in slightly more than 2 weeks’ time. 


UNITED STAtTEs Civit SERVICE COMMISSION. 


Mr. McGraiv. It appears, Mr. Hoover, that 52 percent of the 
personnel retained in.NPA were improperly retained according to the 
civil-service regulations. Is that correct? 

Mr. Hoover. That is what I have just listened to. I was out of any 
official capacity at that time. 

Mr. McGraw. The Civil Service Commission states in its press re- 
lease that it reviewed all personnel files in about 2 weeks’ time and came 
up with a selection of employees to be retained in conformity with the 
regulations. Now, could the NPA, or could you, as administrative 
officer, have conducted a reduction in force in confor mity with the regu- 
lations duri ing the 2 months that had been available previously ? 

Mr. Hoover. Yes, I am sure it could have been done. 

Mr. McGratt. Do you know whether the WOC’s who were work- 
ing on this reduction in force, do you know whether any of them had 
any previous experience in Government personnel matters ? 

Mr. Hoover. Only during their tenures down here—-I am sure they 
had ample personnel experience in industrial fields. 

Mr. McGrat. In private industry ? 
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Mr. Hoover. Yes. 

Mr. McGrat. If the WOC’s had not interfered in this reduction in 
force, had not taken over the reduction in force, do you believe that the 
improper dismissal and the chaos which resulted w ould have occurred ¢ 

Mr. Hoover. No, it would not have occurred in this committee— 
and Mr. Tracy waited for relief that did not come—I understand it 
eventually came, but 

Mr. McGrat. There was no relief from the Civil Service Com- 
mission ¢ 

Mr. Hoover. No, no relief from the Civil Service Commission. 

Mr. McGratt. You were acquainted with J. C. Clay while he was 
an employee, from May 1952 to July 1953? 

Mr. Hoover. Yes. 

Mr. McGrai. Were you acquainted with the positions he held down 
there as a WOC? 

Mr. Hoover. Yes. 

Mr. McGratu. Going back to this period of reorganization, do you 
have any idea of the percentage of time that he spent on reorganiza- 
tion matters at NPA as distinguished from his duties as chief of one 
of the operating bureaus? 

Mr. Hoover. Well, I would like to include him with the entire 
group. That was the major chore to be done, so I will just guess at 
75 or 80 percent. 

Mr. McGrait. And you were personally acquainted with Mr. Lyall 
Tracy ¢ 

Mr. Hoover. That is correct. 

Mr. McGraw. Would you say he devoted in part or exclusively to 
the reorganization—to what extent did he devote his energies ? 

Mr. Hoover. It was a good 85 or 90 percent of his time. 

Mr. McGraw. Mr. Hoover, have you been advised by me that Mr. 
John C. Clay testified before this committee, and during his testimony 
there were entertainment vouchers that Mr. Clay had submitted to his 
company introduced into the record ? 

Mr. Hoover. I was. 

Mr. McGram. And were you advised that those entertainment 
vouchers indicate that he entertained you on at least four occasions ? 

Mr. Hoover. I have been advised of such. 

Mr. McGrar. What is your recollection as to the extent you were 
entertained by Mr. Clay ? 

Mr. Hoover. Well, I have enjoyed Mr. C lay’s company several times, 
but the only specific one I can remember is when he first came to 
Washington, he asked through his then deputy that I arrange a 
luncheon so that he could get better acquainted with Mr. McCoy, 
which I did. And I attended the luncheon also. 

Mr. McGratt. And is that the only time, according to your recollec- 
tion, that Mr. Clay paid for your luncheon or dinner ? ? 

Mr. Hoover. I think so. I think that is the only time. I have 
been with him with other people, but as far as him 

Mr. Keatine. He testified that some of these were cocktail parties. 
Would you want to extend your answer to— 

Mr. Hoover. Yes, I would be glad to, Mr. Congressman. I don’t 
think I ever attended a cocktail party with Mr. Clay. 
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Mr. McGrait. Did you know a Mr. J.—apparently for Jake— 
Shaeffer, a career employee of the Department of Agriculture ? 

Mr. Hoover. I did. 

Mr. McGram. Did Mr. Clay ever discuss Mr. Shaeffer with you? 

Mr. Hoover. Yes, he asked me to—— 

Mr. McGrai. When was it, about ? 

Mr. Hoover. I can’t pin the date down, but it was during June of 
1953 when they were contemplating establishing a food-processing 
division, and Mr. Clay apparently knew Mr. Shaeffer from a work 
Sane and he handed me his papers and asked me to process 
them. 

Mr. McGratt. Let me get this straight. Mr. Clay approached you. 
What did he say ; what was it? 

Mr. Hoover. It was more or less of an instruction to process the 
papers. 

Mr. McGrai. He instructed you to process papers having to do 
with the transfer of Shaeffer from Agriculture ? 

Mr. Hoover. That is right. 

Mr. McGrai. To where? 

Mr. Hoover. To—it would be NPA at that time, and later it turned 
out to be Business and Defense Service Administration. 

Mr. McGraw. And did you process those papers ? 

Mr. Hoover. I started them, they were processed by the personnel 
offices. 

Mr. McGram. And it was as a result of Mr. Clay’s instruction to 
you that Mr. Shaeffer was transferred to NPA? 

Mr. Hoover. I don’t think that he was transferred, that happened 
after I left, apparently. 

The CuarrMan. Any questions? 

Thank you very much, Mr. Hoover. You have been very cooper- 
ative. 

Mr. Keratine. It may be, Mr. Chairman, that I will wish to ask some 
questions of Mr. Hoover later. 

You are in Washington, Mr. Hoover? 

Mr. Hoover. Yes. I would be glad to come up, Mr. Congressman. 

Mr. Rocers. Before you adjourn I have a very good editorial from 
the Denver Post of Denver, Colo., October 25 entitled “Time to De- 
mobilize WOC’s.” I would like to insert it in the record. 

Mr. Keatine. Are we going to have editorials in this record Mr. 
Chairman? That is obviously some kind of a one-sided editorial. I 
haven’t read it and I might agree with everything that is in it but I 
have read quite a lot of editorial comment about the fact that this 
committee and others ought not to drive away these businessmen that 
give their time to the Government. And I didn’t suppose that those 
editorials were proper to put in the record. 

Mr. Rogers. I suggest that the gentleman from New York be given 
an opportunity to read the editorial, and if it is objectionable in any 
manner, I won’t press the matter. 

Mr. Keatrna. I don’t think it sets a good precedent to put editorials 
in this record which may draw conclusions that the committee might 
not draw. It is not factual, it is argumentative. And the gentleman 
from Colorado is a good enough lawyer to know what I am talking 
about. I hope without my reading it he will withdraw it. 
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The CHarrMan. He did. 

Mr. Rocers. I will withdraw it. 

The CuarrMaNn. Do you want to say something, Mr. Hoover? 

Mr. Hoover. Yes, Mr. Chairman. 

May I say before the record is closed that the staff has brought out 
answers to questions that they sought the answers to. And I have 
involved people that I worked with that were WOC’s, but I certainly 
wouldn’t want to be on record as making a mass indictment of WOC’s. 
I had very pleasant relationships with a lot of them, and I consider 
them among my personal and esteemed friends. 

That is all. 

The CuHarrmMan. Thank you, Mr. Hoover. 

The hearing will now adjourn; we will resume our deliberations at 
2:30 this afternoon, Mr. Flemming will continue his testimony. 

(Whereupon, at 12 noon a recess was taken until 2:30 p. m. of the 
same day.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:30 p. m.) 

The Cuarrman. The meeting will come to order. 

The Chair wants to place in the record a communication from Mr. 
Henry H. Fowler, of the law firm of Fowler, Leva, Hawes & Syming- 
ton, concerning a misstatement that appeared in the printed hearings 
of the testimony of Mr. White, a director of the Business Advisory 
Council. 

The Chair will be very glad to place this letter in the record to cor- 
rect a mistake indicated. Incidentally, the mistake was a result of 
information submitted to the committee by the Department of Com- 
merce, registering Mr. Fowler as a so-called WOC, where, in truth and 
fact, Mr. Fowler was a full-time, salaried employee. 

(The letter referred to is as follows:) 


Fow.er, LEvA, HAWEs & SYMINGTON, 
Washington, D. C., November 2, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Antitrust Subcommittee 
of the House Judiciary Committee, 
House of Representatives, Washington, D. C. 


DEAR CHAIRMAN CELLER: The purpose of this letter is to correct a inisstate- 
ment of fact concerning me which appeared in the printed volume of the hearings 
before your committee dealing with WOC’s and Government Advisory Groups 
which has been released from the Government Printing Office within the last 
few days (the volume I refer to covers hearings held on July 25, 26, 27, 29, 
August 4 and 5 and is marked pt. I). 

On page 101 of that volume included in a tabulation entitled “Industry Officials 
{mployed Without Compensation in NPA-BDSA” my name (Henry H. Fowler) 
is listed. Under the column headed “Position in NPA-BDSA” the word “Ad- 
ministrator” appears. Under the heading “Period of Service” there are the 
words “June 1 to September 15, 1952.” Under the column “Company Affiliation 
and Position at Time of Duty” there appears the following: “Partner, Fowler, 
Leva, Hawes & Symington, Washington, D. C.” 

It appears from the context that this listing was included in a tabulation of 
some hundreds of industry officials employed without compensation in NPA and 
BDSA and was furnished by the Department of Commerce. 

This listing is in error because I did not serve on a without compensation 
basis and did not receive compensation from non-Government sources for my 
services during this period. 

Upon entering Government service in early September 1951, I withdrew from 
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the private practice of law with my firm and went on the Government payroll, 
serving from that date until January 20, 1953, as a salaried employee. I did 
not share in any of the profits of my firm which it earned during this period. 

I took this step at a considerable financial sacrifice for the period of Govern- 
ment service involved because I felt it was the proper course for a practicing 
lawyer who accepted a defense agency position of this particular character. 
Furthermore, you will note from the record in your hearings (see p. 155) that 
there was outstanding during the period in question an administrative regula- 
tion requiring that any person to be appointed on a WOC basis ‘is not engaged 
in the practice of law.” Having been personally responsible for the issuance of 
this instruction while Administrator of the NPA, I would not want the public 
record to indicate that I had violated my own regulation which you will recall I 
instituted pursuant to a recommendation of a predecessor committee of which you 
were the chairman. 

Therefore, I would appreciate it if you would help me correct the record in 
which I am sure is an inadvertent error on the part of the Department of 
Commerce officials who furnished this information. 

I am sure that the explanation of the listing is the fact that from June 1, 1952, 
until September 15, 1952, I held two positions—Administrator of the NPA and 
Administrator of the DPA, resigning as NPA Administrator on September 15 
when I became Director of Defense Mobilization. However, I was compensated 
for only one position, namely, Defense Production Administrator, by the Defense 
Production Administration, an independent Government agency outside and 
separate from the Department of Commerce. Since the Department of Commerce 
records undoubtedly show that I was not paid for my service as Administrator 
of NPA during these 34% months, I suppose the tabulator of the information 
submitted to your committee assumed that I was on a WOC basis and com- 
pensated by my old law firm without checking to ascertain that I was compensated 
on a salaried basis by the Defense Production Administration. 

I am writing a similar letter to the Department of Commerce asking them 
to correct their record on this point. I should appreciate it if you would delete 
my name from the listing if the tabulation is used further in any report or other 
public document issued by the committee and print this letter as an appendix 
in any future printed volume of the proceedings of your committee on this topic. 

I would like to add that in no sense does this letter imply that if I were a 
corporate executive rather than a practicing attorney I would not be proud to 
be listed with the group of fine men whose services were loaned by their coi- 
panies to the. Government during this period under the statutory and adminis- 
trative arrangements for utilizing qualified and expert personnel without 
yovernment compensation. 

Sincerely yours, 
Henry H. Fow er. 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington 25, November 17, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 


DEAR Mr. CHAIRMAN: It has been brought to our attention that the listing of 
Henry Fowler, Esq., in the table of “Industry official employed without compensa- 
tion in NPA-BDSA” wasinerror. This table was submitted to the subcommittee 
of the Committee on the Judiciary of the House of Representatives on July 
21, 1955. 

This listing (see p. 101 of pt. 1 of the printed hearings on “WOC’s and Govern- 
ment advisory groups”) shows Mr. Fowler as employed without compensation 
from June 1 to September 15, 1952, and his company as the law firm of Fowler, 
Leva, Hawes & Symington, of Washington, D. C. 

Actually, Mr. Fowler discontinued the private practice of the law at the time 
he entered Government service in September 1951 and severed connection with 
the listed firm. During the period mentioned, Mr. Fowler held two Government 
positions, Administrator of the Defense Production Administration, for which 
he was paid by the Government, and Administrator of the National Production 
Authority, for which he received no additional compensation. 
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Our records therefore showed him as an NPA employee without compensation 
for the period since NPA was not compensating him. It was erroneous, however, 
to list Mr. Fowler as an “industry official” who was employed without compensa- 
tion. Toclear the record on this point, would you please arrange for the inclusion 
of this letter in the record of the hearings of Subcommittee No. 5 when printed. 

Sincerely yours, 
Puiip A. Ray, 
General Counsel. 


The Cuarrman. We are waiting for Mr. Flemming. 
The committee will now resume. Mr. Flemming has now arrived. 


TESTIMONY OF ARTHUR S. FLEMMING, DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION—Resumed 


The Cuatrman. Mr. Flemming, were you aware that the Depart- 
ment of Justice sent a direction to all the members of the Cabinet and 
the heads of all departments on December 18, 1951, concerning so- 
called voluntary agreements, and were you aware that that direction 
from the Department of Justice in part read as follows: 


Various defense agencies have directed inquiries to the Antitrust Division 
concerning the applicability and operation in specific situations of the provisions 
of the Defense Production Act of 1950, bearing upon voluntary agreements. 
Further, the Subcommittee on Study of Monopoly Power of the Committee on the 
Judiciary of the House of Representatives— 


that is the predecessor to this committee 
in its recent report 


Mr. Keatine. The predecessor to the 82d. 
The Cuarrman. Isn’t that the predecessor ? 
Mr. Kratine. One of the predecessors. 

The CHarrMan (continuing) : 


in its recent report on the monopolization program, House Report No. 1217, 
has analyzed in considerable detail the activities of various agencies in the field 
of voluntary agreements since enactment of the act. 

We think it would be helpful, therefore, to outline procedures for the guidance 
of the agencies concerned with the necessity for voluntary agreements and to 
review the criteria and standards that we consider applicable to such arrange- 
ments. 


Then the report goes on to say—I am skipping some of the pro- 
visions: 

All voluntary agreements on the part of industrial representatives to follow 
a particular course of action or to refrain from such action must be approved 
under section 708 if the participants are to have antitrust immunity. This is 
true even though the acts may be solely for the benefit of the Government. This 
rule is equally applicable to agreements which may be reached in the course of 
Industry Advisory Committee meetings surrounded by the safeguards of our 
October 19, 1950, letter, and moreover, it does not matter that those who agree 
to act or refrain from acting constitute only those who are present at a Com- 
mittee meeting or only a small segment of an industry. 


Mark ye well this following paragraph, Dr. Flemming: 


Further, agreement by individual business enterprises to follow a particular 
requested course of action constitutes a voluntary agreement requiring approval 
if in fact the individual is agreeing to follow the requested course of action in 
consideration of a similar agreement on the part of other business enterprises. 

I am aware, of course, that that direction stems from section 708 of 
the Defense Production Act. But do you not think that the principle 
enunciated in that direction was a sound one? 





1420 WOC’S AND GOVERNMENT ADVISORY GROUPS 


Mr. Fiemmine. Mr. Chairman, there is no question about it in my 
mind, and the principle and the procedures outlined in that panies 
communication have been adhered to religiously by the Office of De- 
fense Mobilization in connection with all proceedings under section 
708 of the Defense Production Act. 

The CHamman. There was no desire to imply anything to the 
contrary. 

Mr. i LEMMING. Right. 

The Cuarmman. I am only trying to tell you that apparently the 
principle of so-called voluntary agreements had occupied attention in 
the Department of Justice and the various agencies, and this criterion 
apparently was laid down, although it is laid down for the Defense 
Production Act. 

I wonder whether you would not say the principle as applicable to 
the Defense Production Act would be applicable to the Trade Agree- 
ments Extension Act. 

Mr. Ftemmine. Well, Mr. Chairman, there is not any question in my 
mind but that the basic principle that you have just read is a very 
sound principle. The—— 

The Cuarrman. Now—— 

Mr. Ftemmina. Go ahead. 

The Cuatrman. Iam sorry. I did not mean to cut you off. 

Mr. Fiemmine. No; I may have been anticipating your next 
question. 

The CuHarrman. Let us follow your procedure a little bit where 
you ask for individual voluntary agreements with reference to quotas 
on the importation of oil. Why did you use the word “individual” ? 

Mr. Fiemmine. Mr. Chairman, could I first of all point out that 
we have not asked for any agreement to be entered into on the part 
of these companies with the Government in consideration of anything 
that the Government may do or in consideration of what other com- 
panies may do, so that all we, in our Cabinet Committee report, goin 
back to that, because that is the basic document—we simply sugges f 
exercising the role of leadership that we were talking about yesterday, 
that the companies on an individual, voluntary basis make the adjust- 
ments recommended in the report. 

The CuatrmMan. Did you not use the word “individual” for fear that 
it might be inferred that you would have concerted action on the part 
of the companies ? 

Mr. Fiemminea. There is no question about it. We put it in 
deliberately. 

The Cuarrman. You put it in deliberately ? 

Mr. Fiemminea. That is right. 

The CuatrMAN. Suppose one company individually takes a volun- 
tary action and cuts its quota of imports into the United States. 
Suppose the other companies do not act. Would that not put that 
one company acting at a grave disadvantage ? 

Mr. Fiemmine. That is a risk, it seems to me, that that company 
would have to take, and it might very well put it at a disadvantage. 

The Cuarrman. If two companies follow your suggestion and they 
voluntarily take action individually, would that not put the two 
companies at a grave disadvantage if all the other companies refused 
to follow suit? 


7 
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Mr. Fitemmina. It might very well have that effect. 

The Cuarmman. Must not, therefore, all the companies act volun- 
tarily, as you put it, in order to avoid unfairness? 

Mr. Keatine. Surely, Mr. Chairman, you are not asking that they 
all get together and agree. 

The Cuarrman. Please. Let me develop my own examination and 
I will let you develop yours subsequently. 

Mr. Firemmine. Mr. Chairman, what we have asked the companies 
to do is to take certain action on an individual, voluntary basis. It 
is our hope that all companies will respond to that particular sug- 
gestion, and if they do, then we will have substantial conformity 
with the recommendation of the Cabinet Committee. 

The Cuatrman. And if all companies do not act, and some do, and 
some do not, those who do act would be at a disadvantage ? 

Mr. Fitemmine. It is conceivable that they would. It would depend 
a lot on how many act, and so on, but it is conceivable that they 
would. 

The Cuarrman. If individual voluntary action is as a result of this 
common purpose or this common plan that you have announced, would 
that not be deemed action in concert as a result of your announced plan 
or your suggestion ? 

Mr. Fitemmtine. Mr. Chairman, I do not see how it could possibly 
be interpreted in that way, because action in concert, as I understand 
it, would be the companies getting together, discussing the whole thing, 
and agreeing that they were going to do certain things. 

The Cuarrman. When companies, as this directive to the depart- 
ments indicates—and I will read it again—when companies act indi- 
vidually for a common purpose, apparently this direction seems to 
say that that is not in the best interests of the Government. I will 
read it again: 

Furthermore, agreement by individual enterprises to follow a particular re- 
quested course— 
like in your case, you requested a course of action 

Mr. Fiemmine. All right. 

The CuarrMan (continuing) : 
constitutes a voluntary agreement requiring approval if in fact the individual 
is agreeing to follow the requested course of action in consideration of a similar 
agreement on the part of other business enterprises. 

Mr. Fiemmine. Mr. Chairman, it seems to me the key to that is 
“in consideration of,” and if company X that received one of our 
letters, decides to follow the suggestion in the letter, that company 
is not acting in consideration of other companies acting, because that 
company does not know whether the other companies are going to 
act or not act in conformity with them. Certainly he cannot be acting 
in consideration of action on their part. 

In other words, that principle is just as sound as it can be when 
applied to the kind of situation that is set forth in section 708 of 
the Defense Production Act, which in turn provides a legislative ex- 
emption from the Antitrust Act if certain things are done. But there 
has been no holding out here of any exemption from the Antitrust 
Act, or anything even approaching that. In fact, there has been a 
very considered effort to make sure that no one would arrive at a 
conclusion of that kind, and I am sure that if that had not been done, 
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the Attorney General would not have approved this letter that went 
out just a few days ago. 

The Cuarrman. Could your action be deemed a requested course of 
action ¢ 

Mr. Ftemmine. What is that? 

The Cuarrman. Was your suggestion that you sent forth to all the 
importers—was that a “requested course of action ?” 

Mr. Ftemmine. Well, it was an expression of hope on the part of 
the Director of the Office of Defense Mobilization that they would 
follow that suggested course of action, yes. 

The Cuarrman. Then all these importers were asked to follow this 
requested course of action; were they not? 

Mr. Fiemmine. We wrote to all of them individually and asked 
them individually, or expressed the hope to them individually that 
they would follow our suggested course of action. That is right. 

The Cuarrman. If they all followed that requested course of action, 
might that not conceivably be action in concert so as to involve a viola- 
tion of the antitrust laws ? 

Mr. Ftemmine. The Attorney General feels that it would not be. 

The Cuatrman. All right. 

Mr. Fiemmine. And as far as I am concerned, I must follow his 
advice on a matter of that kind. 

The Cuarrman. Did you specifically ask his opinion on that score? 

Mr. Fiemmina. We specifically submitted the letter to him and 
asked him to go over the letter and indicate whether or not he approved 
or disapproved of the letter, and he approved of the letter. 

The Cuarrman. Is not the effect to have the companies act all to- 
gether, following the same pattern, the effect of your requested course 
of action ? 

Mr. FLtemmina. If each company to which we addressed the letter 
responds affirmatively, it will mean that they have taken voluntary 
action in harmony with a suggestion from the Government. 

The Cuarrman. These companies followed a certain course of action 
on another occasion and they were all accused of a violation of the anti- 
trust laws, to wit, this cartel suit that has been brought. And you are 
aware of that, are you not ? 

Mr. Ftemminc. I am aware of the suit; yes, sir. 

The CxHartrman. Is not the effect of what you asked them to do, 
and what they are apparently doing, the following: In one breath 
one branch of the Government says, “We want you to follow an 
identical course of action. We say that you should all do it volun- 
tarily individually,” and the inference is that if you do it no harm 
will come to you; then in the other breath these same companies or 
others with them followed a concerted course of action and they found 
themselves in the toils of the antitrust law and a suit was brought 
againstthem. Is that not the effect of all this? 

Mr. Fiemmina. I could not agree with that, Mr. Chairman, no. I 
am not as aware as you are of the facts underlying the action against 
these companies. 

Mr. Keattne. Mr. Chairman 

The Cuarrman. No, Mr. Keating. 

Mr. Keratrna. I do not want to ask any questions. I want to make 
a comment on the chairman’s statement, because I think it is important. 
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When this case comes to the court against these oil companies, I do 
not like to see this committee used as a sounding board to defend these 
oil companies in this criminal antitrust suit. 

The Cuatrman. That is exactly what is happening by the action of 
Dr. Flemming. 

Mr. Kratine. Dr. Flemming disavows any connection between these 
two. But the chairman has indicated, and the chairman has a high 
standing, both as a lawyer and as a legislator, and he has indicated 
that these oil companies have a defense here or might have a defense 
because the Government in some other branch of Government was 
asking them to do what they are being accused of doing. And I just 
do not want to be on record myself as aiding in the defense of these 
oil companies where the Government is trying to hold them under the 
antitrust statutes. 

The Cuarrman. I thank the gentleman for his accolade of distine- 
tion that is placed on me. Ido not deserve all that. But being a good 
businessman I will settle for half. 

Mr. Keatine. The gentleman deserves it, I am sure. 

The CuatrMan. I willsay to the gentleman from New York that this 
action of asking for this suggested course of action, which asks for 
voluntary, indiv idual action on the part of these individual oil com- 
panies, is going to have a weakening effect on that cartel suit, because 
they will say, “Here, how can you ask us to be held accountable in this 
cartel suit when the very same thing is asked of us, in effect, by the 
Defense Mobilization Director ?” 

That is what I am concerned about. 

Mr. Keatine. And I say that if the chairman thinks that is the 
result, these hearings ought to terminate at this point on this subject, 
because we have here a pending cause of action in which the Attor- 
ney General is seeking to bring to book these oil companies for alleged 
violations of law, and if the chairman is going to take a position that 
might help the defense of those suits, then I do not think that these 
hearings ought to continue another moment. I do not think it is fair 
to the Government. 

The Cuatrman. I think your apprehensions are rather wild, and 
I can assure you that I am taking no such attitude. I want to be sure 
that there is no such defense offered, and I am just asking for infor- 
mation from Dr. Flemming. 

Mr. Fremmine. Mr. Chairman 

The Cuatrman. I think that the action that was taken was ill- 
advised and should not have been taken, because 

Mr. Keratine. You mean the action of the Government? 

The Cuarrman. No; the action taken by Mr. Flemming in asking 
for voluntary actions was a dangerous course of action, and I hope it 
will never happen again. 

Mr. Ftemmine. Mr. Chairman, I would like to make a statement at 
this point. I have no responsibility whatever for the suit that has 
been filed against these companies. That is entirely in the hands of 
the Attorney General. 

I feel that it is inappropriate for me to comment in any way on 
that suit. I know nothing about it. I have no competence in that 
particular area at all, and consequently I do not think it is appropri- 
ate for me to comment on it one way or the other. 
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I think that the only thing that I should point out is the thing that 
I pointed out yesterday and have tried to point out again today, that 
the Cabinet committee initially asked for individual voluntary action. 
A member of the committee that approved that report was the Attor- 
ney General of the United States. The Attorney General has ap- 
proved the last action that we have taken in this matter. He is the 
chief law officer of the executive branch of the Government, and no 
head of any department or agency of Government should discuss a 
matter on which he has expressed his opinion. 

The CuarrMan. That is well spoken, Doctor, and I do not want to 
ask any embarrassing question, and I think that it is probably proper 
for you not to comment on the cartel suit. 

Do you want to ask anything? 

Mr. Keartine. No. 

Mr. Harkins. Your view is, is it not, Dr. Flemming, that whatever 
action the oil industry takes pursuant to your requests for restrictin 
imports, that action is subject to all the strictures that are naan 
in the antitrust laws? 

Mr. Fiemmine. That is certainly my understanding, and I assume 
that if there had been anything in there that would suggest anything 
to the contrary, that the Attorney General would so have advised, 
and we would have adjusted our action accordingly. 

Mr. Harkins. And you have not requested any joint action that 
would be violative of the antitrust statutes ? 

Mr. Fiemmine. We certainly have not. We have requested indi- 
vidual, voluntary action. 

Mr. Harkins. There is no way, is there, that immunity from the 
antitrust laws could be given to a restriction of imports at this time? 

Mr. Fiemmine. No, sir. The Director of ODM has no authority 
to give any immunity to antitrust laws except under the provision of 
the Defense Production Act, section 708. 

Mr. Harkins. And is section 708 applicable to import restrictions 
at the present time ? 

Mr. Fiemnine. It is not. 

Mr. Harkins. It is not? 

Mr. Fremmine. It is not. That is very clear. Of course, as you 
know, that particular section was further restricted by the Congress 
in reenacting or in extending, rather, the Defense Production Act at 
the last session of Congress. You could not bring 

The Cuarrman. It was limited to military supplies; is that it? 

Mr. Fremmine. That is right. You could not, by the widest 
stretch of the imagination, bring this kind of operation in under sec- 
tion 708. And the only authority that the Director of ODM has got 
in the antitrust field is right there. 

Mr. Harkins. There was an account in Platt’s Oilgram, the news- 
paper of the petroleum industry, that discusses a telegram to you on 
September 14, 1955, from Mr. A. P. King, Jr., the president of the 
Texas Independent Producers & Royalty Owners Association, in 
which Mr. King was reported to say he thought a joint meeting should 
be held by all importing companies to discuss the problem of reducing 
imports. Then it states, and I quote— 

King added that he believes amendment to Trade Agreements Act provides 


that President may take any action necessary to curb imports and that such 
authority includes right to waive antitrust considerations of such a joint meeting. 
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Well, no such joint meeting has ever been held ? 

Mr. Ftemmine. Pardonme. I did not get your question. 

Mr. Harkins. Has any joint meeting been held ? 

Mr. Fitemmine. No meeting has been held; no, sir. 

Mr. Harkins. The amendment to the Trade Agreements Act does 
permit the President to take “such action as he deems necessary.” Do 
you believe, or have you investigated the possibility, that that language 
would authorize the President to request activity which would be vio- 
lative of the antitrust laws ? 

Mr. Firemmina. I have not, and the only way I would investigate 
that, if I were giving any consideration to such a possibility, would 
be by asking the Attorney General for an opinion. 

Mr. Materz. Dr. Flemming, this past Monday you wrote a letter, 
a letter which has been introduced in the record, in which you stated: 

With the exception of oil of Canadian and Venezuelan origin, importers of oil 
from other areas should further reduce their planned imports of crude oil for 
the period April 1 to December 31, 1955, by approximately 7 percent. 

You recall that letter, do you not, sir? 

Mr. Fitemmine. Yes, sir. 

Mr. Marerz. Since only 2 months of the April 1 to December 31 
period remain, this would have meant that importers would have had 
to cut their planned imports by about 2 percent during this month 
and next to achieve a 9-month total reduction of 7 percent; is that 
not correct ? 

Mr. Fiemine. If you want to give that language the interpretation 
that apparently you are giving it, you would arrive at that statistical 
result. I personally feel that tha tis an incorrect interpretation, and 
I appreciate the fact that it was interpreted that way by some. It 
was Interpreted another way by others. And therefore I, having had 
enough questions regarding it to realize that it was not clear, put out, 
as I indicated in my testimony yesterday, a statement indicating what 
we had in mind. 

And if I may repeat that again, we said: 

It is hoped that the reports that are to be submitted will make it clear that the 
7-percent adjustment below the presently planned levels, with the exception 
of oil of Canadian and Venezuelan origin, will have taken place during the last 
quarter of 1955, and will be continued during the first quarter of 1956. 

I would like to say very frankly that that is all I ever had in mind. 

Mr. Materz. I see. In other words—excuse me. 

Mr. Fiemmine. And if I had asked for the kind of action that 
would end up with the statistical result that you have indicated, I in 
effect would be asking for something to be done retroactively, or on an 
ex post facto basis, and personally I do not think that the Government 
should ever make a request of that kind. 

Mr. Materz. I take it then, that your clarification, the clarifica- 
tion which you issued yesterday, was merely an interpretation of your 
original letter ? 

Mr. Fremminea. That is correct, sir. 

Mr. Maerz. It was not intended to signify a change of policy with 
respect to imports ? 

Mr. FitemMine. That is correct, absolutely right. 

Mr. Materz. Thank you. 


67271—56—pt. 3-16 
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Mr. Keatrne. Are there new companies coming into this import- 
ing business all the time ? 

Mr. Fiemmine. There are, Mr. Congressman. My understanding 
is that there is quite a number that have come into it, for example, just 
over the period of, let us say, the last 12 months. The fact of the mat- 
ter is, I think it is fair to say that there has been a rather sharp step- 
up in the imports from Canada over a period of the past few months, 
so that there are newcomers coming into the picture all the time, or 
have been. 

Mr. Keratine. Are these Canadian imports now spreading beyond 
the Northwest ? 

Mr. Ftemmine. Not to any considerable degree. 

I think I am correct in that statement; not to any considerable de- 
gree. Now, I am sure there are some exceptions, but the bulk is going 
into the deficit area in the Northwest. 

Mr. Keatina. It might result that if the companies that have been 
in the business did reduce their levels by 7 percent, if a lot of other 
companies came into the business, it elk not reduce the overall 
amount of imports necessarily, would it ? 

Mr. Fitemminea. That is correct. Particularly if additional com- 
panies come in from this point on, that is certainly correct. And I 
think I should say there, Mr. Congressman, that in our Cabinet Com- 
mittee report, we indicated very clearly that we did not regard the 
recommendation that was contained there as the final recommendation 
that should be made in this area. 

We said we felt it was a matter that should be subject to constant 
review, taking into consideration new developments. And I am sure 
of the fact that reviews of that kind will be made. 

Mr. Keating. This Cabinet Committee is continuing ? 

Mr. Fiemmine. It is a continuing Committee. For example, the 
recommendations contained in my letter of October 30 were recom- 
mendations that had been made to me by the Committee. I called 
the Committee together and asked them to evaluate the situation in 
the light of all the information that we had before us, and to make 
recommendations. 

They did, and I accepted those recommendations, and incorporated 
them in my letter, so that we are keeping it on a continuing basis. 

The CuarrmMan. The task force has been dissolved, has it not? 

Mr. Ftemminc. The task force has not functioned since our first— 
I mean, the Cabinet Committee report was made public. 

The Cuarrman. And likewise, too, the committee of consultants? 

Mr. Fiemmine. That is right. 

The Cuarrman,. And the so-called third layer? 

Mr. Fremmine. That is right. In other words, since the report was 
filed, the Cabinet Committee has continued to meet and continued to 
evaluate the situation, but whatever staff work we needed to have 
done has been done by the regular staffs of the departments that are 
represented on the Committee. 

Mr. Krattne. Do you contemplate creating a new task force, or a 
new group of consultants ? 

Mr. Fiemmina. Not necessarily, Mr. Congressman. I think that 
the members of the Committee are sufficiently familiar with the prob- 
lem now that by relying on the staffs in their own departments, we 
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can be kept up to date. And, of course, as I indicated, we are going 
to ask the companies to file regular reports with us. 

Now, sometime in the future it may be necessary to—— 

Mr. Keatina. If you did create a new task force or new group of! 
consultants, it might be helpful if you consulted with the chairman 
and the ranking minority member, and they might have some sug- 
gestions—usually Congressmen do—about the members of such groups. 

The Cuarrman. I am willing to transfer my rights and responsi- 
bility in that to the gentleman from New York. 

If you do contemplate a new action, I take it you will follow the 
procedure outlined by the Trade Agreements Act? 

Mr. Fiemmine. Wait a minute, Mr. Chairman. If I contemplate 
taking formal action under section 7 of the Trade Agreements Act, 
I will follow that procedure, and as I indicated here, under those con- 
ditions, before I made a recommendation to the President, I would 
have a public hearing. 

The CHatrMAn. Fine. That is very commendable. 

Mr. Harkins. I would like to return to the group of consultants 
that assisted the task force we talked about yesterday. Were you re- 
quested to name a person who would represent the interests of inde- 
pendent jobbers in that ep of consultants ? 

Mr. Ftemmine. Not to my knowledge. Now, maybe I was, and I 
assume from your question that you have information to the effect 
that I was. And if I was, of course, I will be very glad to prepare a 
statement for you as to how I handled that request, and why I handled 
it in the way in which I did. I would have to refresh my own memory 
on that. 

Mr. Harkins. I have 3 letters here, 2 of them to you, and 1 of them 
from you. Will you just identify them? I will ask you questions on 
the basis of them. 

Mr. FLemmine. Yes. 

The Carman. The answer is “Yes”? You nodded your head, and 
the stenographer cannot get that. What is that? 

Mr. Harkins. You recognize those letters? 

Mr. Fiemmine. Yes, I recognize them. 

Mr. Harxrns. It is true, is it not, that no jobber representative was 
appointed to assist the consultants ? 

Mr. Fiemmine. That is correct. 

As you will note from my reply, I first of all urged them to file any 
statement that they would like to file regarding the issues under con- 
sideration. I said that I would refer the matter of any representa- 
tion in the group of consultants to my assistant, who was Mr. Brown- 
lee, and I am sure the letter went to him. Frankly, I do not know what 
disposition he made of the request, although I know, as you know, 
that no representative of the Jobhers Council was included in the 
group of consultants. 

Mr. Maerz. Was there any particular reason for that, Doctor? 

Mr. Fitemmine. My letter reflects my own attitude. I said to him, 
“Look. If you have got any ideas on this, give them tous. File them, 
so that we have the benefit of them,” and then I referred the other 
question, I mean, the question of their having someone in the group 
of consultants, to Mr. Brownlee, and obviously he decided not to. 
Why he decided not to, I do not know. To my knowledge, I did not 
get back into it again. 
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Mr. Harxrns. The first letter is a letter dated August 20, 1954, from 
Otis Ellis, general counsel of the National Oil Jobbers’ Council, to Dr. 
Arthur S. Flemming, and in his letter he discusses a conference he 
had with Mr. Flemming, and submits the names of five individuals 
who he claims could assist the task forces in this area. 

Mr. Keattne. As a member of the task force or as a consultant? 

Mr. Harkins. As a consultant to the task force. 

Mr. Fiemmine. As a consultant. 

Mr. Harkins. The next letter is dated September 1, 1954, from Dr. 
Flemming to Mr. Ellis, acknowledging receipt of the letter and advis- 
ing him that he would furnish the information to his assistant who will 
head up the task force organization. That was Mr. Brownlee? 

Mr. Fiemmine. That is right. 

Mr. Harxrns. The third letter 

Mr. Fiemmine. And also mye ape that we would be very happy 
to have them furnish any and all information that they wanted to 
furnish in regard to this matter. 

Mr. Harkins. The third letter is a letter from Otis Ellis, general 
counsel, National Oil Jobbers’ Council, dated October 22, 1954, to Dr. 
Flemming. I will read parts of it: 

Reference is made to a recent press release from the Executive Office of the 
President stating that the Cabinet Committee on Energy Supplies and Resources 
Policy was inviting interested segments of the economy to present their views 
on “methods which would assist in the continued development in the United 
States of energy resources and fuels, including coal, petroleum, and natural 
gas.” 

Mr. Fiemminec. Pardon me. You identified that as October 22, 
1954. That is 1955; is it not? 

Mr. Harkins. 1954, on the document I have. 

Mr. Fitemmine. O. K.; pardon me. 

Mr. Harxins. It would be 1954; would it not? 

Mr. Firemmine. Yes, that is right. O. K. 

Mr. Harxrns (continuing) : 





The shortness of time allowed for the submission of views precludes the writer 
from submitting a concise and orderly presentation of the views of the inde- 
pendent jobbers in the United States as represented by the National Oil Jobbers’ 
Council. The writer further does not have a clear idea as to the extent con- 
sideration will be given in the Committee studies to the independent distributors 
and marketers of petroleum products or as to what information this group might 
present which would be of value to the committee in arriving at conclusions and 
recommendations. A review of the personnel of the task force which the Com- 
mittee has appointed to assist in its studies on the oil phase of the problem leads 
us to believe that the views and significance of the independent jobber have no 
place in the Committee’s deliberations. 

While the members of the task force (as listed by the press) are all able men, 
no single one of them has had any particular interest in independent marketers 
nor is any one of them conversant with the part played by the independent 
petroleum marketer in our economy, either peacetime or wartime. How your 
Committee can consider energy resources from a national security standpoint 
Without giving due consideration to the independent distributors of petroleum 
products is beyond my conception. 


[ willskip over to the next page: 


Admittedly, an independent marketer of petroleum products can offer little in- 
formation or suggestions which would be of value insofar as production of coal, 
gas, or fuel oil is concerned. Neither could the independent marketer be of 
too much assistance on the problem of transportation and marketing of coal 
and natural gas. The independent marketer, and particularly the independent 
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jobber or wholesaler of petroleum products, does, however, play a significant and 
vital role in the storage and distribution of petroleum products. 

If, in some manner, the independent distributor of petroleum products, along 
with his facilities, were wiped out overnight, this Nation’s security and indus- 
trial growth would be so seriously impaired as to be disastrous. 

Jobbers on the eastern seaboard, for example, distribute upwards of 50 per- 
cent of the imported residual oil, using in this activity millions of barrels of 
storage capacity and transport facilities capable of insuring fast and prompt 
delivery in accordance with consumer demands. 

If residual oil imports were restricted or eliminated as suggested by the 
coal industry, as well as some segments of the oil industry, these storage and 
transport facilities would have to be devoted to other uses or eliminated, thus 
being unavailable for bunkering our merchant and naval services during time 
of war. 


And he continues describing the function of the independent job- 
ber in the economy, and he did submit some statements with his letter. 

Mr. Fiemmina. Mr. Chairman, I think the record ought to show 
that he enclosed with his letter the National Oil Jobbers Council’s 
statement to the Interdepartmental Committee on the Soft Coal In- 
dutry, September 3, 1954, the statement that he made before the 
Committee on Ways and Means of the House of Representatives on 
May 13, 1953, a statement of Clint Elliott before the House Ways 
and Means Committee on May 138, 1953, and a statement of J. P. 
Gwaltney before the House Ways and Means Committee on May 13, 
1953. 

The Cuairman, They will all be received in the record. 

(The documents referred to are as follows :) 


NATIONAL OIL JOBBERS COUNCIL, 
Washington 6, D. C., August 20, 1954 
Dr. ARTHUR 8S. FLEMMING, 
Director, Office of Defense Mobilization, Washington 25, D. C. 

Dear Doctor FLEMMING: This letter is with further reference to my letter 
of August 9, 1954, and our conference of August 16 regarding the activities of 
the President’s Interdepartmental Committee To Study the Soft Coal Industry 
and the President’s Cabinet Committee for Energy Resources. 

As you were advised at this conference, the Nation’s independent jobbers and 
distributors of petroleum products are vitally interested in any studies, con- 
clusions or recommendations made by either or both of these committees insofar 
as the supply of either crude oil or its produets may be affected or in any manner 
limited or controlled. It is apparent from the document submitted by the coal 
industry—The Coal Industry, Its Position, Problems and Areas of Possible 
Relief—that the relief which they seek, if granted would bring financial ruin to 
many jobbers on the eastern seaboard, and, of more significance, would be more 
detrimental than helpful to our national security. It is therefore requested 
that the National Oil Jobbers Council, representing the great majority of 
independent. jobbers in the Nation, be afforded an opportunity to present its 
views on the matters subject to study by both of these committees. 

It has been noted from the press that the Cabinet Committee will probably 
appoint a task force, or forces, from interested industries to assist with these 
studies. The National Oil Jobbers Council wishes to offer its facilities to 
assist either or both of these committees in any manner that might be needed 
or deemed helpful. Following is a list of representative jobbers (or jobber 
representatives), any one or all of whom are thoroughly conversant with jobber 
operations and are particularly well qualified to be of assistance on the issues 
of oil imports, competition between coal and petroleum products, and in addi- 
tion thereto are possibly the best qualified men within the industry to supply 
your committees with information on the consumer aspects of the matters under 
study. 
si P. Birmingham, White Fuel Corp., 900 East First Street, South Boston, 

ass. 
aeoree D. Kaneb, Union Oil Co. of Boston, 222 Lee Burbank Highway, Revere, 
Mass. 
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Harry Hilts, secretary, Empire State Petroleum Association, Suite 316, 122 East 
42d Street, New York, N. Y. 

M. D. DeTar, chairman, Imports Policy Committee, National Oil Jobbers Council, 
Aero Oil Co., P. O. Box No. 1, New Oxford, Pa. 

C. L. Jarrell, Colonial Oil Industries, Inc., P. O. Box 565, Savannah, Ga. 


My office is particularly interested in obtaining information as to the date of 
any deadlines for the submission of presentations, hearings of witnesses (if any), 
etc., and I would appreciate your advising me in this regard as and when the 
plans and procedures of the two committees are completed. 

Sincerely yours, 
Oris H. Exits, General Counsel. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington 25, D. C., September 1, 1954. 
Mr. Orts H. ELtIs, 
General Counsel, National Oil Jobbers Council, 
Washington 6, D. C. 


DeAR Mr. Etis: Thank you for your letter of August 20 in which you com- 
mented on our August 16 conversation and other matters relating to the Inter- 
departmental Committee on the Soft Coal Industry and the Cabinet Committee 
on Energy Supplies and Resources Policy. 

You may be assured that the Interdepartmental Committee will welcome any 
statement that the National Oil Jobbers Council wishes to file concerning its 
position on proposals which have been advanced for alleviating the conditions 
now existing in the soft coal industry. We will appreciate hearing from you in 
this regard as soon as possible. 

I appreciate your suggesting the names of individuals for consideration as pos- 
sible members of task forces which we plan to establish in connection with the 
work of the Cabinet Committee on Energy Supplies and Resources Policy. This 
information will be furnished to my assistant who will head up the task force 
organization. 

Sincerely yours, 
ARTHUR S. FLEMMING, Director. 


NATIONAL Orn Jopsers CoUNCIL, 
Washington 6, D. C., October 22, 1954. 
Dr. ArtTHourR S. FLEMMING, 
Chairman, Cabinet Committee on Energy 
Supplies and Resources Policy, 
Executive Office Building, Washington 25, D. C. 

DeEAR Dr. FLEMMING: Reference is made to a recent press release from the 
Executive Office of the President stating that the Cabinet Committee on Energy 
Supplies and Resources Policy was inviting interested segments of the economy 
to present their views on “methods which would assist in the continued develop- 
ment in the United States of energy resources and fuels, including coal, petro- 
leum, and natural gas.” This release further stated that the “objective of the 
Committee is to make recommendations which would lead to strengthening the 
national defense, providing orderly industrial growth and assuring supplies of 
energy resources and fuel for our expanding national economy and any future 
emergency.” 

The shortness of time allowed for the submission of views precludes the writer 
from submitting a concise and orderly presentation of the views of the inde- 
pendent jobbers of the United States as represented by the National Oil Jobbers 
Council. The writer further does not have a clear idea as to the extent considera- 
tion will be given in the Committee studies to the independent distributors and 
marketers of petroleum products or as to what information this group might 
present which would be of value to the Committee in arriving at conclusions 
and recommendations. A review of the personnel of the task force which the 
Committee has appointed to assist in its studies on the oil phase of the problem 
leads us to believe that the views and significance of the independent jobber have 
no place in the Committee’s deliberations. While the members of the task force 
(as listed by the press) are all able men, no single one of them has had any 
particular interest in independent marketers nor is any one of them conversant 
with the part played by the independent petroleum marketer in our economy, 
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either peacetime or wartime. How your Committee can consider energy resources 
from a national-security standpoint without giving due consideration to the 
independent distributors of petroleum products is beyond my conception. How 
your Committee could achieve the objective of making recommendations for 
“assuring supplies of energy resources and fuel for our expanding national 
economy and any future emergency” without considering the storage and dis- 
tribution facilities of independent jobbers is equally confusing. Certainly no 
member of the task force which you have thus far appointed is qualified to pro- 
vide you with information in this regard. I make that observation without any 
intention of reflecting on the ability or integrity of the individuals referred to. 

In previous correspondence and conferences, I discussed this matter with you 
and, in addition, submitted the names of several qualified individuals who 
could work with your task force. Apparently you are ignoring the interests of 
all concerned except for independent producers and integrated companies. I 
sincerely hope that the ultimate recommendations will not be equally lacking 
in regard for the independent marketing segment of the petroleum industry 
which played such a vital role during the last war in keeping the wheels of 
industry rolling and, in general, contributed greatly to our wartime industrial 
activity. 

Admittedly, an independent marketer of petroleum products can offer little 
information or suggestions which would be of value insofar as production of 
coal, gas, or fuel oil is concerned. Neither could the independent marketer be 
of too much assistance on the problem of transportation and marketing of coal 
and natural gas. The independent marketer, and particularly the independent 
jobber or wholesaler of petroleum products, does, however, play a significant 
and vital role in the storage and distribution of petroleum products, If, in 
some manner, the independent distributor of petroleum products, along with his 
facilities, were wiped out overnight, this Nation’s security and industrial 
growth would be so seriously impaired as to be disastrous. 

Jobbers on the eastern seaboard, for example, distribute upwards of 50 percent 
of the imported residual oil, utilizing in this activity millions of barrels of 
storage capacity and transport facilities capable of insuring fast and prompt 
delivery in accordance with consumer demands. If residual oil imports were 
restricted or eliminated as suggested by the coal industry, as well as some seg- 
ments of the oil industry, these storage and transport facilities would have to be 
devoted to other uses or eliminated, thus being unavailable for bunkering our 
merchant and naval services during time of war. 

Jobbers deliver to the farms throughout the United States more than 50 per- 
cent of the petroleum products used thereon. Jobbers and independent dealers 
distribute approximately 75 percent of the household burning oil consumed in 
the Nation. In the small and middle-sized towns, jobbers handle the dis- 
tribution of well over 50 percent of the gasoline distributed to service stations. 
To handle these markets, jobbers must maintain, as well as expand, storage and 
transportation facilities commensurate with market demands. Any governmental 
action restricting fuels which would impair the jobber’s operations would cause 
an immediate curtailment of jobber expansion and bring about retrenchment, 
thus ultimately resulting in a serious shortage of storage and transport facilities 
necessary to adequately serve the petroleum-consuming public. 

The coal industry will undoubtedly present to your committee the same 
recommendations which were presented to the Interdepartmental Committee 
on the Soft Coal Industry. Such recommendations, in substance, are to the 
end of “end-use” control of fuels. Such controls are not deemed necessary, either 
for peacetime development of our Nation or to preserve the security of our coun- 
try from a military standpoint. Certainly all or any one of the recommendations 
which would take markets from independent jobbers and give such markets to the 
coal industry are opposed to the American principles of free enterprise, repugnant 
to the President’s stated policies, both as to domestic and foreign trade, and, in 
general, would destroy more than strengthen. 

Transmitted herewith are the following statements which outline the job- 
ber’s views with reference to the proposals of the coal industry, as well as 
the jobber’s views on the issue of restricting imports of crude oil and petroleum 
production : 


1. Statement of National Oil Jobbers Council to the Interdepartmental 
Committee on the Soft Coal Industry, September 3, 1954. 

2. Statement of Otis H. Ellis, general counsel, National Oil Jobbers 
Council, before the Committee on Ways and Means, House of Representa- 
tives, on H. R. 4294, May 13, 1953. 
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3. Statement of Clint Elliott, on behalf of the Arkansas Independent 
Oil Marketers Association, Inc,, before the House Committee on Ways 
and Means, on H., R. 4294, May 13, 1953. 

4. Statement of J. P. Gwaltney, on behalf of the North Carolina Oil 
Jobbers Association, before the Committee on Ways and Means, House of 
Representatives, on H. R. 4294, May 13, 1953. 


The writer has noted from the press that your committee will give some 
consideration to the “oil depletion allowance.” The National Oil Jobbers Coun- 
cil has never opposed the depletion allowance per se. It is the view of the 
council, however, that if domestic supplies of oil become so abundant as to 
necessitate restrictions on oil imports, then there is no further necessity for 
an oil depletion allowance to induce additional production and thus add to the 
oversupply. In brief, it does not appear to be consistent to have income tax 
gratuities as an inducement for the production of a commodity which is already 
in oversupply. 

Lack of time has precluded the writer from completing surveys necessary 
to present to your committee the details of the jobber’s position in the American 
Petroleum Industry. Under the circumstances we must rely on the generalized 
assertions contained herein and statements previously prepared which are at- 
tached hereto unless you see fit to appoint to your task force a person or per- 
sons qualified to give your committee detailed information as to the part played 
by independent jobbers in the storage and distribution of petroleum products 
throughout the United States. 

Sincerely yours, 
OrtIs H. EL.is, General Counsel. 


STATEMENT OF OtTIs H. ELLIs, GENERAL CoUNSEL, NATIONAL OIL JoBBERS CoUNCIL, 
BEFORE THE COMMITTEE ON WAYS AND MEANS, House oF REPRESENTATIVES, 
ON H. R. 4294, May 13, 1953 


My name is Otis H. Ellis. I am engaged in the general practice of law in Wash- 
ington, D. C., maintaining offices at 1001 Connecticut Avenue, and am appear- 
ing here today on behalf of the National Oil Jobbers Council in my capacity as 
general counsel for that organization. 

Before proceeding with the main portion of my presentation, I would like to 
state for the record that I am also retained as a legal adviser and consultant by 
the Ministry of Mines and Hydrocarbons of the United States of Venezuela. 
I would like to make it clearly understood that I am not appearing in my capacity 
as counsel to this Ministry, and further that any statements, opinions, or con- 
clusions which I make are in no manner to be construed as reflecting the 
attitude or position of that Ministry or, for that matter, any other branch of 
the Venezuelan Government. I make this statement for the reason that this 
representation is generally known in the petroleum industry, and may be 
known to some members of this committee, and I want to be sure that there is no 
misunderstanding as to whom I represent here today. 

The National Oil Jobbers Council is composed of 26 State associations of 
independent jobbers and distributors of petroleum products. These 26 asso- 
ciations represent approximately 12,000 out of the total of 15,000 jobbers and 
distributors in the United States. 

It is possible that some members of the committee are not familiar with the 
functional operation of an independent jobber or distributor of petroleum products 
and, for that reason, it might be well to define this operation. An oil jobber is 
a marketer of petroleum products primarily engaged in wholesale distribution, 
although some jobbers also engage in the operation of filling stations and sub- 
stantially all of them engage in the retail distribution of household fuel oils. 
The term “jobber and distributor” is used synonymously in industry nomen- 
clature. The word “independent” as it applies to a jobber means that he owns 
his own business and is not affiliated with, a subsidiary of, or in any manner 
financially controlled or dominated by a major, integrated oil company. In- 
dependent jobbers and dealers (or peddlers) distribute approximately 70 percent 
of the household burning oils consumed in this Nation. Jobbers and commission 
agents deliver to the service stations of this country approximately 40 percent 
of their total gasoline supplies. The percentage of distribution of residual 
oil nationwide is unavailable; however, it is definitely known that well over 50 
percent of the residual oil imported into this country is marketed by independent 
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jobbers. I go into this detail in order to point out to the committee the extent 
of participation in the marketing segment of the industry by the independent 
jobber, and for the further purpose of showing that this group is a real party 
of interest to the outcome of any activity which would affect the price, supply, 
or markets of petroleum products. 

The National Oil Jobbers Council particularly opposes that portion of the 
socalled Simpson bill (H. R. 4294) which would either easily permit or spe- 
cifically require imposition of restrictions on imports of crude oil are petroleum 
products. While we oppose this bill, we commend its author for introducing it 
and this committee for granting elaborate hearings thereon. We feel that by 
incorporating the provisions which reflect an indication of change in our re- 
ciprocal trade policy, that you have alerted our business economy to the fact 
that consideration was being given to such change, thereby giving advance notice 
in order that they could come in and present their views before, and not after, 
the fact. 

In our judgment the principal issues for determination by this committee 
are as follows: 

First, should we continue to have laws and policies providing for reciprocal- 
trade agreements; secondly, whether or not our existing reciprocal-trade laws 
are adequate for current needs; and thirdly, whether or not the amendments 
proposed by the Simpson bill are proper and necessary. As to the first issue, 
we definitely feel that it is imperative for our Nation to have laws and policies 
that will promote reciprocity in international trade. As to the second issue, 
we are of the opinion that existing laws are adequate for our current needs 
insofar as oil imports are concerned. We have no opinions as to their adequacy 
as to other commodities. From the testimony we have heard before this com- 
mittee, it appears that administration of the laws, not the laws, is the chief 
cause of complaint. I have already stated our position as to the third issue, 
and following are the reasons why we oppose certain provisions of the Simpson 
bill: 

1. The oil imports quota provisions of section 13 would create immediate 
shortages of supply of residual oil, thus depriving consumers of alternative 
choices of fuels and force a number of them to purchase new fuel facilities 
which use higher-cost fuels. 

2. These same quota provisions would, in our opinion, lead to ultimate short- 
ages of crude oil both for peacetime use and especially for use in time of na- 
tional emergency. 

3. Reduction of residual oils pursuant to the quota recommended would drive 
a number of independent distributors on the eastern seaboard to the brink of 
bankruptcy. 

4. The economic forces set in motion by imposing quotas on crude oil and 
residual oil would, in our judgment, lead to higher prices of all petroleum prod- 
ucts throughout the United States. 

5. Enactment of some of these amendments, coupled with application of their 
provisions, will or can result in this Nation breaching two reciprocal trade agree- 
ments covering oil imports—the General Agreement on Tariffs and Trade, and the 
trade agreement between this Nation and the United States of Venezuela. 

6. A number of the proposed amendments would create inconsistencies of posi- 
tion, mechanical difficulties, procedural conflicts, and other practical problems 
which would in effect leave us with a policy of reciprocal trade in name only. 

I will now discuss some of these reasons, leaving the remainder for discussion 
by other jobber witnesses. 


DIRECT EFFECTS ON THE INDEPENDENT JOBBER 


The success or failure of a jobber—or, for that matter, any independent mar- 
keter of petroleum products—depends primarily on two factors. First, an ade- 
quate and consistent supply of petroleum products and, second, an ability to pur- 
chase and sell these products under such conditions as to provide a reasonable 
margin of profit. Any circumstance or economic pressure which adversely affects 
either of these factors is tampering with the jobber’s vitals. If import quotas are 
imposed on residual oil, the jobber’s supply will be drastically curtailed since the 
domestic industry cannot, after giving due regard to good conservation practices, 
supply the deficiency. There are many jobbers up and down the eastern seaboard 
who deal primarily in residual oil and a good portion of their supply is imported 
either by themselves or by others from whom they purchase. Millions of dollars 
have been expended in the purchase of storage and transport facilities especially 
designed for residual oil. These facilities are not readily susceptible to conver- 
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sion for the handling of either coal or natural gas. I will not dwell on the effect 
of curtailment of residual imports on jobbers, since there are a number of jobbers 
directly affected who will appear before this committee to speak for themselves 
and give firsthand information as to what these quota provisions will mean. 

The next question is: How would the quota provisions affect the thousands 
of jobbers throughout the country who do not handle residual oil? It is our belief 
that curtailment of imports of crude and residual will immediately result in 
higher residual prices and ultimately will lead to higher prices for crude oil. 
This latter will, in turn, lead to higher prices for other petroleum products and 
particularly household burning oil. When the price of any petroleum product 
goes up without a commensurate increase in the jobber’s margin of profit, it 
means that he must procure more capital to carry the added cost of his inventory 
and credit sales. The jobber is already at the breaking point for capital require- 
ments, due to excessive taxes and the greatly increased costs of doing business. 
He has not been able to expand his facilities in proportion to expanding markets 
of petroleum products and, as a result, finds himself standing still while market- 
ing growth marches on. An increase in the cost of burning oil products also poses 
another problem for the jobber—that is the problem of competition with natural 
gas in those areas where natural gas is available. 

While I do not contend that all of these economic pressures will happen the 
morning after these quotas are put into effect, I do contend that they will be 
ultimate and not too far distant. The jobber has a vivid recollection of the year 
1948 when this Nation could not possible meet the demand out of its own crude 
reserves and, had it not been for imported oils, the situation would have been 
critical. The jobber knows that such a situation could arise again and if, in the 
meantime, we have alienated these foreign sources of supply, he will be faced 
with shortage. 

These are the things the jobber fears most when people begin to tamper with 
supply or set in motion artificial factors which will affect the price of the products 
he sells. 

It could be added that the consumer of petroleum products, in one sense faces 
the same problems that the jobber faces—that is adequate, consistent supply at 
reasonable prices. 

WHAT ABOUT THE CONSUMER? 


I will leave the position of the consumer for discussion by consumers them- 
selves, or the jobber distributors who deal with them on a daily basis. There is 
one thought, however, that I would like to leave with this committee. And that 
is this: I feel that we should think twice before we deprive a consumer of a 
choice of fuels, and particularly when we leave him only one source of fuel, and 
that at a higher price. Passage of this bill could well be the beginning of end use 
control of fuels. 

I have gone to the trouble to ascertain what the members of this committee 
use as fuels for their, homes. I find that 6 members use fuel oil; 8 members, 
natural gas; 3 live in apartments with the heating fuel unknown; 1 lives 
in an apartment heated with fuel oil; 1 lives in an apartment heated with coal; 
1 lives in an apartment heated with gas; 1 uses coal for his town house and 
fuel oil for the summer home; 1 lives with parents whose home is heated with 
fuel oil; and as to the remaining 3, I was unable to find what kind of fuel was 
used. I suspect that you gentlemen who use fuel oil or natural gas do so for 
the same reason that I do—it is available at a reasonable price, it is clean and 
efficient, it lends itself to automatic operation, thus eliminating the dirty, grimy 
task of stoking a furnace and, in my case, it provides me with a playroom for 
my children in an area which would otherwise be a coal bin. Surely, the in- 
dustrial users of residual oil—regardless of its source—are entitled to the same 
right of election. 

LEGAL AND CONTRACTUAL IMPLICATIONS 


While we believe that enactment of this proposed legislation would create 
hardships for jobbers and consumers, we also feel that it would create inter- 
national difficulties which might be of even greater importance. I refer to 
the proposition that these amendments might require this Nation to violate the 
sacred obligations of its international contracts. 

First, let us consider whether or not the provisions which would seek to 
specifically impose import quotas on crude petroleum and products, if enacted 
into law and put into effect, would be in violation of the terms and provisions 
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of the two trade agreements which grant or bind concessions on imports of crude 
oil and products. To legally invoke quotas on oil imports would require following 
the criteria and procedures prescribed in the escape clause of one, or possibly 
both, of these agreements. The right to invoke the escape clause is in substance 
predicated on the criteria of causing or threatening serious injury, and such 
a finding or showing must exist before it can be legally invoked. Since these 
provisions in the Simpson bill do not, as a matter of law, presuppose such a 
finding, application of oil quotas thereunder would constitute a breach of 
contract. Even if the Congress determined that the criteria established in the 
escape clauses of the respective agreements had been met, an attempt to invoke 
such clauses by way of legislation would be a breach of contract since a means 
is not provided to comply with the procedural requirements. It should be 
pointed out that the criteria in the escape clause provisions of both of these 
contracts substantially complies with the peril point provisions in existing law 
and, as a matter of fact, such criteria was placed in the Venezuelan agreement 
pursuant to the mandates of the Trade Agreements Extension Act passed by 
the Congress 2 years ago. 

Now, let us look at the proposed amendments to the general provisions as are 
contained in section 3 through 12 of the Simpson bill. Section 3 and section 6 of 
this bill change the peril-point standard from causing or threatening “serious 
injury to the domestic industry” to causing or threatening “unemployment or 
injury.”’ Obviously, the amending wordage considerably relaxes the criteria of 
“serious injury” which is contained in the escape clauses of the two agreements 
dealing with oil imports. In the event the Tariff Commission made a finding 
under the amended peril-point criteria which fell short of meeting the standards 
of the criteria in the contracts, and the President was forced to take action as 
provided in section 6 (c) of the Simpson bill, then such action would also amount 
to a breach of these contracts. For example, let us say that the coal industry, 
or any segment thereof, petitioned the Tariff Commission for an investigation to 
ascertain whether or not increased imports of residual oil were causing unem- 
ployment of or injury to American coal miners. Let us assume that in conformity 
with the procedures prescribed the Tariff Commission found that, due to in- 
creased oil imports, 10,000 miners were unemployed, thus causing injury, but it 
also found that such unemployment did not constitute serious injury or threat of 
serious injury to the coal industry. It can readily be seen that on this hypo- 
thetical statement of facts the criteria of the escape clauses of the two agreements 
dealing with oil has not been met. Yet, despite this fact, the Tariff Commission 
would have to declare such modifications as were necessary to relieve the injury, 
and the President, in turn, would be forced to take action which would breach 
these two international trade agreements, thereby leaving our Nation subject to 
damages in a court of international law. This is but one of many examples of 
where, under the proposed amendments, instances might arise whereby the Presi- 
dent would be forced to breach our existing international contracts. 

The amending language could also pose another legal complication, in that it 
changes the language from “producing like or directly competitive products” to 
“producing like of competitive articles.” It will be noted the word “directly,” 
which is used in the escape clauses of the two agreements, is dropped in the 
amending language. Outside of this complication, there is the problem of defin- 
ing “competitive.” Would the amended language mean that the peach growers, 
faced with a bumper crop of peaches, could obtain import restrictions on bananas 
on the premise that it was a competitive article? I seriously doubt whether an 
international court, trying an action for breach of an international trade agree- 
ment, would hold that bananas and peaches were directly competitive articles or 
products. Admittedly, this is an exaggerated example, but I have used the exag- 
geration to point up the difficulties that may be encountered over dropping this 
word “directly.” 

It will be noted that I have not argued whether our existing international con- 
tracts dealing with oil imports, are good or bad. The point is—whether good or 
bad—they are contracts between this Government and other governments and 
the provisions thereof cannot be unilaterally changed without assuming the risk 
of facing actions for breach of contract, as well as other adverse effects that 
might flow from such actions. If these contracts are considered bad, then both 
of them should be modified or amended and, if any party thereto does not see fit 
to agree to a proposed amendment, then the other party is provided with a means 
of terminating the agreement with honor and in accordance with the provisions 
of the agreement. 
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PRACTICAL PROBLEMS POSED 


Now let us view some of the practical, procedural, and mechanical problems 
posed by the Simpson bill in the light of the two existing trade agreements 
referred to. I should point out that while my references deal in general with the 
effect on oil imports, in most instances the same objections would apply to any 
commodity covered by a trade. agreement having the standard form escape 
clause. 

Section 6 (¢) of the Simpson bill requires that the President, within 30 days, 
take such action as is found necessary by the Commission to prevent or remedy 
the unemployment or injury found to exist. Assuming that the Commission’s 
findings met the escape clause criteria of the affected trade agreement, let us then 
look to see whether or not the 30 days allowed would be adequate to comply 
with the procedural provisions of the escape clause. The procedures proscribed 
in the GATT and Venezuelan trade agreements require that before action under 
the escape clause can be taken, the contracting party desiring to take such action 
shall give notice to the other party, in writing, “as far in advance as may be prac- 
ticable,” and further, shall afford an opportunity for consultation in respect to the 
proposed action. I seriously doubt if the time limit of 30 days would be ample to 
conform to this provision in most, if not all, cases. There is, of course, an excep- 
tion. In critical circumstances, where delay would cause damage which would 
be difficult to repair, then the action may be taken without prior consultation, 
on the condition that consultation shall be effected immediately after taking such 
action. 

It might also be pointed out that under the provisions of the Simpson bill the 
President cannot enter into any agreement with reference to any commodity 
except as approved by the Tariff Commission, and he must also impose modifica- 
tions, etc., in accordance with the dictates of this same Commission. This, as a 
practical matter, means that insofar as trade agreements are concerned, the 
President is reduced to a negotiating rubber stamp with little or no authority 
whatsoever. 

Your attention is further directed to section 6 (d) of the Simpson bill which 
makes considerable change in the language of the existing act in that, as amended, 
it in substance states that the Tariff Commission “shall consider as evidence of 
injury the existence or likely occurrence of a downward trend of production, 
employment, prices, profits or wages among the American workers, miners, 
farmers, or producers concerned,” as well as several other factors. In the exist- 
ing language, the Tariff Commission is bound to consider such factors but is 
not bound to consider the existence of such factors as conclusive evidence of 
injury. I would interpret the amending language to mean that the existence 
of any one of these factors due to imports would be considered as conclusive 
evidence of injury or, at best, would be considered as prima facie evidence of 
injury. Since the bill is silent as to what degree of injury is necessary before 
any action can be taken, we must assume that any degree of injury is adequate 
criteria and further that any degree of a downward trend of production, unem- 
ployment, prices, etc., would be adequate evidence to sustain injury. 

Now, as a practical matter, what does all of this mean? In my judgment, 
it means that any complaining industry would meet the necessary statutory 
requisites requiring modification of the concession on the imported commodity 
by showing that it was suffering a slight, downward trend of production, em- 
ployment, prices, profits, ete., due to imports. If any conclusions as to the 
meaning of this language and its implications are correct, the net effect would 
be that so long as there was a complainant who could provide these figments of 
evidence, no products could come into this country other than those products 
which we do not have, or the difference between the amount of those products 
that we have and the total demand for such products, and even this latter 
would be subject to challenge. In brief, we would have a policy of reciprocal 
trade under the language of the law which meant nothing. I will not attempt 
to argue whether we should have a policy of reciprocal trade or not, but it 
would appear that it would be better to have no reciprocal trade law than to 
have a reciprocal trade law that meant nothing. 

There appears to us to be some inconsistency of position in the criteria and 
procedures to be established and the specific quota provisions. The existing 
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law, aS amended by the general amendments of this bill, would provide criteria 
and procedure whereby industries could seek and obtain relief through the 
Tariff Commission. Despite these relaxed procedures, the bill would, by legis- 
lation, deprive the Tariff Commission of its function and, by legislative mandate, 
would impose quotas on crude oil and its products without resort to these 
procedures. 

While there are other legal and practical problems posed by these amendments, 
I will not burden the committee with further discussion, but will be glad to supply 
the committee with a more elaborate brief if it is considered that same would 
be helpful to your deliberations. 


THE PROPONENTS OF OIL QUOTAS 


The principal proponents of this legislation, insofar as it would affect oil 
imports, are the coal industry, both labor and producer, and an association 
of independent producers commonly referred to as IPAA. In addition there 
are, of course, a few oil-burning, coal-hauling railroads and their related labor. 
I have found that it is often as important to examine those supporting legis- 
lation, and their reasons for such support, as it is to examine the wordage of 
the legislation itself. 

The coal group and IPAA, like many other industries which have appeared 
before your committee, have maintained in substance that they were dying on 
the vine and stated the cause of such demise was attributable to excessive 
imports. Let us look for a moment at the history of these two groups for the 
purpose of ascertaining whether their alleged injuries, if any, are attributable 
to other causes. Let us also determine whether or not these groups can be relied 
upon to provide a consistent supply of fuel for this Nation if we alienate in any 
part our sources of imported supply. It might also be well in the case of one 
of them to determine whether their history as prophets warrants acceptance of 
their current prophesies. 

First, the coal industry. Since others will dwell on the subject of whether or 
not imports of residual oil have contributed to the present plight of this industry 
I would like to go back behind the scenes a little further. In July of 1929, Mr. 
George W. Lewis, legislative agent of the United Mine Workers of America, filed 
a brief with the Senate Committee on Finance. This brief, which was made a 
part of that committee’s record of hearings on the Tariff Act of 1929, recom- 
mended an exeise tax on fuel oil imports. Mr. Lewis, at that time, stated in sub- 
stance that to permit the continued free entry of millions of barrels of foreign oil 
would simply mean the wrecking of the great coal industry. What provoked that 
statement? The answer probably is to be found in a presentation by Mr. H. L. 
Gandy, representing the National Coal Association in these same hearings. Mr. 
Gandy pointed out that in 1927 imports amounted to 29,500,000 barrels; and in 
1928, to the enormous total of 58,809,000 barrels. He failed to tell the committee 
that the cause of the increase could be attributable to the great coal strike in 
1927. That year industrial users of coal were caused great and undue hardship 
because they didn’t have an adequate supply of bituminous coal—they had begun 
to look for a new form of fuel that could be supplied with some degree of cer- 
tainty, and they found it in residual oil—both domestic and imported. Accord- 
ing to the Department of Labor statistics, approximately 165,000 miners were 
involved in a wage strike which began April 1, 1927. This stoppage continued for 
several months, with many of the workers remaining out until the end of the year. 
As a result of this strike, the coal industry had 23 million man-days idle for the 
year 1927. Industrial users had begun to get a stomach full. If you will trace 
through the years, you will find a history of strikes, lockouts, and other forms of 
work stoppages which have taken such a toll on the great coal industry that they 
in effect stood still while American industry in general marched on. I have a 
vivid recollection of sitting in a mud-bound tent in England, in 1943, when a 
hometown newspaper months old—reached me. This paper reported a general 
strike of the bituminous coal miners. The miners wanted $2 more per day, portal- 
to-portal, or travel-time pay, and other benefits. This, mind you, in time of a 
national emergency which was so serious that the Federal Government had to step 
in and seize the mines. Are we now to cut off residual fuel oil and leave ourselves 
at the mercy of a group who will stop the wheels of industry in the middle of a 
battle for our lives and independence? 
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I will not dwell on the strike and work-stoppage record of the bituminous 
coal industry, but I am including in this statement statistics which speak for 
themselves. (See exhibit I attached.) I am not attempting to intimate that 
some of these strikes were not justified, nor am I attempting to argue that 
simply because they went on strike they are not entitled to relief from imports. 
I am attempting, however, to point out that we had better think twice before we 
leave some of our industries at the mercy of this group as a sole source of 
supply for their fuels. 

Now, let us take a look at IPAA. This organization came into existence by 
virtue of the imports issue in 1929 and, since that time, they have vigorously 
fought for restrictions on imports along with a parallel battle for the highest 
possible depletion allowances. 

I think their fighting has served a valuable purpose, in that it has kept 
the domestic industry alerted to the fact that unreasonable levels of imports 
should not be permitted to the extent that they would seriously jeopardize our 
domestic industry. I might further state that when imports reach levels that in 
our judgment might threaten the domestic industry with serious injury, the 
National Oil Jobbers Council will, as a last resort, walk before this committee, 
and request legislative restrictions to protect that domestic industry. We do 
not believe, however, that it will ever be necessary to resort to such action for 
we feel that the domestic industry is quite capable of policing itself without 
need for Government regulation or legislative restriction. 

On January 29, 1931, Mr. Wirt Franklin, representing IPAA, requested legis- 
lation which would limit oil imports to 20 percent of 1928 domestic levels. He 
stated that as a result of excessive oil imports, “the domestic petroleum indus- 
try is being ruthlessly destroyed.” On February 13, 1931, Mr. Russell B. Brown, 
appearing before the House Ways and Means Committee on this same issue, read 
into the record a telegram from the same Mr. Franklin, then president of IPAA, 
which telegram in part read as follows: “Ultimate result will be complete an- 
nihilation of independent producer, refiner, and marketer with resultant central- 
ization of ownership and control of entire petroleum industry in hands of some 
few companies now causing demoralization by imports of foreign crude.” <A 
review of the current status of this industry will reflect that this dire prediction 
fell far short of ever coming to pass. On January 13, 1932, this same president 
of IPAA appeared before the House Ways and Means Committee, seeking a tax 
of 84 cents a barrel on petroleum imports. Mr. Franklin stated “that the inde- 
pendent branch of the oil industry cannot exist for another year unless relief is 
obtained.” That was the year when a tax of 21 cents a barrel was imposed— 
which tax within 1 year thereafter was of no value save for the revenue that it 
produced. On November 12, 1934, Mr. Franklin, testifying before the House 
Interstate and Foreign Commerce Committee, stated, “the vast supplies of oil in 
South America are sufficient to completely destroy this whole industry in the 
United States if that oil is imported without limit.’ It has been imported with- 
out limit—I ask you, has the industry been destroyed? 

I will not belabor the committee with further quotations. I will be glad, 
however, to submit to the committee, if so desired, the record of these appear- 
ances over the years, all of which I have read carefully. For 24 years these 
people have been prophesying doom and destruction unless imports were re- 
stricted. If you read these records of the past 24 years, you will find that their 
theme song is the same, and that they have a consistent record of being wrong, 
as is demonstrated conclusively not by my opinions but by irrefutable facts. 

Those facts, in brief, are these: In 1929, when this battle on imports began, 
we had 11 billion barrels of proved crude-oil reserves in this country. Despite 
production over the past 24 years amounting to 34,215,647,000 barrels, we have 
today well over 30 billion barrels of proved reserves. In 1929 we produced 
1,007,323,000 barrels. We have increased our ability to produce to the point 
where, in 1952, we produced 2,291,997,000 barrels of crude oil. In 1929 we 
drilled 26,356 wells as contrasted to an all-time record of 45,895 wells in 1952. 
Today, we have an estimated excess of productive capacity—with the aid of 
our current rate of imports—of about 1 million barrels per day. This is approxi- 
mately the same situation in barrels that we had when we entered World War 
II. Mind you, all during the period of time when our domestic industry has 
grown as indicated, we have heard that if imports were not stopped we were 
headed for ruin. I cannot see how anyone in the face of this domestic record 
could maintain that imports are killing the independent domestic producer, and 
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particularly the domestic petroleum industry. I can see no reason why these 
prophecies of doom and destruction are any more valid today than they have ever 
been. 

It has not been my desire in pointing these facts out to be overly critical of the 
attitude of this organization, but I know of no better way of refuting their claims 
than with the record itself. 


SUMMARY 


It will be noted that throughout this presentation I have not attempted to 
debate or argue the issue of “‘protectionism” versus “free trade.” I have directed 
the presentation, primarily, to a few of the reasons why I believe the proposed 
bill does not meet our current needs and would cause adverse conditions, some 
of them resulting in damage beyond repair in your lifetime and mine. It is our 
belief that before we reverse a policy of 20 years’ standing or change the phi- 
losophies underlying the administration of a policy of reciprocal trade, those 
reverses or changes should not be made until every potential is explored so that 
our final decisions are based on reasoned judgment. We have pointed out where 
one group appearing before this committee has been consistently wrong. We 
have shown that another group is suffering from “Lewisitis.” We do not believe 
that this committee should change criteria, procedures, and policies until more 
study is given to the need and extent, if any, of such change. This committee 
has among its members men of many years experience in trade and tariff matters, 
who are fully qualified to make that study. It is our sincere hope that this com- 
mittee will give consideration to the making of further studies, or the awaiting 
of further studies made by others, before these proposed changes are made. 

I am not in full accord with some who suggest that this committee blindly 
follow the request of President Eisenhower—to do so would make a rubberstamp 
of this Congress and defeat the purpose of our checks-and-balances system of 
democratic government. We do feel, however, that grave consideration should 
be given to his request before a verdict of “no confidence” is rendered. We feel 
that any industry deserving of relief from excessive imports can find adequate 
protection in existing laws, if they are properly administered, and therefore the 
interim period of study will cause no serious injury to any industry of conse- 
quence in this Nation. 

The people I represent do not belong to that category of trade associations or 
small business groups who consistently request legislative subsidy or demand 
that the pace of the swift be reduced to that of the inefficient. We follow a policy 
that industry problems can be settled within our industry without the necessity 
of legislative intervention. A number of my people looked forward, after Jan- 
uary 20, to what they considered as a change from governmental intervention 
to a return to a system of free, competitive enterprise unregulated and un- 
fettered by anything more than reasonable antitrust and fair-trade laws, the 
purpose of which would be to prevent the law of the jungle obtaining in the 
business dealings of our economy. My people are the “little guys” of this in- 
dustry who battle in the toughest arena known to American business. They 
daily face price wars and the competition of integrated industry; yet we ask no 
protection. Our feelings about this oil imports issue are concurred in by the 
California Petroleum Distributors Association; the Oil-Heat Institute: the 
National Congress of Petroleum Retailers, numbering tens of thousands of filling 
station operators; and the Independent Oil Men’s Association of New England. 
This represents the bulk of independent marketers who are in daily contact with 
the consuming public. They, in essence, ask the members of this committee and 
the members of this Congress to recognize their positions in this matter and the 
effects it will have on their businesses. Surely if these, the little guys of the 
industry, are willing to face the trials and tribulations of free, competitive en- 
terprise, the vast coal industry and the IPAA membership can do the same. We 
believe that those who are unwiling to swim upstream toward the end of provid- 
ing better commodities and better service at better prices to the American pub- 
lic, are undeserving of the privileges of independence as it is known and revered 
in our American system of government and business operation. 

I will close with this one thought. If we have so much coal and so much oil in 
this country that it is necessary to impose restrictions on imports, then we recom- 
mend that this committee give consideration to a reduction in the depletion allow- 
ances granted those industries since this inducement, or at least a part thereof, 
is no longer necessary. 
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EXHIBIT 1.—Work stoppages in bituminous coal mining, 1927-52 
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STATEMENT OF CLINT ELLIOTT, ON BEHALF OF THE ARKANSAS INDEPENDENT OIL 
MARKETERS ASSOCIATION, INC., BEFORE THE House COMMITTEE ON WAYS AND 
MEANS, ON H. R. 4294, May 138, 1953 


Mr. Chairman, I am Clint Elliott, from Pine Bluff, Ark. I am past president 
of the Arkansas Independent Oil Marketers Association. This is an association 
of independent jobbers of petroleum products. 

Twenty-eight years ago I built a filling station with borrowed money, and I 
have engaged in the marketing of petroleum products since that time. For the 
last 18 years I have been a jobber, operating and owning my own bulk storage 
plant and distributing petroleum products in several counties in southeast 
Arkansas. For the better part of this 28 years I have been competing and fight- 
ing major oil companies to keep what few little accounts I have. In the past, 
every time we jobbers went along with the majors, we have lost our shirts, so 
this time we have checked and doublechecked before taking a position on the 
Simpson bill. 

I have never been before a congressional committee before, so I don’t know 
what I am supposed to say and what I’m not. If anything I say is out of line, 
just put it down to my ignorance and strike it from the record. 

AS a general proposition, we jobbers try to stay out of Washington. We feel 
that this proposition of free competitive enterprise, although rough as a cob at 
times, is still a whole lot better than having the Government trying to run our 
business. As little as my business is, I have to hire an extra girl just to keep 
all of my Government forms and records, and then I get behind now and then. 
When the going gets rough for us, we holler and scream, but we know from ex- 
perience that the best way to straighten out our problems is to do it in our own 
industry and by making ourselves more efficient operators. 

I have been reading for months now in the papers about the independent pro- 
ducers and the John L. Lewis crowd getting their heads together to block oil 
imports. When I found out that this crowd was backing this bill together, I 
knew that somewhere along the line the American people were going to have to 
foot the bill again. When our association got a look at the Simpson bill, it was 
decided that I better come up here and try to do something to stop it. I don’t 
profess to know much about the economics of the coal industry. I do know 
that when the coal industry gets to messing with oil, they don’t have my 
welfare in mind. I also know that the independent crude producer has even 
less concern for my financial well-being. 

Let’s take a look at what these boys are after. The coal crowd wants to cut 
off residual imports because they figure that it will force some residual oil con- 
sumers to burn coal. In my opinion, the reason these people quit using coal 
and started using residual oil was because John L. Lewis called so many strikes 
and holidays they didn’t know when or whether they were going to get any 
fuel. Now, he comes along and wants these same consumers forced to use his 
product after he’s run them off. Apparently, the consumer, as usual, is caught 
in the middle. 

Now we come to the crowd that I really cry over, the independent producers. 
It looks to me like they are eating pretty high on the hog already. The price of 
crude oil today is more than double what it was during the war years, whereas 
most of the jobbers are making the same amount of cents, and fractions thereof, 
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per gallon gross that they were making in 1940 while our net has decreased 
tremendously. Now what do these boys want? They want imports on residual 
oil curbed so that a shortage will be created and the price pushed up some more. 
When the price of residual oil goes up, they will then push up the price of crude 
oil. When the price of crude oil goes up, every consumer of petroleum prod- 
ucts in this country will have to foot the bill in some form or another. Now 
what does this mean for the jobber? Our profit margin is not figured on a 
percentage basis but on a cents per gallon basis which does not vary unless 
there is a price war and then it goes down. This means that all jobbers will 
have to get more capital to carry the expense of higher-priced inventories and 
credit accounts. It will mean that every farmer customer will be put to added 
expense to raise crops that are selling for less every year. Of course, they want 
to get crude oil imports cut off so that they can produce some more at a new 
higher price which will be brought about by cutting the residual oil imports. 

Now, mind you, these independents never do these things for themselves— 
it is done in the name of national defense. I have been reading their stuff for 
years, and if I believed everything I read I could figure that they are not in 
business to make money but are solely interested in the security of the United 
States. I think they are as patriotic as the average American businessman, 
but I seriously doubt there has ever been a purely patriotic oil well drilled in 
the history of the world. They are in business to make money just like I am, 
and if having a good supply of oil is to the benefit of the United States as a 
whole, it is a byproduct of their real objective. I don’t object to them making 
money but I do get sick and tired of seeing people cover up their greedy desires 
with the American flag. I have to work hard to sell petroleum products. The 
independent producer is guaranteed a fair share of the crude-oil market by 
proration laws. The only way I can get a fair share is by hard work. On 
top of this proration protection, they get what is known as a depletion allow- 
ance which, in my judgment, is about equivalent to a license to steal. Asa 
matter of fact, I believe I would rather have the depletion allowance. 

Now, I’m not trying to be hard on these fellows, but I think it is high time 
that the businessmen of this country—and that includes the coal people and the 
independent producers—quit looking to the Federal Government for aid at 
somebody else’s expense every time business takes a dip. 

A lot of Arkansas jobbers, as well as 30 million people, voted for President 
Eisenhower. We understand that he wants the trade laws continued without 
any change. The present trade laws, as far as oil is concerned, have worked 
very satisfactorily and we see no reason for any change. 


STATEMENT OF J. P. GWALTNEY, ON BEHALF OF THE NORTH CAROLINA OIL JOBBERS 
ASSOCIATION, BEFORE THE COMMITTEE ON WAYS AND MEANS, House Or REPRE- 
SENTATIVES, ON H. R. 4294, May 13, 1953 


My name is J. P. Gwaltney. I live in Durham, N. C., and am what is known in 
the oil industry as an independent jobber of petroleum products. I own my own 
bulk storage plant and transport facilities—the latter being used to distribute 
gasoline, kerosene and fuel oil to the filling stations, farms, and homes in the 
area which I serve. 

There are hundreds of jobbers like me in the State of North Carolina, and 
thousands of others throughout the United States. We employ thousands of 
people and we, with our bankers, have many millions of dollars invested in our 
businesses. 

I am appearing here today as chairman of the imports committee of the Na- 
tional Oil Jobbers Council, as well as speaking on behalf of the North Carolina 
Oil Jobbers Association. 

The membership of the National Oil Jobbers Council consists of the following 
State associations: 


Alabama Petroleum Jobbers Association 

Arkansas Independent Oil Marketers Association, Inc. 
Connecticut Petrolum Association 

Florida Petroleum Marketers Association 

Georgia Independent Oilmen’s Association 

Illinois Petroleum Marketers Association 

Indiana Independent Petroleum Association, Inc. 
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Iowa Independent Oil Jobbers Association 
Kansas Oil Men’s Association 

Kentucky Petroleum Marketers Association 
Michigan Petroleum Association 

Missouri Petroleum Association 

Nebraska Petroleum Marketers, Inc. 

Empire State Petroleum Association, Inc. 

North Carolina Oil Jobbers Association 
Northwest Petroleum Association 

Pennsylvania Petroleum Association, Inc. 

South Carolina Oil Jobbers Association 

South Dakota Independent Oil Men’s Association 
Tennessee Oil Men’s Association 

Texas Oil Jobbers Association 

Virginia Petroleum Jobbers Association 
Wisconsin Petroleum Association 

Wyoming Oil Jobbers Association 

First, I would like to read to you some excerpts from the report of the NOJC 
imports committee, which report was unanimously adopted by representatives 
of the 25 State jobber associations at our meeting in Montgomery, Ala., on 
March 27, 1953: 

“Our recommendations for immediate action, together with some supporting 
statements, are as follows: 

“That the officers, directors, and general counsel be authorized and directed 
to take such steps as are legally permissible and deemed necessary to oppose 
passage of any legislation seeking to impose restrictions on crude oil and petro- 
leum products. 

“That a recommendation be made to the proper congressional committees 
and the Congress to the effect that if it is deemed necessary to impose import 
restrictions on crude oil and products, that current depletion allowances on coal 
and crude oil production either be reduced or, in the alternative, before such 
allowances are granted as tax reductions, satisfactory evidence shall be sub- 
mitted to show that the amount of such deduction either had been spent or was 
obligated to be spent on the exploration and/or development of oil- or coal-pro- 
ducing properties.” 

In keeping with this mandate, 1 am recommending to this committee that if 
you see fit to reduce imports of oil, that you also give consideration to reducing 
the depletion allowance, for the reason that this allowance would no longer 
seem to be necessary as an inducement to find oil. 

Opposing unreasonable restrictions on imports of oil is not a new policy for 
the jobbers of this Nation—the National Oil Jobbers Council has opposed such 
restrictions since its inception in the early 1940’s, and I dare say we will con- 
tinue this opposition with all vigor in the same manner as we oppose other 
legislation which would seek to impose Government control on the operation of 
our business and our industry. 

As I see it, this bill (H. R. 4294) would provide a double-barrel approach to 
restricting oil imports. One part of the bill would impose specific restrictions 
on imports of crude oil and products, with a special provision for residual oil. 
The other language of the bill would amend our present laws to the point where 
it would be a simple matter to come in and get the same restrictions through 
the Tariff Commission. While I can understand that shooting 2 barrels at once, 
rather than 1 barrel, would improve the chances of dropping the bird, I am a 
little confused over the inconsistency of what the bill, as a general proposition, 
would do. It is my understanding that if the existing law is amended by this 
bill, it sets up standards and procedures whereby an injured industry can get 
relief by going to the Tariff Commission. If these standards and procedures 
are considered adequate, then why is it necessary to put in special amendments 
which would do what the Tariff Commission is supposed to do? 

Frankly, I am not too worried over what your action will be on these quota 
provisions because I simply cannot believe that the Congress would ever agree to 
any law which specifically limits imports of crude oil and its products for the 
simple reason that such a law would result in a shortage of crude oil and prod- 
ucts, higher prices to the consumer, an unnecessary drain on our existing oil 
supplies, and above everything else would jeopardize our national security by 
diverting the sources of foreign oil which will be so necessary if we become 
engaged in a global war. The part of this bill that I am really concerned with 
is the language which would set up an easy method for the John L. Lewis crowd 
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to come in through the Tariff Commission and get these same restrictions. We 
have no objection to reasonable language that would keep foreign imports of any 
commodity from ruining a domestic industry. We do, however, object to lan- 
guage that would require treating every stubbed toe by cutting off a leg. 

It would be difficult to deny that the coal industry is not in the best of health. 
But I cannot agree that the cause of their ailment is excessive imports of crude 
oil and products. Iam more inclined to believe that their main trouble is John L. 
Lewis, the greatest oil salesman the world has ever known. While I feel a little 
sorry for the coal producers who, for more than 20 years, have been required to 
play“tick-tack-toe” with Mr. Lewis, I still do not feel that the consuming public 
should be called upon to subsidize this situation. That is exactly what would 
happen if you limit imports of residual oil and thus force the consumers of 
residual oil to throw away their burners and use a higher-cost fuel. 

The position of the independent producers is not a new one—it has been a 
perennial complaint for 25 years. The independent producer is not unlike the 
average businessman in that he wants to sell as much as he possibly can at a 
price that will give him the highest profit possible. They have been quite suc- 
cessful in obtaining legislation that would assist toward this end. Most States 
have proration laws that guarantee even the smallest producer his pro rata 
part in whatever crude oil market is available. They have laws which limit 
crude production to demand which has the net effect of bolstering the price of 
crude oil. He has a 27%-percent tax depletion allowance, which he guards very 
jealously. For many months spokesmen for their association have been crying 
for further increases in the price of crude oil. It is our belief that the real 
reason behind their efforts on this bill is to curtail our supplies of crude oil and 
products with the hope and belief that it will set in motion economic factors 
that will result in crude oil price increases. It is our belief that if imports 
are curtailed their hopes will ultimately be fulfilled. 

We jobbers know what happens when crude oil goes up. The price of petroleum 
products goes up in varying degrees across the board. It then comes our turn 
to stand with red faces while we try to explain this situation to the consuming 
public which we serve. Frankly, we are getting a little fed up with seeing this 
independent-producer group constantly howling about going broke or complaining 
when they’re down to their last two Cadillacs. We are even more fed up when 
we see a group from our industry go over and get in bed with a competing 
industry, when such action will work a hardship on we marketers but for 
whom their crude oil would be a drug on the market. The independent producer 
seems to forget, if he ever knew, that it was the independent distributor who 
developed the market for household burning oil, thus enabling the crude pro- 
ducer to produce more oil and at a better price. We feel that this group should 
have stayed within the industry to solve its problem. We deal with much 
rougher problems every day by way of price wars, depressed markets, lack of 
capital, and high taxes, than they will ever be called upon to contend with, yet 
we don’t find it necessary to come to Washington seeking legislative relief. As 
a businessman, I know that I must expect ups and downs and I think they 
should expect the same. 

It is not my intent to be malicious in this criticism, but I feel this matter very 
strongly and I think it would be better for the industry and the country as a 
whole if we kept regulation out of our industry. We, therefore, hope that this 
committee will see fit to extend the reciprocal-trade laws without adding the 
changes which I have referred to. 


STATEMENT OF NATIONAL OIL JOBBERS COUNCIL TO THE INTERDEPARTMENTAL 
COMMITTEE ON THE Sort Coat INpDustTRY, SEPTEMBER 8, 1954 


Honorable committee members, this statement is submitted by Otis H. Ellis 
on behalf of the National Oil Jobbers Council in my capacity as general counsel 
for that organization. 

The National Oil Jobbers Council is composed of 26 State associations of 
independent jobbers and distributors of petroleum products. These 26 associa- 
tions represent approximately 12,000 out of the total of 15,000 jobbers and 
distributors in the United States. 

It is possible that some members of the Committee are not familiar with 
the functional operation of an independent jobber or distributor of petroleum 
products and, for that reason, it might be well to define this operation. An 
oil jobber is a marketer of petroleum products primarily engaged in wholesale 
distribution, although some jobbers also engage in the operation of service 
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stations and substantially all of them engage in the retail distribution of house- 
hold fuel oils. The term “jobber and distributor” is used synonymously in 
industry nomenclature. The word “independent” as it applies to a jobber means 
that he owns his own business and is not affiliated with, a subsidiary of, or 
any manner financially controlled or dominated by a major, integrated oil 
company. 

Independent jobbers and dealers (or peddlers) distribute approximately 70 
percent of the household burning oils consumed in this Nation. Jobbers and 
commission agents deliver to the service stations of this country approximately 
40 percent of their total gasoline supplies. The percentage of distribution of 
residual oil nationwide is unavailable; however, it is definitely known that well 
over 50 percent of the residual oil imported into this country is marketed by 
independent jobbers. I go into this detail in order to point out to the Committee 
the extent of participation in the marketing segment of the industry by the 
independent jobber, and for the further purpose of showing that this group 
is a real party at interest in the outcome of any activity which would affect 
the price, supply, or markets of petroleum products. 

At the behest of an influential Senator and certain representatives of the 
domestie coal industry (including related labor groups) the President, on or 
about July 6, 1954, appointed the Interdepartmental Committee on the Soft Coal 
Industry. As to what the duty or function of this Committee was or is the 
council does not know, since there has been little or no official announcement 
from the Committee in this regard. It has come to the attention of the council, 
however (from sources other than the Committee), that the representatives of 
the soft-coal industry submitted to the Committee what in essence might be 
termed a brief in which these representatives attempted to set forth the soft- 
coal industry’s current sick condition, certain of the industry’s problems, and 
elaborate discussions of the areas of possible relief. This statement or brief 
is entitled “The Coal Industry—Its Position—and Areas of Possible Relief.” 
Representatives of the council subsequently ascertained that the Committee had 
appointed a working staff and also that the Committee had arranged for, and 
did grant audience to coal-industry representatives who submitted to the Com- 
mittee more specific details than that contained in their brief. 

When the coal industry’s brief was reviewed it was found that substantially 
every “area of potential Government help” sought, if put into effect, would deprive 
independent oil jobbers of a portion or all of their current markets for burning 
oils—both household and residual. The National Oil Jobbers Council, and its 
member organizations, have for many years opposed those things which are in 
essence recommended by the coal industry—end use control of fuels, subsidies, 
and the limitation of residual oil imports. This opposition has not been predi- 
cated alone on the fact that such controls would deprive the jobber of business 
which he had gained by hard driving competition, but also for the reason that 
the jobber did not feel that such controls were to the best interests of the country 
as a whole. 

The independent jobber, and particularly the jobber handling residual oil, has 
become extremely alarmed by rumors rampant in the industry and certain press 
reports which tend to indicate that the coal industry is dominating the activities 
of the Interdepartmental Committee. The independent jobber, as represented 
by the National Oil Jobbers Council, feels that it would be impossible for the 
Interdepartmental Committee to do a balanced study of the coal industry’s prob- 
lems and make recommendations for relief without first ascertaining the extent 
to which those problems were related to competitive industries and the extent 
to which the relief recommended might affect competitive industries, or segments 
thereof. 

It is equally impossible for the council to file an adequate statement with this 
Committee when the council is unaware of the specifics on which the coal industry 
premises its arguments or some expression from the Committee as to the direc- 
tion in which its studies are headed and the particular types of information 
which would be of assistance to the Committee in arriving at these objectives. 
In addition to the council being required to “shoot in the dark” there is the fur- 
ther factor that we have had inadequate time for proper presentation as con- 
trasted to the several weeks which were granted to representatives of the coal 
industry, as well as a special (and private) audience which was given to these 
representatives. 

The council, therefore, in this statement is compelled to limit its comments and 
observations to the generalized comments contained in the brief which has been 
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supplied by the coal industry and certain historical arguments advanced by this 
industry, in other forums, over the years. 


I. THE COAL INDUSTRY’S BRIEF 


Coal is vital 

The council takes no issue with the general statement that the coal industry 
is a vital and basic industry necessary to the economy and defense of the United 
States. The extent of this necessity, however, is relative, and cannot be accu- 
rately measured without weighing many other factors, particularly the relation- 
ship between coal and other competitive fuels. The issue of coal versus other 
competitive fuels (gas, oil, and atomic energy) might be adequately resolved 
one way if only the economic aspects were up for consideration, and still another 
way if only the security aspects were being considered. For example, it is more 
than probable that the general economic losses suffered directly and indirectly 
by the loss of coal’s competitive position in the domestic fuels market would 
be more than offset by the economic advantages gained, directly and indirectly, by 
the use of competitive and more efficient fuels. Undoubtedly the industry repre- 
sentatives in the preparation of the brief referred to gave consideration to this 
factor, for they have directed primary attention to national security arguments. 
This line of argument has undoubtedly been motivated by the President’s recent 
decision to impose higher duties on Swiss watches—such decision being premised, 
in part, on the necessity for maintaining a manpower stockpile of precision- 
instrument workers for national-defense reasons. 

Coal as defense material.—This national defense argument of the coal industry 
is by no means new. Since 1929, spokesmen for the coal industry, for example, 
have been predicting an early demise unless residual oil imports were stopped. 
Despite these predictions there was an adequate coal industry available when this 
Nation entered World War II to produce that which was necessary. Of course, 
coal labor went on strike in the middle of the war and had to be forced back into 
the mines at bayonet point (figuratively speaking) when the Government was 
compelled to take over the mines to keep them in operation. It might well be 
that we should think twice about the preservation of a labor force for national 
defense needs when that labor force has once before demonstrated that it would 
quit in time of serious national emergency. It is noteworthy that the industry 
makes no mention of this unfortunate event, but to the contrary heaps the industry 
with glory and praise for the job which was done. 

The brief states: “Coal must also, in time of war, take over the markets sup- 
plied by residual oil.” This is a misstatement of fact. Coal took over certain 
markets supplied by residual oil and the residual oil so displaced was diverted 
to other necessary uses, principally the fueling of ships and tankers—a market 
which coal could not supply in peacetime or in war. 

The council believes that before any determination could be made as to the 
extent the coal industry would be needed in any future wars, consideration should 
be given to the type of wars which can be anticipated and that we should not 
judge the extent of coal necessity by the need during previous wars. The yard- 
Sticks of 1943 and 1944 may be bad measuring rods for tomorrow. The council 
does not profess to know what demands will be made on the coal industry in 
future ~ars, but it is believed that such steps as are taken to preserve that indus- 
try in order to meet its needs should not be steps which would seriously injure 
other industries and other nations whose aid would be equally vital. 


United States coal industry acutely sick 


The council will agree that the domestic coal industry is sick—if sickness 
means that coal is losing its position in the market place. It is true that mines 
are closing, employees are out of work, and the usual consequences are flowing 
from such situations. Such is a normal phase in the evolution of an industry 
that has not kept pace with technological progress and finds that its markets 
are taken by those who have “built a better mousetrap.” It was the plight faced 
by the whaling industry when other fuels were made available to the public in 
such a manner as to render whale oil noncompetitive. It was the plight suffered 
by the industry engaged in the manufacture of buggies and horse-drawn wagons 
when the automobile industry began to take over its markets. Such it will 
always be under a system of free competitive enterprise unless the United States 
changes its policies and decides that in the future the pace of the rabbit will be 
reduced to that of the tortoise. Had such a policy been in effect railroads would 
possibly still be burning coal rather than more efficient, economic diesel oil. 
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The coal industry utilizes considerable wordage in describing its plight, but 
little language is devoted to the real causes of their sickness, to wit, a failure 
to keep pace by way of deevloping new uses and new methods for use of the 
commodity which they produce, while they were instead engaged in playing 
ticktacktoe with John L. Lewis. Had the coal industry utilized the foresight 
and initiative used by other growth industries in this Nation, and particularly 
the oil industry, their list of ailments would be much shorter and it is quite 
possible there would be no necessity for the long, suggested list of “areas of 
potential Government help.” Despite the fact that the principal causes for their 
present plight are causes of their own actions (or failure to act), it still does 
not mean that efforts should not be made to render such balanced assistance as is 
necessary to keep the industry in readiness to the extent necessary to meet the 
demands of national defense, as and when such demands may arise. Care must 
be taken, however, to insure that such steps as are taken are not dictated by 
political expediency or such as would do more harm than good. 


Areas of potential Government help 


Foreign.—The coal industry recommends that imports of foreign residual oil 
be excluded, thus giving to coal markets which they apparently cannot otherwise 
obtain through normal competitive methods. The coal industry has spasmod- 
ically been advocating limitations on imports of residual oil since 1929. Despite 
coal prophecies to the contrary, foreign residual oil has not ruined the coal in- 
dustry. As a matter of fact, foreign residual oil enjoys only a fragmentary 
percentage of domestic energy requirements. Even though coal were given all 
the markets now enjoyed by imported residual oil, the benefit would be so small 
and temporary that it would accomplish the same degree of permanent assist- 
ance as giving an alcoholic “just one more drink.” 

Well over 50 percent of the imported residual oil is distributed by independent 
jobbers. These jobbers have millions invested in storage and transport facilities. 
These jobbers, along with the remainder of the petroleum industry, were re- 
quested by the Federal Government in the past few years to expand their storage 
facilities. This request was accompanied with the inducement of granting 
accelerated tax amortization. Jobbers have expanded their facilities and these 
facilities stand ready and waiting to “bunker” both our naval and merchant ships 
in time of any future emergency. To limit residual oil imports would reduce 
these facilities to “scrap” and bring economic ruin to many jobbers on the eastern 
seaboard, and with that ruin would go unemployment and the usual consequences. 

The coal industry, in seeking to restrict imported residual oil, in essence asks 
for aid at the expense of the independent jobber and his consumer. This, how- 
ever, is not all of the damage that would be done by restricting residual oil im- 
ports. The purchase of imported residual oil gives dollars to nations such as 
Venezuela, Mexico, and the Netherlands West Indies, who in turn purchase mil- 
lions of dollars worth of commodities from this country. A restriction on residual 
oil would be felt by the farmer in Nebraska, the cotton grower in Mississippi, the 
workman on the production lines in Detroit, the merchant sailor, and many 
others. What the coal industry in essence asks for when it seeks restrictions of 
imported residual oil is that miners be put to work while other hands are rendered 
idle. In brief, they believe in a policy of robbing Peter to pay Paul, so long as 
they can be Paul. 

It is believed that the committee would derive considerable value from excerpts 
taken from a recent study made by Mr. Walter J. Levy, internationally recognized 
authority on petroleum. tThis study is entitled “The Issue of Oil Imports, 
1951-53, a Review of Factual and Policy Developments.” This study is in reality 
a supplement to another elaborate study prepared by Mr. Levy in 1950. These 
excerpts are attached hereto as exhibit No. 1. It should also be noted that these 
excerpts contain discussions on the issue of whether or not more efficient refining 
facilities for Venezuelan oil should be established (as issue raised in coal’s 
“brief” ). 

Coal export barriers.—We would agree with the coal industry that the United 
States should make every effort to eliminate the discriminatory barriers placed on 
coal imported from the United States by European governments. We would also 
agree that a reappraisal of our Government policy of lending financial aid to for- 
eign coal developments should be made, and also that coal-carrying vessels should 
be given aid similar to aid given to vessels carrying other overseas traffic. 

Inconsistent coal contentions.—We have not attempted to comment on all of the 
“areas of potential Government help—foreign” suggested by the coal industry. 
The council does not feel qualified to discuss several of the suggestions made. 
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One thing is particularly noteworthy, however—the coal industry recommenda- 
tion that the St. Lawrence seaway project, to be paid for with Government funds, 
should not be used to transport foreign oil if such foreign oil replaces inland coal 
markets. They state: “The Government has a moral obligation to see that the 
general benefits of this improvement are not purchased at the expense of a small 
part of the economy.” Their arguments would have more meaning were it not 
for their inconsistency in a later portion of their brief wherein they suggest 
freight-rate subsidies for coal (presumably paid for by the Government) which 
would enable them to take the residual fuel-oil market away from independent 
jobbers and others who now service that market. Another instance where the 
coal industry feels that things are “right” only so long as they inure to the benefit 


of their industry. 


Areas of potential Government help 

Domestic.—On the domestic front coal has suggested several areas of help all 
but one of which are directed toward either subsidy or end-use control of fuels (to 
the benefit of coal), and each of which would be to the detriment of their competi- 
tors as well as the consumers who purchase from these competitors. 

Coal asks for protection from excessive natural gas competition. The competi- 
tion of natural gas is not an unknown problem to the independent jobber. The 
independent jobber in a number of areas throughout the United States is battling 
for his very existence in the face of natural gas competition. Natural gas (where 
available) has taken the fuel-oil business of newly constructed homes in the past 
few years, and as a result the fuel-oil jobber has been unable to obtain this new 
market. In brief, the fuel-oil jobber is beginning to lose the market which he 
took from coal. This is but another step in the evolution of progress. However, 
the fuel-oil jobber, unlike the coal industry, has not tucked his tail between his 
legs and come whimpering to the Federal Government for aid at the expense of 
others, but, to the contrary, is fighting to hold his position in the true American 
fashion by way of attempting to show to the consuming public that the oil which 
he sells is cheaper, more efficient, more reliable, and safer than ntaural gas. In 
brief, the independent jobber (who today has 70 percent of the household fuel 
market) is trying to improve his mousetrap and is maintaining his position of 
consistency in deploring end-use control of fuels and a firm belief in the American 
system of free competitive enterprise. Had the coal industry given more active 
consideration to such a method of procedure they might not now be whimpering 
for an opportunity to suckle at the Government bosom—all, of course, in the name 
of national defense. 

End-use controls. The coal industry, in essence, suggest compulsory use of 
coal in Government buildings and installations, as well as buildings and facilities 
on which the Government guarantees loans. Here, again, they ask the Federal 
taxpayer to subsidize the difference between the cost of coal and the cost of a 
more efficient and more economic fuel. Here, again, they wish to take the busi- 
ness away from jobbers and others who sell competitive fuels to the Government. 

Freight subsidies —The coal industry suggests a subsidy on coal freight rates 
in one place, and in another states: ‘“* * * that it should be the policy of the 
United States to limit increases on freight rates on coal permitted by regulatory 
bodies such as the Interstate Commerce Commission.” The council is not sure 
whether the coal industry wants Government subsidy on coal freight rates or a 
reduction of such rates by the Interstate Commerce Commission. In either event 
they are asking someone else to “pay the freight,” thus enabling them to be more 
competitive in the market place. Maybe if coal labor would take a reduction in 
wages (as was recently done by laborers in the Studebaker plant), the same 
result could be achieved with the expense being borne by those who would reap 
the benefits. It is, of course, unreasonable to expect that anyone would be politi- 
cally bold enough to make such a suggestion to mine-labor leaders. It might be 
well to point out that there are oil jobbers (who also sell coal) in New England 
who are today selling coal mined by nonunion labor at prices which are competi- 


tive with prices of residual oil. 
II, CONCLUSION 


It is evident from the position taken by the coal industry that they are hoping 
for findings and recommendations from this committee which will support a pol- 
icy position of having the Federal Government establish a system of subsidy 
and end-use control of fuels. It is equally evident that the coal industry does 
not care whether this system hurts others or not so long as it improves the 
market position of coal. 
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The real objective of the coal industry is to achieve economic betterment by 
artificial means. This real objective is camouflaged, however, with language 
which would lead the reader to believe that they are unduly endowed with 
patriotic zeal and are solely interested in the preservation of the industry for 
purposes of national defense. 

This council believes that industrial requests for Government aid, whether 
based on greedy or patriotic reasons, should not be entertained until the indus- 
try making such request has demonstrated to the satisfaction of men of pru- 
dence that the industry has done everything it possibly could to eliminate its 
difficulties and the plea for Government aid was a gesture of last resort. There 
is certainly no such demonstration in this petition of the coal industry. To 
the contrary, their record is one of neglect and failure to progress, lethargy and 
complacency in an era of industrial progress, disregard of producer for labor, 
disregard of labor for employer as well as consumer, and other failures too 
numerous to mention. In brief, this council believes that before this committee 
should even give the slightest consideration to any area of governmental aid 
every potential area of self-aid should be explored. 

Some suggested areas for exploration are these: 


(1) How much of the consumer’s price for coal reflects a union surcharge 
for labor welfare funds which are being stockpiled ; 

(2) How much of this price reflects an indirect union surcharge for 
funds which have been utilized to finance and foster the work stoppages 
reflected by exhibit 2 to this statement ; 

(3) How much of this price reflects the time paid for nonproductive labor 
under a system that requires coal labor be paid from the time they start 
eating their morning oatmeal until they sit down for their evening beer 
as contrasted to other labor that is paid only for the hours of productive 
effort ; 

(4) How much of this price reflects the amounts sapped off by coal labor 
unions to the extent that enables these unions to own and acquire banks? 


It might also be well to inquire as to how much has been spent by the coal 
industry by way of research and development to produce a more efficient product 
and more uses from the same product, particularly during the last 24 years 
when they have been screaming their heads off that they were being ruined by 
the competition of oil and gas—both domestic and foreign. 

It is suggested that unless the coal industry (including related labor) demon- 
strates a greater willingness and more initiative to cure its own ailments, Gov- 
ernment subsidy funds might be better spent in the acceleration of the develop- 
ment of another source of energy, to wit, atomic energy. This council has no 
objections to the Federal Government helping those who are willing to help 
themselves, particularly when the combined efforts can work to the end of the 
common good. It is not believed, however, that industrial self-reliance is pro- 
duced by permanent artificial respiration. 

It is to be hoped that this committee, as well as the President’s Cabinet Com- 
mittee on Energy Resources Policy, will give consideration to these factors and 
that any recommendations directed toward the solution of the coal industry’s 
problems will not destroy more than they help. It is also to be hoped that these 
recommendaions will not include policies which will result in: 


(1) Undue Government intervention in private enterprise; 

(2) End-use control of fuels; 

(8) Unemployment of one group to employ another ; 

(4) Partial destruction of international trade; 

(5) The taking of one’s business (for example, the jobber) and giving it 
to another without due compensation; and 

(6) Depriving consumers of alternative choices of fuels. 


If, however, the recommendations do include such policies it is to be hoped 
that they are not camouflaged by that already crowded, all-encompassing hoop- 
skirt, national security. 

In brief, if we are to have end-use control of fuels, let us call it that. If we 
are to have subsidy, let us call it subsidy. If we are to limit imports, then let 
us do so and face the consequences in the field of international trade, rather than 
insult the intelligence of our international friends by accomplishing the same 
ends through indirect methods. 

It is requested that before any findings or recommendations are made either 
by this committee or the President’s Cabinet Committee on Energy Resources 
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Policy, that the council be provided with copies of the more specific and detailed 
arguments advanced by the coal industry and further that the council be provided 
equal opportunity to be heard in response to these arguments. 


Respectfully submitted. 
NATIONAL OIL JOBBERS COUNCIL, 


By Otis H. Evxis, General Counsel. 
SEPTEMBER 3, 1954. 
ExHIsiT 1 


STATEMENT OF Ot1s H. ELLIS TO INTERDEPARTMENTAL COMMITTEE ON THE Sorr 
CoaL INDUSTRY 


Source: The Issue of United States Oil Imports, 1951-53, A Review of Factual 


and Policy Developments. 
By: Walter J. Levy, 30 Rockefeller Plaza, New York 20, N. Y. 


EFFECTS OF RESIDUAL FUEL OIL IMPORTS ON THE COAL INDUSTRY 


35. So far as the competition of residual fuel oil imports with coal is concerned, 
the essence of the coal industry’s argument is that expanding imports of residual 
fuel oil have by “unfair competition” and “dumping” dispossessed coal of numer- 
ous market outlets, thereby causing substantial cutbacks in production, earnings, 
and employment in the coal industry. This is held to constitute a serious injury 
not only to producers of coal but to the national security as well. The weaken- 
ing of the industry in peacetime will, it is contended, result in a severe fuel 
shortage in time of war when fuel-oil imports may be unavailable. 

36. In order to properly weigh these and related arguments, this section will 
examine first the losses in market outlets suffered by the bituminous coal industry 
in the relevant period up to 1953 and, in particular, the proportion of these losses 
which may reasonably be ascribed to imported residual fuel oil. With this 
factual presentation in mind, the various arguments of the coal industry for 
protection against foreign fuel oil will then be discussed. Finally, an attempt 
will be made to analyze the probable economic consequences should such pro- 
posals for import restrictions be adopted. 


POSTWAR TRENDS IN CONSUMPTION OF COAL AND RESIDUAL FUEL OIL 


37. The general trend in United States coal consumption in the postwar period 
has been downward. United States domestic consumption of bituminous coal 
and lignite fell from 546 million tons in 1947 to 454 million tons in 1950. Total 
bituminous-coal consumption (including exports) dropped during the same period 
by 135 million tons to a level of 480 million tons in 1950. The decline, as reviewed 
in our earlier report,’ was particularly sharp between 1948 and 1949, amounting 
to 74 million tons in that period alone.’ 

88. Since 1950, the decline in United States consumption of bituminous coal 
has, on a nationwide basis, been considerably smaller than in the preceding 
period, as the figures on the following page indicate. There have, of course, 
been marked variations in some years, as well as divergent trends in the quan- 
tities consumed in the various principal user categories.’ In particular, the long- 
term downward trend in coal use by railroads, other industrials (which exclude 
steel mills and coke ovens) and retail deliveries has continued. The loss in these 
categories—62 million tons between 1950 and 1953—has been partially offset by 
increased exports, and greater consumption by steel and coke plants and espe- 
cially electric utilities ; the latter increased coal consumption by 26 million tons 
during the past 3 years. 

39. Coal consumption data for the Atlantic seaboard, the only region of com- 
petition between coal and imported fuel oil, are unfortunately not available in 
systematic form for any recent year.‘ It is, therefore, not possible to determine 
the extent to which the nationwide trends shown in the table reflect changes at 
the eastern seaboard and in other areas of the United States, respectively. How- 
ever, changes in sales of heavy fuel oil at the east coast have been published by 
the Bureau of Mines. 


1 Section III: Competition Between Oil and Other Forms of Energy. 

2 See appendix C of our previous report for an analysis of this decline. 

3 See table 10 for data covering the years 1947 and 1950-52. 

“The only data available cover the New England region which, however, give a limited 
view of the trend of fuel consumption at the east coast as a whole. 
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4). These d ta, shown in tables 9 and 10, indicate that there has been virtually 
no overall change in heavy fuel oil consumption at the eastern seaboard between 
1950 and 1952, the latest year for which figures are available. Gains, amounting 
to about 6 million tons coal equivalent,’ have occurred in sales to vessels, the 
armed services and manufacturing plants. These, however, have been offset 
by a loss of similar magnitude in purchases by gas and electric powerplants. 

41. Only if a more extended period is considered is it possible that the coal 
industry may have suffered some losses to residual fuel oil. Between 1947 and 
1952 sales of fuel oil advanced by the equivalent of 17 million tons of coal. Of 
this total increase about two-fifths represented larger sales to manufacturing 
industries; one-fifth went to heating; about one-sixth each to public utility and 
military uses ; and one-tenth to vessels and oil companies. 
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Source: U. S. Bureau of Mines, 


THE EFFECT OF RESIDUAL FUEL OIL IMPORTS ON THE COAL INDUSTRY 


42. In assessing the implications of these expanded sales of residual fuel oil 
at the east coast on the market for bituminous coal, a number of important con- 
siderations must be kept in mind. In the first place, the expansion in consump- 
tion by vessels and oil companies, and probably a major part of the military 
purchases, represents uses where coal and fuel oil are not actively competitive, 
considering present technological conditions or the availability of fuel-burning 
facilities. Secondly, the total increase of fuel oil sales in other categories (i. e., 
utlities, manufacturing and heating) cannot be considered as constituting a 
displacement of coal by imported fuel oil for two reasons. A significant increase 
in sales of fuel oil—estimated at 2.8 million tons coal equivalent *—would have 


5 Converted at 4.167 barrels per ton (rough heat equivalent used by U. S. Bureau of 
Mines). 

®On the basis of the average nationwide expansion in energy supplies between 1947 and 
1952 (8.7 percent). 
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occurred over the 5-year period if the rate of increase in fuel-oil consumption 
in these latter categories had been no greater than that of total-energy require- 
ments. Still more important, the data do not distinguish between imported fuel 
oil and domestic fuel oil (whether produced from domestic or foreign crude). 
However, because of the complex supply relationships previously discussed, it 
would be inappropriate to ascribe the expansion of total fuel-oil sales solely to 
imported fuel oil.’ 

43. Even if the latter consideration is ignored for the moment, the maximum 
displacement of coal which might be attributed to imported fuel oil could not 
exceed 10 million tons between 1947 and 1952. This figure is equivalent to the 
rise in east coast heavy fuel-oil sales for use in utilities and manufacturing indus- 
tries and for heating purposes, minus the share of fuel oil in the expansion of 
total-energy consumption. It represents no more than 2.2 percent of bituminous 
coal production in 1952 and contrasts sharply with the 45 million tons or more 
of coal which it is claimed were being displaced by imported fuel oil and domes- 
tically produced oil derived from imported crude. The latter figure, however, 
merely represents the total quantities imported and cannot in any sense be con- 
sidered a measure of injury sustained.* 

44. The great bulk of the losses suffered by the coal industry, both nationwide 
and at the east coast, can thus not be attributed to imported, or even domestically 
produced, residuel fuel oil. Rather, as was recentiy acknowledged by coal indus- 
try spokesmen,’ the plight of the industry is due largely to the competition of 
domestic fuels (other than residuel fuel oil) in a number of uses where con- 
sumers are finding these alternate forms preferable for reasons of economy, con- 
venience, reliability of supplies, ete. 

45. The principal sectors in which this trend from coal to other domestic fuels 
has been of great importance in recent years have been railroads, manufac- 
turing plants, and home heating. Sales of distillate fuel oil to railroads rose 
from 24 million in 1947 to about 68 million barrels in 1952. In the case of 
domestie and industrial uses, the overwhelming competition which coal has had 
to meet has not been from residual fuel oil but from domestically produced 
distillate fuel and, even more important, natural gas. Sales of light fuel oil for 
heating increased from 178 million to 263 million barrels between 1947 and 1952; 
residential sales of natural gas, meanwhile, rose from 802 to 1,622 billion cubic 
feet. In the manufacturing sector (excluding use by oil companies and power- 
plants) sales of distillate fuel oil advanced from 24 million to 438 million 
barrels, while sales of natural gas to industrial users for manufacturing activ- 
ities (excluding oil refineries, electric utilities, and carbon-black plants) rose from 
1,184 to 2,177 billion cubic feet. 

46. Bituminous-coal consumption in these three categories—i. e., railroads, 
manufacturing (other than coke plants), and retail deliveries—declined by 71 
million, 34 million, and 31 million tons, respectively, in the period under review. 
The combined loss of 136 million tons in these 3 sectors, as indicated in table 10, 
exceeded the total reduction in the domestic market for coal which amounted 
to 127 million tons; it was equivalent to 92 percent of the total loss of coal 
markets including exports. As a matter of fact, the only users which increased 
their consumption of coal between 1947 and 1952 were the electric power utilities, 
with a gain of over 17 million tons. Yet it is in this category that the competition 
between coal and fuel oil is most intense and direct; powerplants are virtually 
the only users with a sizable proportion of dual equipment enabling them to 
oa to changes in supply conditions and relative prices of fuel oil 
and coal. 


7 The coal industry includes the quantities of fuel oil produced domestically from im- 
ported crude oil even though there appears to be no reason to assume that east coast 
refineries would not process a comparable volume of domestic crudes to satisfy their market 
requirements for residual fuel oil in case imports should not be available. 

sit may be noted that the coal industry includes in its caleulations the quantities of 
fuel oil imported in 1947 (and prior years), even though no injury is alleged for that period. 

*For example, Statement of National Coal Association for the Consideration of the 
President’s Commission on Foreign Economic Policy, p. 25. 
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THE COAL INDUSTRY'S ECONOMIC OBJECTIONS TO FUEL OIL IMPORTS 


47. The coal industry’s basic case for enacting severe restrictions on imports 
of residual fuel oil was recently stated clearly by spokesmen for the coal in- 
dustry in reports submitted to the President's Commission on Foreign Economic 
Policy. According to these statements, “The nature of the pressures and forces 
represented by foreign oil, its market tactics, its dual standards in international 
trade * * * and its willingneess to downgrade its product and slash prices over- 
night are sufficient to dismay any domestic industry.” Thus, “The coal industry 
is not objecting to free trade but it does believe that free trade should be fair 
trade. It believes that it has been subjected to gross inequities.” © The principal 
objections of the coal industry to fuel oil imports, therefore, concern the eco- 
nomics of heavy fuel oil production and the nature of the price formation of this 
product. 

48. Residual fuel oil has been selling below the price of crude oil since the end 
of World War II. By virtue of this fact, the coal industry contends that resid- 
ual pricing” * * * does not represent true economic competition.” “ The result, 
it is contended, is a flooding of the domestic market which constitutes dumping.” 

The use of the term “dumping” by the coal industry is not the generally ac- 
cepted meaning of the word,” as residual fuel oil is sold at a uniform f. o. b. 
price regardless of destination, both at the gulf and in the Caribbean (except, 
of course, for an allowance equivalent to the United States import tax, where 
applicable). Rather, the charges are confined to (a) the fact that fuel oil 
sells below the price of crude oil and (b) the high proportion of heavy fuel oil 
produced by refineries in the Caribbean. 

49. With regard to the crude-fuel oil price ratio, it should be pointed out that 
the factors determining the price of the two items are not the same; consequently, 
there exists no necessary relation between them, even over the long run. The 
price of crude oil is determined by the demand for crude (which in turn reflects 
the demand for refined products and particularly the prime products—gasoline, 
kerosene and distillates), on the one hand, and the supply of crude oil, of the 
other hand. So far as the refined products are concerned, they are joint prod- 
ucts of the refining process, each following its own pattern of demand and, with- 
in certain technical limitations, supply. The prices of each of the products in 
the various uses are effectively limited by alternative outlets and by the compe- 
tition of other forms of energy. If the price of residual fuel oil is below that 
of crude oil, this reflects merely the normal operation of its supply and demand 
position. In particular, fuel oil could not be sold consistently at a price higher 
than that of coal without losing a large part of its outlets, either immediately 
or after a delay sufficient to enable consumers to replace their fuel oil-burning 
equipment. 

50. This does not mean of course, that the actual fuel-oil price at any one 
point of time may not vary around the coal parity level, depending on the 
existing supply and demand situation. During times of shortages, the price of 
fuel oil has tended to rise and even surpass that of coal. At other times the 
fuel-oil price has been substantially below that of coal. The responsiveness of 
fuel-oil prices to changes in supply and demand is illustrated by the figures in 
table 11, showing the coal—fuel-oil price ratio at New York Harbor in recent 
years. Fuel-oil prices were low in early 1950 as a result of the recession in in- 
dustrial activity in the United States. Following the outbreak of the Korean 
war, with the renewed expansion of the United States economy and the rearma- 
ment effort of the free world, fuel-oil prices advanced. The rise would un- 
doubtedly have been greated if the United States Government had not enforced 
price controls, particularly during the second half of 1951 and early 1952, after 
the closing of the Abadan refinery. The supply position of fuel oil was reversed 


Statement of the Foreign Oil Policy Committee for Submission to the President’s 
Commission on Foreign Economie Policy, Pp. 40 and 42. 

11 National Coal Association, op. cit., P: 35. 

2 Foreign Oil Policy Committee, op. cit., p. 8. 

13 For example, Selling a product in a foreign market below the price for which the same 
product is sold in the domestic market (Sloan & Zurcher, a Dictionary of Economics, New 
York, 1949). 

14United States defense authorities expressed considerable concern over the tight 
residual fuel-oil situation, and in mid-1951 the Office of Price Stabilization permitted an 
increase in ceilings at the east coast to offset higher tanker transportation costs. 
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once again in the second half of 1952, reflecting the slowing down of industrial 
activity in the United States and many foreign countries, on the one hand, and 
the development of a large new refining industry in Europe, on the other hand. 
According, fuel-oil prices showed considerable weakness beginning in mid-1952 ; 
They could not respond in any other way to the operation of competitive forces.” 

51. The second question raised by the allegations of the coal industry is 
whether foreign (e. g., Caribbean) refiners might not depress the fuel-oil mar- 
ket by producing a higher proportion of residual fuel oil than the average per- 
centage consumed in world markets. In assessing this charge, it should be em- 
phasized that the product mix of Caribbean refiners must obviously be in line 
with the requirements of the outlets for Caribbean-refined products. These 
are now largely in the Western Hemisphere as the Eastern Hemisphere has 
become practically self-sufficieat. In addition, the quantity of gasoline which 
Caribbean refiners can sell is further limited largely to outlets outside the United 
States, as shipments into the United States market have to overcome an import 
tax of 52.5 cents a barrel. This tax is currently at the minimum level permitted 
under existing legislation. The foreign-refined product mix must, therefore, be 
determined by market factors and cannot be altered arbitrarily without regard to 
basie supply and demand considerations. 


EFFECTS OF RESTRICTING IMPORTS OF RESIDUAL FUEL OIL ON THE 
UNITED STATES ECONOMY 


52. The earlier discussion of the quantities of coal displaced by imported fuel 
oil indicated clearly that fuel oil imports could not have accounted for more than 
a very minor share of the total market losses suffered by the coal industry. On 
the other hand, it is of course conceivable—and it is no doubt their very purpose— 
that the proposed restrictions on fuel-oil imports might force some consumers 
to switch from residual fuel to alternate sources of energy, including coal. The 
following discussion attempts to measure the effect of such restrictions on fuel- 
oil supplies and the possible benefits which might accrue to the coal industry as 
a result. The analysis will be based on the provision of the Simpson bill and 
similar measures (as discussed in sec. Il) which would limit the importation of 
residual fuel oil in any quarter to 5 percent of United States domestic consump- 
tion of this product in the corresponding quarter of the previous year. 

53. If such a measure were in effect during the year 1954, the quantity of heavy 
fuel oil which could be imported would be limited to an average of 77,000 barrels 
per day (5 percent of domestic consumption in 1953 amounting, on the basis of 
preliminary data, to 1,545,000 barrels daily). Such a limitation would be 
equivalent to a reduction from the quantity actually imported in 1953—about 
370,000 barrels daily—of 79 percent. This would involve a cut of some 18 per- 
cent in total United States supplies of residual fuel oil. In the east and gulf 
coast areas combined, where the deficit would have to be made up, supplies would 
be reduced by 31 percent, as indicated in the table on the following page. 

54. A reduction of supplies of such magnitude would involve immediate serious 
shortages of fuel oil, leading to sharp increases in price and a shift to other 
sources of supply for all consumers who would be in a position to do so. In the 
short run, this would be possible only for that portion of industrial consumers 
possessing standby facilities for utilizing coal. In addition, part of the foreign 
purchasers of United States fuel oil and a portion of the vessels engaged in inter- 
national trade which had previously obtained their bunker requirements at United 
States ports could change to sources of supply outside the United States. The 
maximum reduction of fuel-oil reauirements which could be achieved by these 
adjustments of consumers, however, would probably not exceed 105,000 barrels 
per day ;** there would thus remain a deficit on the order of almost 190,000 barrels 
daily to be made up by increased domestic output of residual fuel oil. 


15 Weaknesses in residual fuel-oil prices obviously have a detrimental effect on foreign, 
as well as United States domestic, refiners. Between 1948 and 1949, for example, the 
income of the Venezuelan oil industry (after taxes) fell from $316 million to $210 million, 
although the volume produced remained virtually unchanged. 

16 Based on estimates of 55,000 barrels per day for industrial users (Office of Price 
Stabilization figure for 1951), exports from Atlantic and gulf ports and one-half of bunker 
requirements formerly supplied from imports (about 10,000 and 40,000 barrels a day in 
1953, respectively). 
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Effect of Simpson bill quota on residual fuel oil supplies of United States east 
and gulf coasts* 





{Thousands of barrels daily] 
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1 PAD districts I and III. 
? Preliminary. 

3 Estimated. 

Sources: U. 8S. Bureau of Mines and American Petroleum Institute. 











55. The task of filling a gap of this size would lead to the severest difficulties 
for the domestic oil industry and its customers. If it is assumed first (for the 
sake of argument) that domestic refiners were to make up the loss on the basis 
of present refinery yields, United States refineries (largely, of course, at the 
east and gulf coasts) would have to process over 1,100,000 barrels daily of 
additional crude oil. Such an increase, even if it were possible, would result 
in a large increase in output of gasoline and distillates for which no outlets 
exist, so that the prices of these products would be likely to fall sharply. In 
addition, however, the margin of excess refining capacity at the east and gulf 
coasts, where the bulk of the additional fuel oil would have to be produced, is 
insufficient for the additional refinery runs that would be required, even if it 
were operated at capacity levels.” 

56. As a practical matter, the oil industry might attempt to make up the 
residual fuel oil deficit by a combination of operating refineries at capacity rates 
and reversing the downward trend of heavy fuel oil yields. Such a reversal, how- 
ever, would not be commercially attractive unless refiners could obtain a price 
for their fuel oil which would at least cover the cost of the additional crude oil 
processed (without considering any additional refinery operating costs). In 
that event, of course, the existing market for fuel oil would be largely lost to 
competing fuels. If the price of fuel oil, on the other hand, were to rise only 
to the level of coal parity at the east coast (so that most present consumers 
would wish to continue to use fuel oil), the income which United States refiners 
could obtain from each barrel of crude oil processed would decline, as indicated 
in paragraph 33. This conclusion ignores, moreover, the probable adverse effects 
of increased production of the other refined products; in addition, it does not 
take into account any upward pressure on crude oil prices which might well 
make itself felt as the result of the large increase in refinery crude oil require- 
ments. 

57. Any limitation on imports of residual fuel oil such as that proposed in 
the Simpson bill would thus have a whole series of harmful consequences. It 
would ultimately tend to injure United States petroleum refiners, eliminate 
the margin of crude producing and refining capacity available for emergency, 
and deprive consumers of an economical fuel at a moderate price. It would, in 
fact, mean the introduction of end-use controls and consumer rationing. More- 
over, as discussed in chapter C of this section, such restrictions would have 
serious repercussions on the economies of Venezuela and the Netherlands West 
Indies, the export trade of the United States, and the entire field of United States 
foreign economic relations. On the other hand, whatever benefits the coal 
industry might be able to derive from restrictions on fuel oil imports must be 
weighed against the cost of such restrictions to the rest of the economy, par- 


ticularly to the consumer. 













































17 The excess refining capacit 


f at the east coast and Texas and Louisiana gulf coasts 
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TABLE 9.—United States sales of residual fuel oil, 1947 and 1950-52 
UNITED STATES EAST COAST! 


Thousands of barrels daily Percentage changes 


1951 1950 1947 1950-52 1947-52 


Total domestic sales 5 ‘ 753 


Railroads : 6 
Vessels 28 127 101 
Gas and electric powerplants 35 li 205 
Smelters, mines and manufacturing 

industries -_- ; 24: 224 
Heating oils_- 33 2s 127 
Military uses i 29 
Oil company fuel 5 ‘ 58 
Miscellaneous | 5 § 3 


TOTAL UNITED STATES 


Total domestic sales , 519 , 544 


Railroads 109 151 
Vessels 302 293 
Gas and electric powerplants 193 193 
Smelters, mines and manufacturing 

industries __- 433 431 
Heating oils 216 209 
Military uses 102 
Oil company fuel 149 
Miscellaneous. ---- 16 


Exports. | 76 | 


Grand total_-_- 


1PAD — No. I. 2 Less than 0.5 percent 
Source: U.S. Bureau of Mines 


TABLE 10.—United States consumption of bituminous coal and sales of residual 
fuel oil at United States east coast, 1947 and 1950-52 


UNITED STATES CONSUMPTION OF BITUMINOUS COAL AND LIGNITE 
[Millions of tons] 


Change 
1952 1951 1950 947 —— —__——-———- 
1950-52 1947-52 


Total domestic consumption : 418.7 468. 9 _ 44. 2 545. 9 —35. 5 5 —127.2 
Electric power utilities "103. 3 101.9 88. 3 86.0 0 +15. “+417. 3 
Bunkers foreign trade 9 im —1.0 
Railroads (class I) - - -- i aaeta 38.0 54.0 61.0 —23.0 —71.3 
Coke plants 97.5 113.4 103. 8 104.8 —6.3 —7.3 
Steel and rolling mills ; 6.8 8.0 7. 7 10.0 —.9 
Cement mills 8.1 8.5 7.9 7.9 +.2 
Other industrials 95.9 105. 6 98. 2 126.9 —2.3 | 
Retail deliveries b 76. 5 86. 6 _ 9. 2 —18.2 


Exports 6; 56. 25.5| 68.7 +22.1 


Grand total B6. "525. 6 479.7 614. 6 —13. 4 
U NITED ST ATES EAST COAST 1 1 SAL ES OF RESIDU AL FU EL OIL 
{Millions of tons coal equivalent 2] 


65. Oo B. . +0.1 
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+1.9 
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1 PAD distri district No. I. 
2 Converted at 4.167 barrels per ton (rough heat equivalent used by U. 8. Bureau of Mines). 


Source: U. 8, Bureau of Mines. 
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Exuisit 2.—Work stoppages in bituminous coal mining, 1927-52 











Number of = 
Year Stoppages | workers er 
| involved ms 

ct a et i i a ean eh 
1927 a gadis tie Te ieee eee eee 22 | 176, 000 23, 000, 000 
1928 _. : pinta Jdncuedasconeueudhéuntebsuesancuce = 30 63, 300 5, 940, 000 
1929.__- ; ahs £5 > Sse tehteactomiteeecnel 58 | 18, 100 182, 000 
1930___. “s - Seeindeeeaaaan imedinnawel 52 26, 800 883, 000 
1931 __. buScehuse ei mibinndsa’ are) 57 52, 400 1, 540, 000 
1932___- ‘ ssighhastmindiind eign dcnnnbbnapanep bine 43 63, 600 5, 910, 000 
Bs ascececeeee ddeeveneceuésibnosasteuinees aedbkase 102 142, 000 2, 210, 000 
1934 ae : na stinigtivn een aaiehaiagbnardtiniae 78 110, 000 1, 560, 000 
ica akdkdeeiil prints ie lin tas senlietialain dicate datiae a | 42 421, 000 2, 970, 000 
WE ae cecbinateie th Stink ett eee Pees) 38 19, 600 533, 000 
Og Nei nicminenionn ant cbiaw vase eReeeeaat ent 54 99, 300 1, 930, 000 
1938 abe . ‘ atvbkndanecke sitepieedennbdblewedsst 27 9, 500 133, 000 
Dk oninans teed dnnennnnened scunbeanhan Senhnabae peanuen | 25 | 355, 000 7, 300, 000 
1940 ‘ : Sedna paiainllig ined ahaha aback 34 | 24, 400 153, 000 
Beeb ccon . Sasenl pcnckekapendunab arena ce 75 593, 000 6, 750, 000 
I cnincsiennend ae ie iain aie enekedeanbhnbaeebedtnwh 96 | 43, 800 264, 000 
1943 . : <a a Mi biethsnehisawel 400 487, 000 7, 510, 000 
1944... neninane iptncinesnanieneReEees Sains 792 | 230, 000 1, 060, 000 
1945 anes * stonialiiennrackame att grin eats 598 582, 000 5, 010, 000 
1946 5 . Cece cnet haptics 485 834, 000 19, 500, 000 
| SR eee Jie vi at a ceils ia ab agialatia Din it | 415 490, 000 2, 190, 000 
 vitininanncktiswciuheridnnsshtungtentnnss Sienaan nants 561 582, 000 9, 560, 000 
PE neds ocduwccesonddseebnnetécenntéenscehebehavuanaseeines | 421 | 1, 130, 000 16, 700, 000 
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ee 5d duadinege adspe alte tee Se le Ge ee 549 213, 000 887, 000 
ls wnckin Kebntie denen eahiebicnn ngs eRe aew nna ac ae 560 | 472, 000 2, 760, 000 





Mr. Fiemmine. All I am indicating is that Mr. Elliott filed those 
statements with us in connection with the letter that counsel has just 
referred to. 

Mr. Harkins. And they were considered, I assume, in some degree 
by the consultants. 

Mr. Fiemmine. That is right; not only by the consultants, Mr. 
Chairman. That point of view was discussed quite thoroughly and 
exhaustively within the Cabinet committee itself as we sat around 
the table discussing these various issues, and part of the time we were 
discussing them with our task force, and they also brought up this 
particular point. 

Mr. Keatine. But the Cabinet committee did not just rubber- 
stamp what the task force of consultants had done? 

Mr. Ftemmina. It certainly did not, Mr. Congressman. I think I 
might describe just briefly the way in which it operated. It held 
quite a number of meetings itself, and in many instances with members 
of the task force present, where we argued with the members of the 
task force about points of view that they had advanced, and they in 
turn argued with us on points of view that we might have had, so 
that when it finally emerged, it represented an honest to goodness 
judgment on the part of the members of the committee. 

Mr. Keatine. Did the Cabinet members argue with each other? 

Mr. Fiemmina. Yes, sir. They argued, but they finally reached 
the kind of agreement that is reflected in the report itself. 

Mr. Keating. There was one question about this reduction in im- 
ports that I want to get clear in my own mind. This 7-percent reduc- 
tion which you spoke of was meant to be a 7-percent overall reduction 
in imports ? 

Mr. Ftemmine. That is right; 7 percent across the board. 

Mr. Keatrine. In other words, what you were seeking to bring 
about was a total overall 7-percent reduction ? 
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Mr. Fiemmine. That is right. 

Mr. Kearrne. But the letter went to some 40 companies; am I 
right? 

{r. FLemmine. Yes. 

Mr. Keatine. That would not, of course, reach companies very re- 
cently formed ? 

Mr. Fiemmine. To the best of our knowledge, Mr. Congressman, 
we have addressed letters to all companies that are doing any im- 
porting as of the present time. 

Mr. Keatine. As of the present time. Even up to now! 

Mr. Ftemminec. Well, I suppose if they came into existence within 
the last 20 or 30 days, they would not be on our list; but certainly 
very close to the pr esent. In fact, we got letters out to some compa- 
nies that have now written back saying that we were misinformed ; 
they are not importing, and so on. 

But we have tried to cover the whole field. 

Mr. Harkins. Dr. Flemming, when you wrote your letter of 
September 12 to the importing companies, you did not distinguish 
between residual fuel oil imports and crude oil imports, did you! 

Mr. Ftemmine. Well, I think that, as I recall it, there is included 
in the letter a statement about what the information showed was 
happening to crude and what was happening to residual and, of course, 
we did not make any specific suggestions or recommendations in the 
September 12 letter. All the September 12 letter did was to refer 
back to the Cabinet committee recommendation, and I am quite sure 
you are familiar with that. 

Mr. Harkins. Doesn’t the September 12 letter request individual 
voluntary action to meet the recommendation of the Cabinet com- 
mittee ? 

Mr. Fiemmine. The Cabinet Committee recommendation. 

In other words, it goes right back to the original recommendation. 

Mr. Harkins. And the Cabinet Committee recommendation did not 
make a distinction between imports of residual fuel oi] and imports of 
crude oil in its discussion of the appropriate ratio to be maintained ? 

Mr. FLtemminec. That is correct on the ratio. It said: 

The Committee recommends, however, that if in the future the imports of crude 
oil and residual fuel oils exceed significantly the respective proportions that such 
imported oils bore to domestic production of crude oil in 1954, appropriate ac- 
tion should be taken. 

Then you have to go back up to the first paragraph of the recom- 
mendation : 

The Committee believes that if the imports of crude and residual oils should 
exceed significantly the respective proportions that these imports of oil bore to 
the production of domestic crude oil in 1954. 

I may say that was deliberate and intentional, to group them to- 
gether in that particular way. The Committee had tried other ap- 
proaches to it, and for one reason or another had discarded them as 
being unsatisfactor y, and finally decided to word it in that way. 

Mr. Harkins. The fact is that the Cabinet Committee recommenda- 
tion considered i impor ts of crude and residual, as compared to domestic 
production of crude? 

Mr. Fremmine. That is right. 
67271—56—pt. 318 
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Mr. Harkins. And your September 12 letter still continued that 
srouping of residual and crude? 

Mr. Fiemmine. Certainly, at least by reference, back to the report. 

1 am not sure of the exact Wording. But the end result is as you have 
indicated. 

Mr. Harkins. Yes. And you continued this in your request in 
your September 12 letter—you did not request; you just advised the 
companies that the ratios were out of balance, and that it might be 
necessary to take more stringent action under the Trade Agreements 
Act? 

Mr. FtemMinc. Yes. We said that the situation, stated simply, is 
that, considering the picture as a whole, the decisions that have been 
made to date will not assure the maintenance of that amount of oil 
production, and so on, and then said : 

I should very much appreciate receiving any suggestions from you that you 
consider pertinent to the problem. 

Mr. Harkins. The October letter says you found that request for 
voluntary restrictions of residual oil had been effective ¢ 

Mr. Fremnine. Right. 

Mr. Harkins. And that imports of residual oil were now in accord 
with the proportions recommended by the Cabinet Committee ? 

Mr. FLemminG. That is right. 

Mr. Harkins. Have you been able to determine as a result of your 
surveys when the importing companies took action to bring residual 
imports into compliance with the Cabinet Committee for mula? 

Mr. FiemMine. Well, on the basis of the information that is avail- 
able to us now, it has been and will be an evolutionary process, be- 
cause what we did, of course, was to take a look at the actual picture 
from April 1 up until the time that we have our last statistical infor- 
mation on actual performance, and then we took the projections for 
the remainder of the period, and on the basis of the actual performance 
to date, and the projections for the future, we arrived at the con- 
clusions that are reached in the October letter. 

I think I should be perfectly frank and say that we had initially 
been looking at this from January 1 down to the last date on which 
you could get reports on actual performance, and then projecting 
through to the rest of the year. But for the reasons indicated in my 
October letter, we decided that that, after all, was not quite a fair 
procedure, because the companies had not wel any opportunity to 
respond to the Cabinet committee recommendations during the first 
quarter of the year. 

After all, we did not file our report until February 28, and they 
could hardly turn around fast enough to reflect very much during 
the month of March. 

So we decided to take it from April 1 to the end of the year. And 
in view of the fact that there was a very definite trend evident on the 
part of the importing companies as far as residual oil is concerned, 
in the direction of our recommendation, of course, it showed up in the 
way in which we have indicated in our letter. 

Mr. Harkins. I am trying to ascertain the approximate time when 
various importing companies started to respond to the Cabinet com- 
mittee’s recommendation. On August 5, your letter there was simply 
asking for statistics and for a statement of ‘policy ? 
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Mr. Fiemmine. That is right. 

Mr. Harkins. In the responses to that letter, do you have advice by 
some of the companies that they have been attempting ever since the 
Cabinet committee’s recommendation to conform their imports with 
that recommendation ? 

Mr. Fremmine. Yes. Of course, the picture varies from one com- 
pany to another, but there is not any doubt at all but that some com- 
panies began to move in that direction very soon after the Cabinet 
committee recommendation was made; others, not until a later date; 
and still others, more recently. 

Mr. Harkins. Would there be any reason why these statements of 
policy should not be made available to the committee ? 

Mr. Ftemmine. You mean the company’s statements of policy ¢ 

Mr. Harxrns. Yes. 

Mr. Fremmuine. Mr. Chairman, that information is regarded, par- 
ticularly so far as their projections are concerned, as confidential by 
us. We have not made it available to anyone, and it seems to me that 
it should not be. 

Mr. Harkins. There have been some press reports, particularly 
from Gulf Oil Co. and Standard Oil Company of California that in- 
dicate that those companies told you that they had been trying all 
along to maintain the percentages of the Cabinet committees’ recom- 
mendation. 

Mr. Fiemmine. That is right. Some companies released to the 
press their letter to me, which, of course, is their privilege if they want 
todo it. It is perfectly O. K. But we have not released any informa- 
tion supplied us by the companies. 

Mr. Harkins. I will show you a letter addressed to you from John 
H. White, chairman of the National Oil Jobbers Council, and ask 
you to identify it. 

Mr. Ftemminc. Thank you. I identify it. 

Mr. Harkins. That is a letter that you received ? 

Mr. Fitemmine. That is right. I received the letter. 

Mr. Harkins. This is a letter dated September 19 that apparently 
was written to Dr. Flemming as a result of his September 12 letter 
to the importing companies, signed by John H. White, chairman, 
National Oil Jobbers Council. I will read parts of it: 

We became particularly apprehensive when you failed or refused to appoint 
a representative jobber as a member on the industry advisory committee, which 
committee was to advise you and the Cabinet Committee prior to the issuance of 
its report on energy supplies and resources policy released on February 26, 1955. 
The integrated companies as well as the independent oil producers were ade- 
quately represented on this advisory committee, but no one was a member who 
either knew or had an appreciation of the jobbers’ interests in petroleum imports. 
This, despite the fact that you had been previously advised that independent 
jobbers distributed well over 50 percent of the imported residual oil—a com- 
modity that was one of the principal bones of contention. When the Cabinet 
Committee’s report was released, the part dealing with the oil imports problem 
reflected a lack of consideration for jobber interests, and, for that matter, 
appeared to have been born more of political expediency than supported by fact. 

I will skip some. The letter contains questions to you as to what 
you should have considered : 


Further, have you given consideration to the fact that the situation as it 
relates to crude oil is different from the situation as it relates to residual oil, 
asphalt, and certain specialty crudes? Your letter makes no mention of differen- 
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tiation despite the fact that any informed man in the petroleum industry, how- 
ever biased, would tell you that all imported oils cannot be considered alike from 
the standpoint of national need and national security. 

Third, what consideration, if any, have you given to the jobbers and inde- 
pendent distributors of residual oil and their industrial customers? Are you 
aware that independent jobbers built thousands of barrels of additional storage 
under privileges of accelerated amortization because such storage was deemed 
necessary for the purpose of national defense? 


Accelerated tax amortization for jobbers would be granted by your 
office, would it not? 

Mr. FiemmMine. It has been in the past. That is either our office or 
the former Defense Production Administration. 

Mr. Harkins. I will continue reading: 


A considerable portion of this storage, if your proposed program continues 
unabated, could well be rendered idle along with the transport and distribu- 
tion facilities now owned by these jobbers. What inducement remains for 
jobbers to continue to expand their storage facilities, which would be needed in 
time of war, if an official of the Federal Government can step in and by the exer- 
cise of threatening language deprive this jobber of adequate sources of supply? 
It is our opinion that as a result of previous activities of your office the two 
principal importers of residual oil have voluntarily restricted their importations 
of this commodity. The result has been the creation of a situation of tight 
supply with the normal economic consequence that the price has been increased— 
in this instance, 30 cents per barrel. Already industrial facilities have been 
forced to pay this additional price in order to subsidize the whims and demands 
of the coal industry and some millionaire oil producers from the State of Texas. 
Where this price situation will end, no one knows. As to how extreme the 
situation on supply will become during the coming winter will depend upon the 
severity of the winter. Jobbers are already advising this customers the prin- 
cipal blame for the price increase should be laid at the door of the Office of 
Defense Mobilization and the President’s Cabinet Committee. As and when the 
supply situation becomes more acute, you may be assured that the same door- 
steps will become the resting place for the complaints which arise from that 
condition. 

Mr. Kearine. That sounds like some of the letters that Congressmen 
get. 

The CuatrMan. Do you have a comment on that, Doctor ? 

Mr. Fiemoine. Mr. Chairman, I do not think that I should attempt 
to argue all of the points in the letter. That is one of quite a number 
of letters that we have received expressing various points of view. 
They are letters that I have read carefully and considered before we 
put out our last communication, hich in a sense is an answer to many 
of those letters. 

But we will now pick them up 1 by 1 and try to deal as adequately 
as we can with the points raised. 

Mr. Keatrnc. I was inclined to share his viewpoint until I heard 
that letter. 

(The letter from the National Oil Jobbers Council to ODM, dated 
September 19, 1955, is as follows :) 

NATIONAL O11 Josrers CouNctt, 
Washington, D. C., September 19, 1955. 
Dr. ARTHUR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Executive Office of the President, 
Washington, D.C. 


DeAR Dr. FLEMMING: I, as well as the organization which I represent, have 
been following the activities of the President's Committee on Energy Supplies 
and Resources since its establishment, as well as your activities in connection 
with the issue of oil imports. 
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We became particularly apprehensive when you failed or refused to appoint a 
representative jobber as a member on the Industry Advisory Committee, which 
Committee was to advise you and the Cabinet Committee prior to the issuance of 
its report on energy supplies and resources policy released on February 26, 1955. 
The integrated companies as well as the independent oil producers were ade- 
quately represented on this Advisory Committee but no one was a member who 
either knew or had an appreciation of the jobbers’ interests in petroleum imports. 
This, despite the fact that you had been previously advised that independent 
jobbers distributed well over 50 percent of the imported residual oil—a com- 
modity that was one of the principal bones of contention. When the Cabinet 
Committee’s report was released, the part dealing with the oil-imports problem 
reflected a lack of consideration for jobber interests, and, for that matter, 
appeared to have been born more of political expediency than supported by fact. 

We had hoped that no further attempt weuld be made to put into effect the 
unworkable, inequitable, and erroneous formula promulgated by the Cabinet 
Committee. After reading with considerable bewilderment and alarm your press 
release No, 430, dated Tuesday, September 13, 1955, which includes copy of a 
letter which you sent to 18 companies engaged in the importation of oil into 
the United States, it now appears that these hopes were futile. Your letter 
clearly says, as well as implies, that unless the importing companies restrict 
their imports to bring them in line to the standard set by the Committee that the 
Government will have to take action as provided for in the Trade Agreements 
Extension Act of 1955. The position of your Office as reflected by this letter, 
coupled with previous actions and events, poses in my mind some extremely 
vital questions and problems. The principal among them are as follows: 

First, by virtue of what statutory authority do you, as Director of the Office 
of Defense Mobilization, have the right to coerce or threaten companies import- 
ing crude oil and products to the point of requiring them to voluntarily limit or 
restrict imports of these commodities? Our general counsel advises me that 
your authority under the act is limited to advising the President whenever you, 
as Director of Office of Defense Mobilization, have reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security. We fail to find that this act or, for that matter, 
any other act gives you the right, under the circumstances now existing, to take 
action which would result in restraint of trade and commerce. Now that you 
have sent this letter which, if adhered to, would result in restraints on trade 
and commerce, it could well be that you have placed the recipients in a most 
dangerous position from the standpoint of prosecution even though they might 
otherwise have been willing to conform by way of making further reductions in 
imports scheduled for the remainder of 1955. I daresay that if the president 
of any importing company involved had been in position to, and did, exercise 
the same degree of duress to obtain restrictions on imports from his fellow 
importers, he would probably be indicted within the week. Undoubtedly it was 
your intention to pursue a practical course to achieve voluntary restrictions 
without feeling that you were compelled to recommend more stringent action. 
However admirable or desirable a practical course might have been, the fact 
remains that you may have taken a course, the very nature of which may pre- 
clude attainment of its objective. 

Second, even if you had the statutory authority to pressure importers into 
restricting the volume of their individual importations of crude and residual oil, 
it appears to us that you have not given consideration to all pertinent and rele- 
vant factors before arriving at the determination that the national security is 
being threatened by excessive imports. It appears that you have arrived at 
this determination solely on the basis of fact that the ratio of imports of crude 
and residual to domestic production of crude oil in 1955 exceeds the proportions 
that existed in 1954. Apparently you failed to note that the Cabinet Committee’s 
formula, even if a correct one, was not made public until after 2 months of 
1955 had transpired. Even if the importers had seen fit to comply, they could 
not wipe out their imports for these 2 months nor could they turn tankers around 
at sea, breach contracts for tanker transportation and supply, and otherwise 
shut off imports as if they were controlled by a spigot. Certainly, the most that 
could have been expected of these companies under any reasonable interpreta 
tion would have been that they maintain these ratios for 1955 beginning a 
reasonable time after notification of the Cabinet Committee’s viewpoint. Fur- 
ther, are you aware that one of the principal complaining industries—the coal 
industry—is enjoying one of the best years of domestic sales it has had in some 
time and its prospects for foreign sales are extremely bright? Are you aware 








1462 WOC’S AND GOVERNMENT ADVISORY GROUPS 


that domestic production of crude oil has increased considerably and that the 
current rate of drilling, if continued for the remainder of the year, will possibly 
set a new record? Are you aware that the price of domestic crude oil continues 
to remain firm in the face of complaints about oversupply? Is there evidence 
of any producers or integrated companies going out of business or being jeopard- 
ized in any manner that would result in impairment of our national security? 
In brief, Dr. Flemming, what are the actual facts or factors resulting from 
excessive imports that are in any manner threatening to impair the national 
security? Frankly, the only threats to national security that we can see are 
that the restraints thus far imposed on residual oil have created a tight supply 
with a consequent increase in price of 30 cents per barrel, all to the disadvantage 
of the independent jobber distributor and thousands of industrial concerns who 
will rely solely on residual oil for their fuel needs during the coming heating 
season. We would also like to pose this further question. Assuming for the 
sake of argument that the Cabinet Committee's formula was correct at the time 
agreed upon, have you, in the light of these other factors, considered that the 
desirable proportionate relationships between imports and domestic production 
he reviewed from time to time in the light of industrial expansion and changing 
economic and national defense requirements? The quoted portion of the ques- 
tion is one of the recommendations made by this same Cabinet Committee. 

Further, have you given consideration to the fact that the situation as it 
relates to crude oil is different from the situation as it relates to residual oil, 
asphalt, and certain specialty crudes? Your letter makes no mention of differ- 
entiation despite the fact that any informed man in the petroleum industry, 
however biased, would tell you that all imported oils cannot be considered alike 
from the standpoint of national need and national security. 

Third, what consideration, if any, have you given to the jobbers and inde- 
pendent distributors of residual oil and their industrial customers? Are you 
aware that independent jobbers built thousands of barrels of additional storage 
under privileges of accelerated amortization because such storage was deemed 
necessary for the purposes of national defense? A considerable portion of this 
storage, if your proposed program continues unabated, could well be rendered 
idle along with the transport and distribution facilities now owned by these 
jobbers. What inducement remains for jobbers to continue to expand their 
storage facilities, which would be needed in time of war, if an official of the 
Federal Government can step in and by the exercise of threatening language 
deprive this jobber of adequate sources of supply? It is our opinion that as a 
result of previous activities of your office the two principal importers of residual 
oil have voluntarily restricted their importations of this commodity. The result 
has been the creation of a situation of tight supply with the normal economic 
consequence that the price has been increased—in this instance, 30 cents per 
barrel. Already industrial facilities have been forced to pay this additional 
price in order to subsidize the whims and demands of the coal industry and 
some millionaire oil producers from the State of Texas. Where this price situa- 
tion will end, no one knows. As to how extreme the situation on supply will 
become during the coming winter will depend on the severity of the winter. 
Jobbers are already advising their customers the principal blame for the price 
increase should be laid at the door of the Office of Defense Mobilization and the 
President’s Cabinet Committee. As and when the supply situation becomes more 
acute, you may be assured that the same doorsteps will become the resting place 
for the complaints which arise from that condition. 

I am at the moment tempted to recommend that you proceed with the taking 
of such stringent steps as you deem necessary toward the end of imposing man- 
datory restrictions on crude oil and residual oil, if for no other purpose than to 
permit a conclusive determination that the formula on which you base your 
determinations is inaccurate and further, that no other rigid formula will work. 
I cannot, however, make such recommendation for the reason that the damage 
and the injury that would result would not be worth the price of shutting up 
some of these greedy pressure groups that have foreed the situation to its 
present status. I can only suggest that before further action is initiated of a 
more stringent nature, more careful consideration be given to whether or not 
our rational secnrity is actually being threatened rather than springboarding 
to that conclusion from a formula which has already been proven to be er- 
roneous. 

Very truly yours, 


JoHN H. Waite, 
Chairman, National Oil Jobbers Council. 
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Mr. Harkins. With respect to the impossibility or the inappropri- 
ateness of lumping together imports of crude oil and residual oil, 
when you compare them to domestic production of crude oil, does not 
your action in the October 29 letter support the validity of the con- 
tention made by Mr. White in this letter I just read ? 

Mr. FiemMine. I do not quite follow you on that. I am sure there 
was nothing in our Cabinet Committee report that we were not going 
to take a look at the residual oil situation, separate and apart from 
the crude oil. I mean, it would be utterly unrealistic for us not to 
do that. And we have been doing it all the way along. I mean, from 
the time we got our statistics, we took the residual and projected that 
and took a look at that picture, and as a result of taking a look at that 
picture, of course, we have arrived at a different conclusion relative 
to residual than we have arrived at relative to crude. 

I assume that the gentleman who wrote that letter would not object 
to our doing that in arriving at a separate conclusion. 

Mr. Harkins. I have no idea what his reaction would be. But the 
fact is that when the Cabinet Committee recommendation came out, 
it related domestic production of crude oil to imports of crude and 
imports of residual ? 

Mr. Ftemoine. That is right. 

Mr. Harkins. And when you wrote the so-called threatening letter, 
or whatever ei is, requesting voluntary individual action on Septem- 
ber 12, you continued that grouping ? 

Mr. Fiemmine. I mean, we did not separate the two in that letter 
inany way. That is right. 

Mr. Harkins. And then in your October 29 letter, you did separate 
the two! 

Mr. Fiemmine. That is right, because at that particular point in 
our October 29 letter, we were beginning to get specific in terms of 
making specific suggestions, and consequently we felt that in all fair- 
ness to the residual people, that we should separate and take a look 
at what had happened in that area and arrive at a conclusion, and 
then take a look at what had happened in the crude-oil area and arrive 
ata conclusion on that. That is all we did. 

Mr. Harkins. Do you feel that if you had had a jobber repre- 
sentative in the group of consultants, that perhaps you could have 
reached this conclusion back when the Cabinet Committee formula 

was first devised ? 

Mr. Ftemmine. Well, the action taken on October 29 is not at all 
inconsistent with the recommendation in the Cabinet Committee. But 
let me be more specific in answering your question. 

The point of view of the jobbers council was considered, was given 
very careful consideration, in connection with the recommendations 
that were made by the Cabinet Committee. But again going back to 
my other point, there was certainly nothing in that Cabinet Committee 
report that suggests that we were not going to, in terms of perform- 
ance, take a look separately at residual as contrasted with crude. 

(The subcommittee staff compiled the following tables which show 
during the period January 1953 to August 1955 domestic production 
of residual fuel oi] never was sufficient to meet domestic demand :) 
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Residual fuel oil 


(Thousands of barrels] 
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! Source: Monthly Petroleum Statement, No. 385, U. S. Department of Interior, Bureau of Mines. 

2 Source: Monthly Petroleum Statement Nos. 374-386, U.S. Department of the Interior, Bureau’of Mines. 
8 Source: Monthly Petroleum Statement, Nos. 387-394, U. 8. Department of Interior, Bureau of Mines. 


Mr. Harkins. In connection with that, in your October 29 letter, 
you note that during the fourth quarter of 1955, residual imports will 
be below the Cabinet Committee recommendation; is that correct ? 

Mr. FLemmine. In my October 29 letter ? 

Mr. Harkins. Your October 29 letter-—— 

Mr. FLemnina. Yes, that is right. 

Mr. Harkins (continuing). Comes to the conclusion that the resid- 
ual imports would be below the Cabinet Committee recommendation. 

Mr. Ftemmine. Yes, actually by, as I recall it, 7,000 barrels for that 
period. 

Mr. Harkins. Do you think in view of that that imports of residual 
fuel oil should be increased at this time ? 

Mr. FLtemmine. Well, it is perfectly clear that we say that on the 
basis of the information that has been supplied us, as to what the com- 
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panies plan to do, we say that there will be residual fuel oil imports 
of 7,000 barrels per day under the Committee recommendation. It is 
clear that if the imports were stepped up by 7,000 barrels per day, that 
they would still be in conformity with the Cabinet Committee’s recom- 
mendation. 

Mr. Harkins. This letter does not request that residual imports be 
stepped up, does it ? 

Mr. Fitemmine. No. It simply makes the finding that with respect 
to residual fuel oil, the situation appears to be in accord with the Com- 
mittee recommendation on the basis of information now available. 

I think you will agree that 7.000 barrels per day is not a very wide 
margin, but there it is, and it is clear that if imports were stepped up 
by 7,000 barrels per day, the situation would still be in line with the 
Cabinet Committee recommendation. 

Mr. Kearine. What are your imports per day? I am trying to fig- 
ure out what this 7,000 barrels is comparable to. 

Mr. Fiemmrina. I will give you that. 

While that is being checked, Mr. Chairman, I would like to call at- 
tention to the fact, in line with our previous discussion, that in a release 
dated August 8, I said that after consultation with the Advisory Com- 
mittee on Energy Supplies and Resources Policy, I called upon oil 
companies for information on their crude oil refined products and 
residual oil imports for the first 7 months of the year and their planned 
import operations for the next 11 months. 

In other words, we broke it down in connection with the first re- 
quest that we made. 

Residual oil imports: 404,000 barrels per day during the first 9 
months of this year as compared with 334,000 barrels per day during 
the comparable period of 1954. 

Mr. Kearina. So that 7,000 barrels a day is a fairly insignificant 
portion ? 

Mr. Fiemmuina. That is right; it is about 2 percent. 

Mr. Kearine. Two percent? 

Mr. Fremmine. Or less than that. 

Mr. Harkins. Do you know when Esso Standard Oil Co. started— 
that is as subsidiary of Standard of New Jersey—started restricting 
imports of residual fuel oil pursuant to the recommendations of the 
Cabinet Committee ? 

Mr. Fiemmine. I do not. 

Mr. Harkins. Have not your requests for statement of policy indi- 
cated that to you ? 

Mr. Fiemmuinea. Well, again, of course, that goes back. We have in- 
formation from them as to what they have done and what they plan 
todo. Now, of course, what they have done is a matter of record—any 
cutbacks. And we can establish that and will be glad to provide it. 
What they plan to do we do not feel should be revealed. 

Mr. Harkins. I am interested in when they started restricting im- 
ports of residual fuel oil. Could you supply that date for us? 

(The matter referred to is as follows :) 

The following statement was made by Mr. M. J. Rathbone, president, Standard 
Oil Co. (New Jersey) at the 73d annual meeting of the company on May 25, 1955: 

“Last year I reported on some of the more important problems which we in 


the oil industry generally faced. One was the attempt to restrict oil imports 
into the United States. This continued to be a live question through 1954, 
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with many domestic oil producers and coal interests strongly advocating legis- 
lative restrictions and others, including Jersey, opposing such restrictions just 
as strongly. 

“In late February a Presidential Cabinet Committee issued a report. stat- 
ing that crude and heavy fuel oil imports should not exceed significantly their 
1954 ratio to domestic crude production. It also stated that the implementa- 
tion of this policy statement should be left to the voluntary, individual actions 
of the importing oil companies, but that, if this voluntary approach were not 
effective, other appropriate action should be taken. Recently, the Senate passed 
a bill to extend the Trade Agreements Act, with a provision empowering the 
President to restrict imports when their level threatens to impair the national 
security. 

“Jersey affiliates, therefore, are restricting their imports of crude oil during 
1955 to the 1954 level. Product imports, which are almost entirely heavy indus- 
trial fuel oil, since April 1 have been restricted to the amount imported in the 
last 9 months of 1954, plus 4.5 percent, the latter figure corresponding to this 
year’s anticipated increase in domestic crude production. 

“Under this program Jersey and its affiliates are conforming with the current 
policy expressions of the Government. It is to be hoped that voluntary action 
by importing companies will solve the problem since, in our opinion, legislative 
or administrative restrictions would eventually cause great harm to the oil 
industry, as well as to our national security.” 

Mr. Fiemmina. I will be glad to check that. 

Mr. Harkins. On July 11 and August 8. 

Mr. Fiemnine. Mr. Chairman, could I just check a minute? 

Mr. Chairman, going back to your last request, I would want to 
check-further on that. My understanding is that the Federal Govern- 
ment bas never published statistics showing what individual com- 
panies have done along this particular line on a month-to-month basis. 
However, that similar information has been filed with the Tariff 
Commission, and it is possible that that has been made public. In 
other words, all I am asking, Mr. Chairman, is for the opportunity 
to check and see under what conditions that information has been 
filed and how it has been handled. 

The Cuatrman. Do you know, Dr. Flemming, that on July 8 and 
also on August 8, Standard Oil of New Jersey, through its subsidiary, 
announced - price increases of 15 cents on each of those occasions for 
residual fuel oil delivered to the east coast ? 

Mr. Fiemmrna. Yes, sir; I think we discussed that yesterday, and 
I indicated at that time that I did know that. 

The Cuarrman. Would you say that is the result of the procedure 
that you asked, namely, the establishing of a quota on importations? 

Mr. Fremmine. Mr. Chairman, I will try to be consistent with the 
answer that I gave yesterday to that same type of inquiry. It may 
have been one of the factors that entered into it, but let us keep in 
mind the fact that the demand has gone up consider: ably, and I think 
we should also keep in mind the fact that at roughly about the same 
time, there was also an increase in coal prices, likewise reflecting an 
increased demand, and as I indicated in my letter, that increased 
demand has been considerable, apparently, on the east coast. 

I would be the last to try to argue or deny that that did not have 
anything to do with it at all; at the same time, I am sure that a careful 
analysis would indicate that it is not the sole contributing factor. 

The Cuatrman. Is it not true, as far as you know, that the other 
suppliers following the lead of Standard Oil of New Jersey, likewise 
increased their prices 30 cents a barrel for delivery on the east coast? 

Mr. Fitemmrne. It is my understanding that on the east coast there 
was a general increase of 30 cents per barrel. 
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The Cuarrman. Is it to be expected that voluntary limitation of 
petroleum imports will result in high gasoline and fuel prices in the 
United States because of suppression of supply ? 

Mr. Fiemmuine. Mr. Chairman, I don’t think that anyone can make 
any prediction. We noted yesterday that as far as crude oil is con- 
cerned there had been no change in price. And as you have just indi- 
cated, as far as the residual oil and coal are concerned, it is pretty 
clear that part of the price increase was in response to the normal 
law of supply and demand, and that there was a pretty sharp stepup 
in demand. 

Mr. Harkins. Mr. Chairman, I would like to introduce into the 
record excerpts from Platt’s Oilgram Price Service for specific dates. 
That is a price service that is utilized in the petroleum industry. On 
July 12: 

Esso Standard boosts residual prices. Advance will be 15 cents a_ barrel 
for No. 6 fuel. 

And one paragraph says: 

Esso in recent weeks has been active buyer of residual from west coast. 
Purchases were made to meet its eastern marketing commitments, and at same 
time to abide by Cabinet Fuels Policy Committee recommendations—that imports 
not substantially exceed 1943 relationship to domestic crude protection. 

And the rest of them indicate that on July 13 Atlantic increased 
its price; on July 14 Socony, Gulf, and Sun raised their prices. And 
it also discusses how the price movement increases along the entire 
east coast and in the interior marketing area. These extracts are 
submitted for the record. 

The CuHarman. They will be accepted. 

(The documents referred to are as follows :) 


JuLy 12 
ESSO STANDARD BOOSTS RESIDUAL OIL PRICES 


New York, July 11.—KEsso Standard Oil Co. will make general advance in 
its prices for heavy fuel oils along the east coast effective July 12. Advance 
will be 15 cents per barrel for No. 6 fuel, and generally 8S cents per barrel for 
No. 4 fuel, 11 cents per barrel for No. 5. Exception is company’s No. 6 price at 
Philadelphia, up 18 cents to $2.53 for tank-car lots. 

Esso’s new prices for No. 6 in tank-car lots wil! be: 


TN I lta RE, SE ene i le tar ae ill ea a ai aaa . $2.53 
Philadelphia_____ clas Mpa cs Se a sean hae tela a Maal i lk 2. 53 
Ma a a he can al i an ei ed Bil i annie =a 
Mae anak Sie, cnssanan aceasta i lai i ia si ciieaniieisndinicadhce \ Sa 
ee 2. 45 


Esso’s No. 4 fuel price at New York Harbor will be advanced to $3.99 per barrel 
for tank-car lots, $3.36 for barge lots. For No. 5 oil, company will post $2.98 
tank cars, $2.95 barges. 

Company’s residual prices at gulf ports are not included in current move. 

Esso in recent weeks has been active buyer of residual from west coast. Pur- 
chases were made to meet its eastern marketing commitments, and at same time 
to abide by Cabinet Fuels Policy Committee recommendations—that imports not 
substantially exceed 1954 relationship to domestic crude protection. 

Esso to date has bought approximately 4.9 million barrels of west coast resid- 
ual, most of which will be delivered to east coast during third quarter of this 
year. 

TWO MORE UP PHILADELPHIA NO. 6 PRICES 


PHILADELPHIA, July 11.—Two more suppliers in this area--Gulf Oil and 
Sinclair Refining—have advanced their prices for residual fuel oils. 
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Gulf Oil, effective July 8, increased its low sulfur No. 6 oil prices 15 cents, to 
$2.65 tank cars, $2.62 barges. 

Sinclair on July 11, advanced its ordinary No. 6 prices 3 cents per barrel, to 
$2.38 tank car, $2.35 barges. Company also is moving up 18 cents for 1 percent 
maximum sulfur No. 6 to $2.68 tank car, $2.65 barges. 

> ~ * * * * - 


Jury 13 
ATLANTIC INCREASES PHILADELPHIA RESIDUAL PRICES 


PHILADELPHIA, July 12.—Atlantic Refining Co. reports increases in its prices 
for residual fuels at Philadelphia, effective July 13. Advance will be 15 cents 
per barrel on Nos. 4 and 5 oils, and 18 cents per barrel on both ordinary and 
low sulfur No. 6. Increase applies to all methods of delivery. 

Atlantiec’s new wholesale prices at Philadelphia will be: 








Tank cars Barges 
eo onion em mpd mmesie ou ene deer eee tianain tire heh ene OUI at acne eters eee alr $3. 46 |_- bie , 
UI ee oe Ae ak hap as ee age en SCL Gee eee a ae £3 4... ae 
No. 6 fuel, regular ite tenis Mins ihc Liag =. = 2a cer aie ce ae eee See 2. 53 | $2. 50 
No. 6 low sulfur. -. pngniunnn 2. 68 | 2. 65 


JuLy 14 
SOCONY, GULF, SUN HIKE RESIDUAL PRICES 


New York, July 13.—Socony Mobile and Gulf Oil were among major suppliers 
announcing higher residual fuel prices in the East today. Sun Oil Co. also 
scheduled 15 cents per barrel increases, effective July 14, on its regular and low 
sulfur No. 6 oil at Philadelphia. 

Socony raised its wholesale postings for No. 6 fuel 15 cents at all eastern points 
except Philadelphia, where increase is 18 cents per barrel, and Buffalo, where 
price is unchanged. Same increases apply to company’s bunker C, ships’ bunkers, 
prices at North Atlantic ports. 

On No. 4 oil, Socony’s New York tank-car prices are unchanged, but tank 
wagon is raised 0.19 cent per gallon to 11.56 cents in New York. And No. 5 is 
up 11 cents, to $3.36 per barrel, at Boston and Providence. 

Gulf’s new prices, effective today, generally are up 15 cents per barrel on both 
ordinary and low sulfur No. 6 and bunker C from Norfolk north. Current in- 
crease in low sulfur residual prices is in addition to 15 cents per barrel hike an- 
nounced last week (see July 12 Oilgram), and maintains 30 cents per barrel 
differential between Gulf's two grades of No. 6 fuel at New York, Philadelphia, 
and Providence. 

On No. 5 fuel Gulf increased 15 cents per barrel at Philadelphia, 11 cents at 
Providence, posting $3.21 and $3.36 per barrel respectively. Gulf’s No. 4 oil prices 
at New York are up 8 cents per barrel to $3.39 and $3.36 per barrel for tank cars 
and barges, respectively. 


ATLANTIC COAST 


Higher residual prices were general from Norfolk north, except at Philadelphia, 
as all suppliers but Sun moved up effective today. Sun's increases will be effec- 
tive July 14. (See previous item.) 

All suppliers now post $2.53 tank cars, and $2.50 barges (increases of 15 cents 
per barrel) for ordinary No. 6 at New York and Baltimore. Like increases also 
have been made at Boston, Charleston, New Haven, Providence, Portland, and 
Norfolk. 

Feature of higher residual price trend was establishment by Gulf Oil and other 
suppliers of 30 cents per barrel differential between ordinary and low sulfur No. 
6 fuel at New York and Philadelphia. Differential in past has ranged between 
10 and 20 cents per barrel. 

e * 2 ® . ° 
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JuLy 15 
ATLANTIC COAST 


Sun Oil Co.’s residual price hikes became effective at Philadelphia today, and 
all suppliers have now met recent increases on regular No. 6 fuel. On low sulfur 
material, prices also are generally at higher levels, except at Philadelphia, 
where one supplier’s maximum 1 percent sulfur No. 6 is still only 15 cents a 
barrel over the regular fuel price. 

* + * * * * 2 


JuLY 18 
GULF BUNKER PRICES UP 


New York, July 15.—Esso Standard Oil Co. will advance its heavy fuel prices 
at points where it furnishes material at the gulf, effective July 16. Company's 
No. 6 prices will be increased 15 cents a barrel; No. 5, 12 cents. 

At Baton Rouge and New Orleans, Esso will post $2.23 a barrel for No. 6 
in tank car lots, $2.20 for barges and ships’ bunkers. Tank car No. 5 at these 
points will be $2.72 with barges 3 cents lower. 

On July 12 Esso advanced its residual prices in the East. (See Oilgram that 
date. ) 





STANDARD OIL, KENTUCKY, HIKES RESIDUAL FUEL PRICES 


LOUISVILLE, July 15.—Higher residual prices, which were announced in the 
East this week, will spread southward Monday. Standard Oil Co. (Kentucky) is 
increasing its No. 6 oil and bunker C fuel prices 15 cents a barrel, effective July 
18, throughout the area in which it markets. 

Standard’s new residual prices will be: Jacksonville, $2.42 barrel, tank cars, 
$2.40 barges, and ships’ bunkers; Point Everglades, $2.38 tank cars, $2.35 barges 
and ships’ bunkers: Savannah, $2.45 tank cars, and $2.42 barges and ships’ 
bunkers; Tampa, $2.35 tank cars, and $2.33 barges and ships’ bunkers. 


JULY 19 
ATLANTIC COAST 

Higher residual prices, which became general from Norfolk north last week, 
spread throughout Southeastern States today. Standard of Kentucky increased 
15 cents a barrel in Georgia and Florida. Esso Standard Oil Co. hiked its 
prices in New Orleans and Baton Rouge, and Shell Oil Co. followed at these 
points at Houston. 

* * * - * . 7 


JULY 21 
ATLANTIC UPS PHILADELPHIA LOW SULFUR RESIDUAL 


PHILADELPHIA, July 20.—Atlantic Refining Co. will raise its price for No. 6 
fuel, maximum 1 percent sulfur, 15 cents a barrel here, effective July 21. Atlantic 
is last Philadelphia supplier to hike low sulfur residual prices total 30 cents a 
barrel since July 1. 

Company’s new price will be $2.83 a barrel, tank cars. Atlantic has no barge 
posting for this product. 

JULY 28 


SOCONY HIKES NO. 6 PRICE AT BUFFALO 





NEW YorK, July 27.—Socony Mobil Oil Co. has increased, effective today, its 
prices for No. 6 fuel at Buffalo. Amount of increase is 0.35 cents a gallon. 
Company’s new Buffalo prices are 10.9 cents a gallon, tank wagon, and 9.7 
cents a gallon, tank cars. 

Avoust 5 


EAST COAST RESIDUALS GET ANOTHER BOOST 


New York, August 5.—Second advance in its residual fuel prices along east 
coast in less than a month is being made by Esso Standard Oil Co., effective 
August 6. 
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Generally, advance will be 15 cents a barrel for No. 6 bunker C, 10 cents a 
barrel for No. 5 fuel, and 7 cents a barrel for No. 4. Single exception is No. 5 
price at Boston which is being advanced 8 cents. 

Esso's new prices for tank car lots at principal east coast points will be: 


No. 4 No. 5 No. 6 
New York ; 3 hacnigaas i $3. 46 | $3. 08 $2. 68 
Philadelphia : ; ‘ 5 C5 fa 2. 68 
Baltimore _.. ih 3. 59 3. 25 2. 68 
Boston. : : + 3.44 2. 72 
Norfolk : — ae Sica aie 2. 67 
Charleston. . ? Si Gael ic wc eal Lictts vatneienaial 2. 60 


Last month (see July 12 Oilgram), company boosted east coast residual prices 
in amounts ranging from 8 cents to 15 cents per barrel. Since then, ocean freight 
rates have risen. Spokesman for Esso said price increases now are being made to 
reflect present cost of oil for delivery to, and distribution in, the east coast area 
based on current cargo market prices at supply sources. 


AveustT 9 
ATLANTIC COAST 


About half the major supplying companies in the East today met Esso Stand- 
ard’s 15 cents per barrel residual increase (see August 8 Oilgram). Others 
said they “probably” would increase prices tomorrow. 

* + * 7 ~ + 7 

Mr. Mituicgan. Dr. Flemming, we have talked quite a bit about the 
Cabinet Committee. But when the Trade Agreements Act of 1955 was 
passed last summer and the Office of Defense Mobilization, shall we 
say, assumed at that point additional responsibilities, the question I 
would like to ask is, What additional staff has ODM put on, or what 
has ODM done to meet its responsibilities in respect to staff under 
this act, if anything? 

Mr. Fremmine. I have one full-time person on my staff working in 
this particular area, and another full-time person on temporary em- 
ployment. 

Mr. Miiuican. Two people on this? 

Mr. Fiemainea. That is right. 

The Cuairman. Would you name them for the committee, please? 

Mr. Fiemme. Mr. Harold Gresham and Mr. John Mitchell. 

Mr. Minuican. In your letter of August 5 and the subsequent letters 
you have requested reports from the petroleum importing companies, 
how did ODM go about analyzing these particular reports ? 

Mr. Fiemmine. Well, taking the last analysis for illustrative pur- 
poses, we of course, received the information, we prepared an initial 
analysis of our own, we were assisted by staff people from the Depart- 
ment of State and from the Department of the Interior. 

Mr. Minuican. In other words, there was something of an inter- 
departmental committee set up to analyze these, or was there an in- 
terdepartmental committee set up to assist in the analysis? 

Mr. Fiemmine. I don’t know that I would dignify it by the name 
of an interdepartmental committee. But the Secretary of State, of 
course, is on the Cabinet Committee, as is the Secretary of the Interior, 
and they have given us staff assistance. 

Mr. Miniican. And they actually come over and work in your shop 
to analyze these reports? 
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Mr. Ftemmine. That is my understanding. 

Mr. Mitiican. I wouldn’t want to ask you to name all these people 
offhand, but I wonder if it would be possible for you to submit their 
names for the record. 

Mr. Fitemminc. I would be very happy to. I couldn’t name them 
offhand, but I would be very glad to supply them. 

Mr. Minuaan. Were there any consultants or advisory groups 
appointed to assist, let us say, the groups doing this analyzing? 

Mr. Fiemoine. The answer to that is “No.” 

Mr. Minuican. There were none? 

Mr. Fiemine. That is right. 

Mr. Harkins. Senator Johnson is reported to have sent to Secretary 
Dulles a telegram on September 12—— 

Mr. Keatine. Which Johnson? 

The CHarrmMan. Texas. 

Mr. Harkins. Senator Lyndon B. Johnson, Senate majority leader. 
I] am taking this from a press account, Platt’s Oilgram. 

(The letter is as follows :) 

SEPTEMBER 12, 1955. 

Deak Mr. SeEcreETARY: It is of vital importance to the domestic oil-producing 
industry that the consortium to handle the return of Iranian oil to world markets 
not result in further increases in already heavy imports of oil into the United 
States. 

Oil producers in Texas are raising the question as to whether there has been 
any violation of agreements—written, spoken, or implied—by the companies 
authorized to engage in the consortium. It has been their understanding, and 
mine, that care was to be taken to see that this oil did not serve to jeopardize the 
position of American independents in supplying domestic requirements. Are 
assurances to this effect still to be considered valid? 

It is reported that several independent members of the Iranian consortium 
have exchanged their shares of Abadan-refined products for Persian Gulf crude, 
the explanation for the trade being that the crude can be imported into the 
United States at a tariff considerably below the tariff for refined products. 

I am sure you will understand that these developments are causing consider- 
able concern among the domestic oil producers of my State and of other States. 

Your comments are urgently invited. 

Yours sincerely, 
LYNDON B. JOHNSON. 

Mr. Harkins. Dr. Flemming, do you know whether oil from Iran 
is being imported in the United States ? 

Mr. Fiemmine. The information that has been given us would indi- 
cate that it is. 

The Cuarrman. What companies are there reporting ? 

Mr.FLemmine. I don’t know. 

The Crarrman. Is Iranian oil coming in the United States in effect 
by shipments of Iranian oil to Canada, releasing Canadian oil for 
export to the United States? 

Mr. Fiem™ine. I have no information to that effect. 

Mr. Harkins. To your knowledge, has the United States Govern- 
ment made any agreements, written, spoken, or implied, with members 
of the Iranian consorium with respect to imports into the United 
States ¢ 

Mr. Fieminc. Mr. Chairman, it seems to me that Senator John- 
son’s telegram was addressed to the proper official of the Government, 
namely, the Secretary of State. In view of the fact that the Depart- 
ment of State had the responsibility for working on that, the present 
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Under Secretary of State, of course, participated actively in it as a 
representative of the Government. And I assume that the Depart- 
ment of State replied to Senator Johnson’s inquiry, and consequently 
I would appreciate it if the information on the consortium would be 
obtained from the Department of State. I certainly—I have not seen 
the Secretary’s reply to Senator Johnson, and I certainly would not 
want to start talking about it because I don’t know about it. 

The Cuamman. We respect your views on it. 

Mr. Furmoine. Thank you. 

Mr. Harkins. Does your Office have copies of the agreements among 
the consortium members / 

Mr. FLemMine. No. 

Mr. Harkins. I understand you have a speaking engagement, and 
we are trying to speed this up so you may get out of here as soon as 
possible. 

Mr. Krarinc. Maybe he doesn’t want us to. 

Mr. Harkins. Specifically, what damage to the domestic petroleum 
industry is anticipated if imports continue to increase beyond the 
proportion recommended by the Cabinet Committee ? 

Mr. Fiemminc. Well, counsel, I think the best way to respond to 
that is just simply to go back to the Cabinet Committee report and 
‘all attention to the part that reads : 

The Committee believes that if the imports of crude and residual oil should 
exceed significantly the respective proportions that these imports of oil bore to 
the production of domestic crude oil in 1955, the domestic fuel situation could be 
so impaired as to endanger the orderly industrial growth which assures the 
military and civilian supplies and reserves that are necessary to the national 
defense. There would be an inadequate incentive for exploration and the dis- 
covery of new sources of supply. 

That is the reason for our recommendation, and that reason still 
stands. 

Mr. Harkins. Now, is the incentive for exploration a principal rea- 
son for restricting imports at this time ? 

Mr. Fiemuina. There would be an inadequate incentive for explora- 
tion and the discovery of new sources of supply. We put our major 
emphasis on that in the committee report, and I know that that repre- 
sents the consensus of thinking on the part of the members of the com- 
mittee, because I know how carefully that particular sentence was 
worked out. 

Mr. Harkins. In your responsibilities as Director of ODM you 
are not stimulating any drilling or exploration for oil wells by grant- 
ing tax-amortization certificates, are you ? 

Mr. Fiemmine. Just a minute. I will go back to the—— 

Mr. Harkins. On page 2 you state: 

The expansion goal on oil wells was closed almost a year ago, as were 
other petroleum goals. 

Mr. Fitemmine. As far as the oil wells are concerned, that is correct. 
The other areas where we still are granting tax amortization are also 
listed on page 2 of my statement. 

Mr. Harxins. Did you ever grant accelerated tax amortization for 
exploration expenditures or equipment ? 

Mr. FiemMina. Have we ever done it in this particular area? 

Mr. ITarkrns. Yes. 
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Mr. FLtemmine. I would want—as you know, there is that unit in 
the Department of Interior to which we have granted funds for ex- 
ploration and discovery activities—I would want to check to see 
whether or not any had been granted in this particular area. 

Mr. Harkins. Would you do that and supply it for the record ? 

Mr. Fiemmine. I would be very glad to. 

Mr. Harkins. In your October 29 letter you state that the crude 
oil imports exceeded recommendations of your Cabinet Committee 
report. 

Mr. Fitemoine. That is right. 

Mr. Harkins. Are there indications of damage to the domestic 
petroleum industry due to this? 

Mr. Fitemmine. Again, I go back to the point of inadequate incen- 
tive for exploration and the asadien of new sources of supply. That 
is a pretty hard thing to put your finger on except over a fairly long 
period of time, so that I don’t have any evidence one way or another 
on that. But the Cabinet Committee’s judgment was that unless we 
did maintain relatively this proportionate relationship, that over a 
period of time it could result in there being inadequate incentives, and 
that in turn would mean that we would not be maintaining the mobili- 
zation base at the point that it should be maintained, the domestic 
base. 

Mr. Harkins. In your October 29 letter you note that the total 
dlomestic production of crude oil exceeded 1954 by 6 percent. 

Mr. Fitemmine. That is right. 

Mr. Harkins. And exploratory activity is up 12 percent. 

Mr. Fiemminea. That is right. 

Mr. Harkins. Well completions are up 7 percent. And prices are 
stationary in the industry at $2.82 with respect to crude oil. 

Mr. Fiemoinea. That is right. 

Mr. Harkins. Do these figures indicate to you any injury to domes- 
tic production ? 

Mr. Fiemmina. The picture at the moment looks very good, and 
that is why we put those figures in our letter. We tried to develop a 
letter here that would be just as fair and objective as possible. And 
that information is all on the plus side. And I go back again to the 
statement that I made just a few minutes ago, when the Cabinet 
Committee took a look at this and suggested this proportionate rela- 
tionship, suggested that it was cecal if we were going to have ade- 
quate incentive, it was taking a look at this over a considerable period 
of time. And right now we are in a period of rapidly expanding 
civilian economy. And naturally expansion has taken place in these 
areas, just as it has in all other areas. 

But as you think of your mobilization base you have got to think of 
it over a span of time rather than in any 1 month or any 2 or 3 months. 

Mr. Harkins. You still request restrictions on imports though, by 
voluntary action in your October 29 letter ? 

Mr. FLtemmine. In other words, we still believe that the basic prin- 
ciple that is outlined in the Cabinet Committee report is correct, that if 
you do not maintain that proportionate relationship, that over a period 
of time there will be an inadequate incentive for exploration and dis- 
covery. 

67271—56—pt. 319 
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Mr. Harkins. Are profits of domestic producers of crude oil less this 
year than they were in 19544 

Mr. Fiemmine. I have no information on that; I can’t respond to 
questions on the profits. 

Mr. Harkins. Now, in the complaint in the cartel case—and I am 
not going to delve into the intricacies of that case, I just need this in- 
formation for the basis of a question—paragraph 8 (b) alleges that 
the defendant— 
caused domestic production of petroleum and products to be curtailed or restricted 
in amounts related to importation of foreign petroleum and products, and to the 
extent necessary to maintain the level of domestic prices of petroleum and prod- 
ucts agreed by the defendants. 

Now, my question is, if these allegations are correct, were not petro- 
leum imports regulated by joint industry action in 1954 ¢ 

Mr. FLemMina. It seems to me, Mr. Counsel, that. you are asking me 
to indulge in a conclusion of law which is a matter that would have to 
be handled by the courts. I think I must go back to my original posi- 
tion. I don’t feel that I should discuss this cartel case in any way, 
shape, or manner. It is not my business, and there isn’t anything that 
creates confusion in government more than for the head of one agency 
to get over into the bailiwick of the head of another agency, and this 
¢ learly belongs to the Attorney General. 

Mr. Harxrys. But it is clear, is it not, that ODM, in pursuing the 
recommendations of the Cabinet Committee, is not underwriting or 
condoning any private regulation existing at this time ? 

Mr. Fiesmine. That is absolutely correct. And I am sure you 
would agree with me that if there was even a suggestion of that that 
the Attorney General would have so advised us and told us to take 
another course of action. 

Mr. Harkins. Dr. Flemming, in your consideration of this import 
question, have you had occasion to look at the manner in which domes- 
tic production of the United States is or is not restricted in some man- 
ner tomarket demand ? 

Mr. Ftemmrne. IT am aware, of course, of the activities of some of 
the State commissions. But I don’t think I can go beyond that. I 
know of the activities of the Texas commission and other comparable 
commissions, but, of course, we don’t have any responsibility for that. 

Mr. Harxkrns. Would you know whether the activities of these vari- 
ous regulatory agencies are conducted in such a way that the amount of 
oil produced in any given month is restricted to a market demand less 
anticipated net imports? 

Mr. Frewarne. I don’t think I am in a position to reply to that 
specifically. I know in a general way of the activities of the ‘Texas 
commission, and have taken a look at the situation each month, and 
I have heard about the allowables, and so on. But just what criteria 
they use and apply and how they apply those criteria I don’t know. 

Mr. Harxrys. Would domestic production increase if imports are 
curtailed? Do you have reason to believe that domestic production 
of crude petroleum will increase if imports are curtailed ? 

Mr. Fiemuine. Well, I suppose some months they may—I don’t 
just know what the overall 





Mr. Harkrns. Is there any relationship that you are familiar with? 
Mr. Freauine. I don’t know just what the overall impact may be 
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there, there is a factor, | mean obviously, because you are thinking in 
terms of what the demand is and how you are going to supply that 
demand. But again, whether that is the sole factor and how that is 
balanced out by the other factors, and so on, I don’t know. 

Mr. Rocers. Do you mean to say that as Director you do not take 
those factors into consideration to determine what is necessary for 
defense ? 

Mr. Fremminc. The Cabinet Committee made a recommendation 
setting forth what in its judgment is the proper proportionate re- 
lationship in the interest of the national defense. That is the formula 
that I have been following, and that is the formula I will continue to 
follow until the Cabinet Committee takes another look at it and 
decides whether or not another type of formula should be brought into 
the picture. 

Mr. Rocers. Don’t you in your position have some duty and re- 
sponsibility to advise the Cabinet Committee in that regard ? 

Mr. Fuemainc. I vm a member of the Cabinet Committee and 
participate actively in their discussion and make available to them any 
information that we have. 

Mr. Rogers. Well, doesn’t that in turn give to you the opportunity 
to ascertain what actions taken by such as the Texas Railroad Com- 
mission and others engaging in this proration in their respective 
States—haven’t you gone into that at all? 

Mr. Fiemminc. As I have indicated, in a general way I am familiar 
with the activities that are carried on. At the moment, however, I 
um working against a formula that has been agreed upon and ace epted 
within the “Executive branch, and it is my job to determine whether 
or not the trend is in the direction of that formula or not in the 
clirection of it. When we reexamine the formula, the kind of matters 
that you are referring to, of course, they will be given consideration. 

Mr. Rogers. Don’t you constantly in your position keep well in- 
formed of the thing that counsel is asking about as to the proration 
that is made by the so-called Texas Railroad Commission, and others, 
and its relation to possible imports, or do you just stick to the formula 
that is set by policy, as you call it, set by the Cabinet Committee ? 

Mr. Fiemnrine. I am staying with that formula until such time 
as we decide that the formula should be reexamined. And when we 
decide that it should be reexamined we will take the factors that you 
are talking about and all other relevant factors into consideration. 
In the meantime, however, we are operating against that formula. 

The Cuatrrman. When do you contemplate reexamining it / 

Mr. Fremmina. I don’t have any date in mind, Mr. Chairman. 

The CHarrman. Who would determine that? You say the Cabinet 
Committee ? 

Mr. Fiemuine. The Cabinet Committee is going to keep in constant 
touch with this problem. 

The Cuarrman. Isn’t there some person who is in the driver's seat / 
Everybody’s job is nobody’s job. If all the members of the Cabinet 
are engaged busily elsewhere how could they determine when there 
is to be a reevaluation ? 

Mr. Fiemmine. That will be a group determination, a determina- 
tion on the part of the members of the group, the members of the 
Committee. 

The Cuairrman. Who starts this body going? 
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Mr. Fiemmine. Well, it is obvious the chairman calls them together 
for the meetings, and I am the chairman, and I will keep calling them 
together for meetings. But, Mr. Chairman, I can’t draw a date down 
out of the air, because I don’t have a date in my mind at the present 
time. 

The Cnarrman. But you will in the foreseeable future call another 
meeting, won’t you ¢ 

Mr. Fiemmine. Of course, I will, as soon as we get the report— 
my letter indicated that we were going to ask them to — on a 
systematic basis, and as soon as we get the first reports I will call the 
Committee together, and we will review the thing again. And maybe 
at that time someone will say, possibly the time has come to take 
another look at this formula. 

Mr. Harkins. Are you familiar with any role the publication by 
the Bureau of Mines entitled “Monthly Petroleum Forecast” might 
have in restrictions on crude petroleum ? 

Mr. Ftemmine. We are acquainted with it, it is taken—I mean, it is 
used, is taken into account. 

Mr. Harkins. That publication does play a part in determining 
how domestic production will be valetbel to market demand ¢ 

Mr. Ftemmine. I am sorry—no, I mean 

Mr. Harkins. You mean you are not familiar with it? 

Mr. Ftemnrne. I thought that you were talking about whether or 
not we use that in connection with the compilation of the informa- 
tion that in turn is used as a pies for arriving at the kind of con- 
clusions that we arrived at. I understand that the office, my office 
that works on it, is acquainted with the publication, uses it. 

Mr. Harkins. My question is, are you familiar with any role or 
use to which this publication by the Bureau of Mines is put in the 
various State regulatory bodies, or by the Interstate Compact Com- 
mittee ? 

Mr. Ftemmine. I am sorry, I am not familiar with any role that it 
plays along that line at all. 

Mr. Rogers. Haven’t you heard a great deal from the oilman about 
that problem in connection with 

Mr. FiemMinc. The question that was addressed to me was whether 
or not I knew whether this Bureau of Mines compilation plays any 
part in the deliberations of the Texas Railroad Commission and other 
commissions, and that I don’t—I mean, I have no knowledge as to 
whether it does or not. 

Mr. Rocrers. What you are confining your answer to is what he 
asked you about, as it relates to that article referring to the Bureau 
of Mines? 

Mr. Ftemmine. That is all, because I am not familiar with the in- 
ternal operations of the Texas Railroad Commission or the other 
comparable commissions. 

Mr. Rogers. You say you are not familiar with it as Director of 
Defense Mobilization, do you want to tell this committee that you 
haven’t considered that at all 

Mr. Ftemmine No. 

Mr. Rocers. Haven’t you had So ait and a great deal has been 

said about the situation as it relates to our national defense and the 
oil production of this country? You don’t want to tell this com- 
mittee that you don’t know anything about that, do you? 
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Mr. Firemmine. Mr. Congressman, the only thing that I can do as 
far as the activities of those commissions are concerned is to accept 
the end result of their activities. I have no relationship to the way 
they do business or how they do it. 

Mr. Kerattne. You don’t know how they make up their minds? 

Mr. Fiemminea. I don’t know how they make up their minds, all 1 
can do is take a look at the end result. Those are State governments, 
we haven’t any jurisdiction. 

Mr. Rogers. But you at least have jurisdiction as the administrator 
in your position to try to ascertain that whatever they do, independ- 
ently, or whether it is through the railroad commission or what not, 
that we do have in the event of an emergency an adequate oil supply; 
isn’t that one of your duties? 

Mr. Fremmine. That is correct. 

Mr. Rogers. All right. That being one of your duties, do you want 
to tell the-committee that you haven’t looked into their activities and 
the effect that they have had on the market ? 

Mr. Fremmina. We are familiar with the end result of their activ- 
ities, and the impact that it has, sure we are. The only point I have 
been trying to make is that I don’t know how they go about coming 
to that end result. 

Mr. Rocrrs. Well, let’s assume that you do not. 

Mr. Ftemmine. That is right. 

Mr. Rogers. But you do know that it has some effect ? 

Mr. FLEMMING. oom 

Mr. Rocrrs. And you have never made a study of it to ascertain 
what effect it may have on production in this country ¢ 

Mr. Fiemminc. There isn’t any doubt but that the results of their 
operations have been, and will continue to be, taken into account. 

Mr. Rogers. Sure. Well, that is the thing that I can’t get through 
my skull, that you, as Director, knowing those things, don’t know 
at least what effect they have on the market, and particularly the 
independent producers in that area. 

Mr. FLiemmine. Of course—I mean, we do know the impact of the 
end result of their activities. And, of course, it becomes a part of the 
factual situation that is looked at, there is no question about that, there 
isn’t any disagreement between us on that. I apparently misunder- 
stood some of the earlier questions. The only point I was trying to 
make was that we have to take the end result and accept that as a fact 
and proceed from there. 

Mr. Ropeers. And then from that eventually you have to make some 
recommendations as to how it should be conducted in the future in 
order to assure an adequate supply in this country for defense pur- 
poses ; do you not ? 

Mr. Fiemmine. Well, so far we have not made any recommenda- 
tions to the State commissions as to how they should conduct their 
business. That may be an angle, Mr. Congressman, that will have 
to be looked at some day, but so far we have not made any recommen- 
dations to them. 

Mr. Rogers. Well, there is a great deal of complaint among the 
independent producers. 

Mr. Fiemmine. I appreciate that. I have heard that complaint. 
But after all, I feel that we do have to have some respect for Federal- 
State relationships. 
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Mr. Rogers. And the first thing that they lead off to us is, this is 
in the interest of national defense. We say, “We have got a Director 
down there that is looking after that.” And you tell us that you don’t 
get into that phase of it. : 

Mr. Ftemmine. Well, Mr. Chairman and members of the committee, 
I have not yet received any advice indicating that, as an official of the 
Federal Government, I should begin telling the State commissions how 
they should handle the business that has been assigned them by their 
own State legislatures. 

The fact of the matter is, whatever advice I have received along that 
line up to now is advice against getting into it. And I think that is 
pretty good advice. 

The Cuatmrman. But, mustn’t you correlate the Federal aetion to 
what the State authorities do? 

Mr. Ftemmine. We do. As I just pointed out to the Congressman, 
I agree with you completely. We have to take the end result of the 
State commission’s activities and make that a part of our factual 
picture. 

The Cratmman. We conceivably have this situation where the 
States, for reasons best known to themselves, could curtail production 
and exploration in their own States without any consideration of na- 
tional defense. 

Mr. Fiemnrina. I don’t think that we should indulge in the assump- 
tion that the State commissions would be unpatriotic. 

The Cuatrman. I don’t know whether we should or shouldn't. 

[I don’t charge anybody with anything, but there are a lot of motives 
that motivate some of these State commissions in what they do in 
reference to their fuel resources. 

Mr. Krattnc. The chairman is going to widen that breach in his 
party. 

Mr. Harkins. The function of the Cabinet Committee was to 
make policy recommendations with respect to fuels, and the result 
was that you needed somehow to correlate imports to domestic pro- 
duction. If there is a mechanism that already correlates imports 
to domestic production, and if the Federal Government participates in 
some way, through the publication of forecasts, or something like that, 
should not the required relief, or the action of the Federal Govern- 
ment, necessary to make a strong domestic industry, perhaps be 
directed to Federal activities relating to domestic restrictions on pro- 
duction rather than an activity on the part of the Federal Government 
to restrict imports ? 

“That is the import of this line of questioning. And T assume that 
you will take those matters up in the Cabinet Committee at some time. 

Mr. Fiemmine. Well, that certainly is something that is worth tak- 
ing a look at. Obviously the only body that could get the Federal 
Goverment into that type of activity would be the Congress itself. 

Mr. Rogers. T don’t know whether you are in a position to answer 
the problem that is oftentime presented to us, at least it has been to 
me, a statement to the effect that whenever the amount of oil that is 
being imported into this country is ascertained, the respective commit- 
tees, the Texas Railroad Commission, and my own State conserva- 
tion committee, then in turn, if there is more than can be marketed, 
they reduce the amount that may be produced in that particular area. 
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Do you know whether or not that is a factual situation as they repre- 
sent it to be? 

Have you any way of knowing? 

Mr. FiemMine. It is my understanding that they follow a proce- 
dure generally along the line that you have outlined. As I indicated 
earlier, I am not sure of all the criteria that they take into considera- 
tion. But that is my understanding of a correct, generalized state- 
ment as to what they do. 

Mr. Rocrrs. Then that kind of representation made by oil men is 
correct. as you would analyze it. As far as you know that is correct. 
That is, whenever they ascertain what the imports are going to be, 
then they regulate domestic production accordingly. ‘You and I 
know that from the time of the Hot Oil Act, or the Connally Oil Act, 
that there has been at least an attempt to coordinate in those oil pro- 
ducing States of Texas, Oklahoma, California, and so forth. 

The point I was trying to raise a while ago is, if that is true, then 
it is your duty and responsibility in this setup to know it, then 
why don’t you also have the duty and responsibility of seeing what 
effect it may have on our national defense as to reserves and the 
strength of the domestic industry ? 

Mr. Ftemmine. Well, it is my understanding that operation is car- 
ried on by some States along the line that you | have indie: ited. It is 
also my understanding that it is carried on by those commissions be- 

cause they feel that it is necessary in the interest of conservation of 
resources in evaluating the overall picture at one time. It is cer- 
tainly true that we should, must have and will take into consideration, 
the impact of activities of that nature. 

The Cuarrman. Dr. Flemming, when the Cabinet Committee came 
to the conclusion about the quotas to be put upon importation of oil, 
did the Cabinet Committee take into consideration what the State 
conservation commissions were doing, or did it just simply take the 
figures that were given to them by the oil companies ? 

Mr. FiemMinc. No, no. We recognized and did take into con- 
sideration what the State commissions are doing. 

Mr. Harkins. Did you take into consideration what the Federal 
Government is doing with relation to the State commissions ? 

Mr. Keatrna. I don’t know what you mean by that question. 

Mr. Harxrys. What I mean, is there any role that the Federal Gov- 
ernment plays in the activities of the State agencies ? 

Mr. Keatine. The State commissions, you mean / 

Mr. Harkins. The State commissions, yes. It has been alleged 
by three witnesses before this committee that the Bureau of Mines’ 
forecasts are used by the State regulatory agencies as a device to co- 
ordinate the production throughout the United States. That has 
been investigated, also. 

Mr. Fremmine. Mr. Chairman, that is an angle that has not been 

called to my attention. I do not know that the Federal Government 
is participating in the activities of the State commissions. That may 
be simply because it hasn’t been called to my attention. 

Mr. Rocers. That is, given in the statistical information. 

Mr. Fiemmine. I assume that in the Bureau of Mines there is 
statistical information, and if a State asked for it, they would furnish 
them that information. 
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I assume that we would certainly go that far in cooperation. 

The Cuarrman. Well, the Senate Committee To Study the Problems 
of American Smal] Business issued a report on the oil supply and dis- 
tribution problems; on page 13 there are some very significant con- 
clusions. 

I think the counsel might read them. They are in reference to what 
we are now talking about. 

Mr. Harkins (reading) : 

There is a mechanism controlling the production of crude oil to market demand 
(or below) that operates as smoothly and effectively as the finest watch. During 


the year and a half the Committee has been investigating the oil industry, there 
has never been a real overall shortage of petroleum. 


I will skip some of the statistics there. 


The oil-control policies in effect in the United States consist of a series of 
State and Federal statutes, recommendations of committees made up of inte 
grated-oil-company economists and recommendations as to market demand made 
by the Bureau of Mines of the Department of the Interior. 

No single item is in itself controlling; taken together they form a perfect 
pattern of monopolistic control over oil production, the distribution thereof 
among refiners and distributors, and ultimately the price paid by the public. 

The question is, Did your Cabinet Fuels Policy Committee consider 
the role of the Federal Government in this alleged mechanism relating 
domestic crude production to market demand ? 

Mr. Fiemmina. Mr. Chairman, I will again have to say—I am 
speaking now as one member of the Committee—I was not confronted 
or faced with any allegations that the Federal Government was par- 
ticipating in the activities of the State commissions as a government. 
Now, I can only speak of what was or was not called to my attention. 
But that has never been called to my attention. 

Mr. Rogers. As far as you know, the only thing in connection with 
it is the ratification of the compact that was entered into by the 
States? 

Mr. Ftemoinea. That is right. 

Mr. Rogers. Probably that is the reference to the Federal statutes 
in question ¢ 

Mr. Fiemmine. That is right. And it is my understanding, Mr. 
Congressman, that that in effect is a conservation compact, and it was 
on that basis that it was ratified by the Congress. 

Mr. Rocrrs. And so far as you know there is no Federal statute 
empowering you or anybody else with any authority to transact it? 

Mr. Fiemmina. That is right. 

The Cuatrman. We might put that compact in the record there. 

(The compact referred to is as follows :) 


Public Law 185—S4th Congress 
Chapter 420—1st Session 
S. J. Res. 38 
JOINT RESOLUTION Consenting to an interstate compact to conserve oil and gas 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the consent of Congress is hereby given 
to an extension and renewal for a period of four years from September 1, 1955, 
of the interstate compact to conserve oil and gas, which was signed in the city of 
Dallas, Texas, the 16th day of February 1935 by the representatives of Oklahoma, 
Texas, California, and New Mexico, and at the same time and place was signed 
by the representatives, as a recommendation for approval to the Governors and 
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Legislatures of the States of Arkansas, Colorado, Illinois, Kansas, and Michigan, 
and prior to August 27, 1935, said compact was presented to and approved by the 
Legislatures and Governors of the States of New Mexico, Kansas, Oklahoma, 
Illinois, Colorado, and Texas, which said compact so approved by the six States 
last above named was deposited in the Department of State of the United States, 
and thereafter such compact was, by the President, presented to the Congress, 
and the Congress gave consent to such compact by H. J. Res. 407, approved 
August 27, 1935 (Public Resolution Numbered 64 Seventy-fourth Congress), and 
which said compact was thereafter exterded and renewed for a period of two 
years from September 1, 1937, by an agreement executed as of the 10th day of 
May 1937 by the representatives of the States of Oklahoma, Texas, Kansas, New 
Mexico, Illinois, and Colorado, and was deposited in the Department of State 
of the United States, and thereafter such extended and renewed compact was, 
by the President, presented to the Congress and the Congress gave consent to 
such extended and renewed compact by S. J. Res. 183, approved August 10, 1937 
(Public Resolution Numbered 57, Seventy-fifth Congress), and which said com- 
pact was thereafter extended and renewed for a period of two years from Sep- 
tember 1, 1939, by an agreement duly executed and ratified by the States of 
Oklahoma, Texas, Kansas, Colorado, New Mexico, and Michigan, and was de- 
posited in the Department of State of the United States, and thereafter such 
extended and renewed compact was, by the President, presented to the Congress 
and the Congress gave consent to such extended and renewed compact by H. J. 
Res. 329, approved July 20, 1989 (Public Resolution Numbered 31, Seventy-sixth 
Congress), and which said compact was thereafter extended and renewed for a 
period of two years from September 1, 1941, by an agreement duly executed and 
ratified by the State of Texas, Oklahoma, Kansas, Colorado, New Mexico, Illinois, 
Michigan, Arkansas, Louisiana, New York, and Pennsylvania, and was deposited 
in the Department of State of the United States, and thereafter such extended 
and renewed compact was, by the President, presented to Congress and the Con- 
gress gave consent to such extended and renewed compact by H. J. Res. 22s, 
approved August 21, 1941 (Public Law 246, Seventy-seventh Congress), and which 
compact was thereafter extended and renewed for a period of four years from 
September 1, 1948, by an agreement executed and ratified by representatives of 
the States of Kansas, Oklahoma, Texas, Colorado, New Mexico, Arkansas, Louisi- 
ana, and Kentucy, and was deposited in the Department of State of the United 
States, and thereafter such extended and renewed compact was, by the Presi- 
dent of the United States, presented to Congress and the Congress gave consent 
to such extended and renewed compact by H. J. Res. 139, approved July 7, 19438 
(Public Law 117, Seventy-eighth Congress) and thereafter the representatives 
of the States of Montana, West Virginia, Alabama, Illinois, Michigan, New York, 
Pennsylvania, Ohio, Florida, Tennessee, and Indiana executed counterparts of 
said agreement, and said counterparts so executed were deposited in the Depart- 
ment of State of the United States; and which compact was thereafter extended 
and renewed for a period of four years from the Ist day of September 1947 
by an agreement executed and ratified by the representatives of the States of 
_Alabama, Arkansas, Colorado, Florida, Kansas, Louisiana, Montana, New Mexico, 
New York, Ohio, Oklahoma, Pennsylvania, Texas, Tennessee, West Virginia, and 
Indiana, which was deposited in the Department of State of the United States, 
and such extended and renewed compact was, by the President of the United 
States, presented to Congress, and Congress gave its consent to such extended 
and renewed compact by S. J. Res. 122 (Public Law 184, Kightieth Congress) ; 
and thereafter the representatives of the States of Kentucky, Illinois, Mississippi, 
and Michigan executed counterparts of said agreement, which executed counter- 
parts were deposited in the Department of State of the United States; and which 
compact was thereafter extended and renewed for a period of four years from 
the 1st day of September 1951, by an agreement executed and ratified by the 
reperesentatives of the States of Alabama, Arkansas, Colorado, Florida, Indiana, 
Kentucky, Louisiana, Michigan, Mississippi, Montana, New Mexico, New York, 
Ohio, Oklahoma, Pennsylvania, Tennessee, Texas, and West Virginia, which was 
deposited in the Department of State of the United States and such extended 
and renewed compact was, by the President of the United States, presented to 
Congress and Congress gave its consent to such extended and renewed compact 
by S. J. Res. 42 (Eighty-second Congress, first session): and thereafter the 
representatives of the States of Illinois, Kansas, North Dakota, and Nebraska 
executed counterparts of said agreement which executed counterparts were 
deposited in the Department of State of the United States. 
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The agreement to extend and renew said compact for a period of four years 
from September 1, 1955, to September 1, 1959, duly executed by the representa- 
tives of the States of Alabama, Arkansas, Colorado, Florida, Indiana, Kansas, 
Kentucky, Louisiana, Michigan, Mississippi, Montana, Nebraska, New Mexico, 
New York, North Dakota, Ohio, Oklahoma, Pennsylvania, Tennessee, Texas, and 
West Virginia, has been deposited in the Department of State of the United 
States, and reads as follows: 


AN AGREEMENT TO EXTEND THE INTERSTATE COMPACT TO 
CONSERVE OIL AND GAS 


Whereas, on the 16th day of February, 1935, in the City of Dallas, Texas, there 
was executed “An Interstate Compact to Conserve Oil and Gas” which was there- 
after formally ratified and approved by the States of Oklahoma, Texas, New 
Mexico, Illinois, Colorado, and Kansas, the original of which is now on deposit 
with the Department of State of the United States, a true copy of which follows: 


“AN INTERSTATE COMPACT TO CONSERVE OIL AND GAS 


“ARTICLE I 


“This agreement may become effective within any compacting state at any time 
as prescribed by that state, and shall become effective within those states ratify- 
ing it whenever any three of the states of Texas, Oklahoma, California, Kansas, 
and New Mexico have ratified and Congress has given its consent. Any oil-pro- 
ducing state may become a party hereto as hereinafter provided. 


“ARTICLE II 


“The purpose of this compact is to conserve oil and gas by the prevention of 
physical waste thereof from any cause. 


“ARTICLE IIT 


“Each state bound hereby agrees that within a reasonable time it will enact 
laws, or if laws have been enacted, then it agrees to continue the same in force, 
to accomplish within reasonable limits the prevention of: 

“(a) The operation of any oil well with an inefficient gas-oil ratio. 

“(b) The drowning with water of any stratum capable of producing oil or gas, 
or both oil and gas, in paying quantities. 

“(c) The avoidable escape into the open air or the wasteful burning of gas 
from a natural gas well. 

“(d) The creation of unnecessary fire hazards. 

“(e) The drilling, equipping, locating, spacing or operating of a well or wells 
so as to bring about physical waste of oil or gas or loss in the ultimate recovery 
thereof. 

“(f) The inefficient, excessive, or improper use of the reservoir energy in 
producing any well. 

“The enumeration of the foregoing subjects shall not limit the scope of the 
authority of any state. 

“ARTICLE IV 


“Each state bound hereby agrees that it will, within a reasonable time, enact 
statutes, or if such statutes have been enacted then that it will continue the same 
in force, providing in effect that oil produced in violation of its valid oil and/or 
gas conservation statutes or any valid rule, order, or regulation promulgated 
thereunder, shall be denied access to commerce; and providing for stringent 
penalties for the waste of either oil or gas. 


“ARTICLE V 


“It is not the purpose of this compact to authorize the states joining herein to 
limit the production of oil or gas for the purpose of stabilizing or fixing the price 
thereof, or create or perpetuate monopoly, or to promote regimentation, but is lim- 
ited to the purpose of conserving oil and gas and preventing the avoidable waste 
thereof within reasonable limitations. 
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“ARTICLE VI 


“Bach state joining herein shall appoint one representative to a commission 
hereby constituted and designated as the Interstate Oil Compact Commission, the 
duty of which said commission shall be to make inquiry, and ascertain from time 
to time such methods, practices, circumstances, and conditions as may be disclosed 
for bringing about conservation and the prevention of physical waste of oil and 
gas, and at such intervals as said commission deems beneficial it shall report its 
findings and recommendations to the several States for adoption or rejection. 

“The Commission shall have power to recommend the coordination of the exer- 
cise of the police powers of the several states within their several jurisdictions to 
promote the maximum ultimate recovery from the petroleum reserves of said 
states, and to recommend measures for the maximum ultimate recovery of oil and 
gas. Said Commission shall organize and adopt suitable rules and regulations 
for the conduct of its business. 

“No action shall be taken by the Commission except: (1) by the affirmative 
votes of the majority of the whole number of the compacting States represented at 
any meeting, and (2) by a concurring vote of a majority in interest of the com- 
pacting States at said meeting, such interest to be determined as follows: such 
vote of each State shall be in the decimal proportion fixed by the ratio of its daily 
average production during the preceding calendar half-year to the daily average 
production of the compacting States during said period. 


“ARTICLE VII 


“No State by joining herein shall become financially obligated to any other 
State, nor shall the breach of the terms hereof by any State subject such State to 
financial responsibility to the other States joining herein. 


“ARTICLE VIII 


“This compact shall expire September 1, 1937. But any State joining herein, 
may upon sixty (60) days notice, withdraw herefrom. 

“The representatives of the signatory States have signed this agreement in a 
single original which shall be deposited in the archives of the Department of 
State of the United States, and a duly certified copy shall be forwarded to the 
Governor of each of the signatory States. 

“This compact shall become effective when ratified and approved as provided in 
Article I. Any oil-producing State may become a party hereto by affixing its sig- 
nature to a counterpart to be similarly deposited, certified, and ratified.” 

Whereas, the said Interstate Compact to Conserve Oil and Gas has heretofore 
been duly renewed and extended with the consent of the Congress to September 1, 
1955 ; and 

Whereas, it is desired to renew and extend the said Interstate Compact to Con- 
serve Oil and Gas for a period of four (4) years from September 1, 1955, to Sep- 
tember 1, 1959; 

Now, Therefore, This Writing Witnesseth : 

It is hereby agreed that the Compact entitled ““An Interstate Compact to Con- 
serve Oil and Gas” executed in the City of Dallas, Texas, on the 16th day of Feb- 
ruary 1935, and now on deposit with the Department of State of the United States, 
a correct copy of which appears above, be, and the same hereby is, extended for a 
period of four (4) years from September 1, 1955, its present date of expiration. 
This agreement shall become effective when executed, ratified, and approved as 
provided in Article I of the original Compact. 

The signatory states have executed this agreement in a single original which is 
deposited in the archives of the Department of State of the United States and a 
duly certified copy thereof shall be forwarded to the Governor of each of the signa- 
tory states. Any oil-producing state may become a party hereto by executing a 
counterpart of this agreement to be similarly deposited, certified, and ratified. 

Executed by the several undersigned states, at their several state capitals, 
through their proper officials on the dates as shown, as duly authorized by stat- 
utes and resolution, subject to the limitations and qualifications of the acts of the 
respective State Legislatures. 

THE STATE OF ALABAMA 
By Gorpon PERSONS, Governor 
Dated : 6-29-54 
Attest: Mrs. Agnes Baggett 
Secretary of State 
[SEAL] 
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Dated: 6-14-54 
Attest: C. G. Hall 
Secretary of State 


(SEAL) 

Dated: 5-3-54 

Attest: Homer M. Bruce 
Secretary of State 

(SEAL) 

Dated: 9-13-54 


Attest: R. A. Gray 
Secretary of State 
(SEAL) 


ak: 
Attest ;: ————_—__—__ 
Secretary of State 
(SEAL) 


Dated: 5-21-54 

Attest: Crawford F. Parker 
Secretary of State 

(SEAL) 


Dated: 11—-18—54 
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THE STATE OF ARKANSAS 








By Francis CHERRY, Governor 
THE STATE OF COLORADO 
By Dan THorRNTON, Governor 
THE STATE OF FLORIDA 
By CHarey E. Jonns, Governor 
THE STATE OF ILLINOIS 
By -—— ———, Governor 
THE STATE OF INDIANA 
By GerorGE N. Crate, Governor 
THE STATE OF KANSAS 
By Epwarp F. Arn, Governor 


Attest: Paul R. Shanahan 
Secretary of State 
(SEAL) 
THE STATH OF KENTUCKY 
By LAWRENCE W. WETHERBY, Governor 
Dated: 10-19-54 
Attest: Charles K. O’Connell 
Secretary of State 
(SEAL) 
THE STATE OF LOUISIANS 
By Ropert F. KENNON, Governor 
Dated: 7-5-54 
Attest: J. R. Nelson 
Assistant Secretary of State 
(SEAL) 
THE STATE OF MICHIGAN 
By G. MENNEN WILLIAMS, Governor 
Dated: 12-14-54 
Attest: Owen J. Cleary 
Secretary of State 
(SEAL) 
THE STATE OF MISSISSIPPI 
By Huen L. Waurirte, Governor 


Dated: 8-19-54 

Attest: Heber Ladner 
Secretary of State 

(SEAL) 


5-26-54 

Sam W. Mitchell 
Secretary of State 

Clifford L. Walker 

Deputy 


Dated: 
Attest: 


By: 


(SEAL) 


THE STATE OF MONTANA 


By J. HuGo Aronson, Governor 
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THE STATE OF NEBRASKA 
By Rosert B. Crossy, Governor 
Dated: 6-22-54 
Attest: Frank Marsh 
Secretary of State 
(SEAL) 
THE STATE OF NEW MEXICU 
By EpwiIn L. MecHeM, Governor 
Dated: 5-12-54 
Attest : Beatrice B. Roach 
Secretary of State 
(SEAL) 
THE STATE OF NEW YORK 
By Tuomas E. Dewey, Governor 
Dated: 10—7-54 
Attest: Ruth M. Miner 
Executive Deputy 
(For Secretary of State) 
(SEAL) 
THE STATE OF NORTH DAKOTA 
By C. NORMAN BRUNSDALE, Governor 
Dated: 8-16-54 
Attest: Thomas Hall 
Secretary of State 
By: Frank Diettman 
Deputy 
(8EAL) 
THE STATE OF OHIO 
By Frank J. LAuscne, Governor 
Dated: 7-26-54 
Attest: Ted W. Brown 
Secretary of State 
(SEAL) 
THE STATE OF OKLAHOMA 
By JOHNSTON Murray, Governor 
Dated: 4-1-54 
Attest: John D. Conner 
Secretary of State 
(SEAL) 
THE STATE OF PENNSYLVANIA 
By JOHN S. FINE, Governor 
Dated: 8-27-54 
Attest: Gene D. Smith 
Secretary of State 
(SEAL) 
THE STATE OF TENNESSEFR 
By FRANK G. CLEMENT, Governor 
Dated: 8-10-54 
Attest: G. Edward Friar 
Secretary of State 
(SEAL) 
THE STATE OF TEXAS 
By ALLAN SHIVERS, Governor 
Dated: 4-27-54 
Attest: Howard Carney 
Secretary of State 
(SEAL) 
THE STATE OF WEST VIRGINIA 
By WIL.iAM C. MARLAND, Governor 
Dated: 11-1-54 
Attest: D. Pitt O’Brien 
Secretary of State 


(SEAL) 
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Sec. 2. The Attorney General of the United States shall make an annual report 
to the Congress for the duration of the Interstate Compact to Conserve Oil and 
Gas as to whether or not the activities of the States under the provisions of such 
compact have been consistent with the purpose as set out in article V of such 
compact. 

Approved July 28, 1955. 

Mr. Harkins. Mr. Chairman, in order to conclude the hearing, I 
request permission to insert in the record the letters of August 5, Au- 
gust 12, and October 28, the letters of ODM relating to import requests, 
and the other letters that I have used during this examination, plus a 
letter from the Railroad Commission of Texas to Senator Price Daniel, 
signed by Ernest O. Thompson, commenting on how they had been 
forced in Texas to restrict production due to imports. 

The Cuatrman. What is the date of that? 

Mr. Harkins. That is March 11, 1955. 

The Cuarrman. That is, they had been compelled in Texas to curtail 
production because of growth of imports ¢ 

Mr. Harkins. No; the Texas Railroad Commission has restricted 
production of crude oil in Texas because of imports through this 
mechanism which we have previously been discussing and in which I 
understand the Federal Government has some participation. 

And I would also like to put in pages 13 through 19 of the Senate 
Small Business Committee report, and extracts from books written 
by John G. McLean and Robert M. Haigh from Harvard Univer- 
sity, entitled “The Growth of Integrated Oil Companies,” and “Fun- 
damentals of the Petroleum Industry,” by Dorsey Hager, 1939, pages 
274-276, commenting upon 

Mr. Keating. Wait a minute. Are we going to put books in this 
record 4 

Mr. Harkins. These are extracts which discuss this mechanism 
which we have been talking about. 

Apparently it is generally known that there is such a mechanism, 
and that domestic production is restricted to market demand. 

Mr. Kearinc. Well, I have no knowledge on that one way or the 
other. The point I am making is, is it appropriate in a committee 
hearing of the Committee on the Judiciary to put excerpts from a 
textbook in as evidence. 

The CHatrman. Yes; we have done that very frequently. 

Mr. Kratinea. O. K. 

The CrarrMan. They will be accepted. 

(The documents referred to are as follows :) 


SENATE SMALL BusiNess CoMMITTEE Report (pp. 13-19) 


Senate Report No. 25, pursuant to Senate Resolution 20 (80th Cong.), 
Sist Congress, 1st session, January 31, 1949 


CRUDE-OIL PRODUCTION 


There is a mechanism controlling the production of crude oil to market demand 
(or below) that operates as smoothly and effectively as the finest watch. During 
the year and a half the committee has been investigating the oil industry, there 
has never been a real overall shortage of petroleum.’ Price increases on crude oil 
have been frequent and substantial, going from $1.25 per barrel at the end of 
1945 to $2.65 per barrel in the spring of 1947, with several companies posting $3 
per barrel as this report is written? At the time the consumers were feeling the 
greatest pinch in January and February 1947, there were 220 million barrels of 
crude oil in storage, mainly controlled by the larger units, which could have been 


1 Hearings, pt. 27, pp. 3109-3111. 
2 Hearings, pt. 34, p. 3746. 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1487 


distributed among independent refiners who were running under capacity.’ But 
the controlled economy existing in the oil industry needs an absolute balance of 
supply and demand, because it does not contemplate drawing on stocks. When 
the Bureau of Mines, through their monthly forecasts of demand, underestimated 
the demand by close to 2 percent for each of the years 1946 and 1947,‘ the spot 
shortages followed as night the day. The mechanism was found too tight. Inde- 
pendent refiners could not take more oil out of their own wells because of State 
proration laws, and the integrated companies would not allow them to take their 
crude oil except by a processing or tied-in sales agreement. Those cut off of sup 
ply by independent refiners, or by integrated units desiring to favor one customer 
over another, were suffering, and in turn their consumer accounts were without 
oil. A truly competitive system, based only on real conservation practices, could 
not possibly have held the flow of oil so close to market demand. 

The oil-control policies in effect in the United States consist of a series of 
State and Federal statutes, recommendations of committees, made up of inte 
grated-oil-company economists and recommendations as to market demand made 
by the Bureau of Mines of the Department of the Interior. No single item is in 
itself controlling ; taken together they form a perfect pattern of monopolistic con- 
trol over oil production, the distribution thereof among refiners and distributors, 
and ultimately the price paid by the public. 

Monopoly as generally understood means control of a product both as to quan- 
tity allowed to reach the market and price. If you control the quantity you auto- 
matically control the price. Hence, the petroleum industry can be set down as 
definitely a monopoly. It is supported on a tripod, the first leg being the pro 
ration laws of the oil-producing States, the second beiag the Federal Government 
in the form of legislation, and the third being the large oil companies and oil 
producers. 

There is nothing that the Congress of the United States can do with reference 
to the State laws regulating oil production.’ These State laws are grounded on 
the theory that they are conservation statutes. The thinking of those promoting 
them consider them jointly as conservation and market demand statutes whereas 
a true conservation statute would give no consideration to market demand so 
long as the oil was produced according to true engineering principles.’ The con- 
fusion existing is demonstrated by the reply of a witness representing the inter- 
state oil compact commission when he said: “The conservation of oil and gas 
and the limiting of the production of oil to market demand was one of the first 
things that I learned when I got out of high school in 1913." * The uppermost 
thought is always market demand (or below). The Secretary of the Interior, Mr. 
Krug testified that “It is customary for the States to prorate production at what- 
ever percentage of MER (maximum efficiency rate) is proper in terms of market 
conditions.” ° 

The State of Texas boasted that it “has always produced all of the oil that has 
been indicated as needed by the Bureau of Mines in its monthly certified estimate 
of crude needed for the current month, month by month,” ” yet in January 1948 
a total of 1,475,653,000 cubic feet of gas (14.41 percent) was flared to the air in 
the State of Texas in the production of oil.” 

It is unfortunate that the State of Texas, which produces almost half of the 
Nation’s requirements of crude oil, should have devoted so many years to enfore- 
ing proration to market demand instead of enforcing conservation from the start. 
On November 27, 1948, the chairman of the Texas Railroud Commission issued a 
press release stating: 

“The sky is lighted in many parts of our State by oil-well gas flares burning 
valuable gas to the air. Every citizen has seen this waste going on. * * * Our 
program is to stop all such waste wherever the quantity is great enough to justify 
saving the gas.” 

It is equally unfortunate that the State of Texas waited until November 23, 
1948, to issue an order requiring the operators of 16 fields to cease and desist from 
wasting gas in these fields, when it is determined that the quantity of oil to be 
thus cut back amounts to about the same amount of crude oil as is currently being 


® See Weekly 7 Oil _ Report No. 747 of Bureau of Mines dated February 13, 1948. 
* Hearings, pt. 27, p. 315 

5 Hearings, pt. 27, al 3709- 3111. 

® Hearings, pt. 34, p. 3744. 

1’ Hearings, pt. 34, p. 3752. 

8 Hearings, pt. 27, p. 3178. 

® Hearings, pt. 34, D. 3761. 

10 Hearings, pt. 27, p. 3156. 

1 Hearings, pt. 38, p. 4210. 
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run to storage. True conservation practice would require the gas produced in 
the production of oil to be returned to the underground to restore pressure, or 
used commercially, or close in the wells. With such a program of true conserva- 
tion the amount of oil a given owner desired to bring to the surface and sell on 
the market should be left in the well operator’s discretion. Once true conserva- 
tion practices are established and enforced all market demand or proration fac- 
tors should be abolished. It is recommended that the appropriate committees of 
the Congress give careful study to this matter of gas wastage and the establish- 
ment of true conservation practices in the States; and, likewise, some method 
of reestablishing competition between the oil-producing States for the oil that 
is produced under sound conservation practices. 

Contrast this with the State of California, which does not have a proration 
law or market-demand activities * but does strictly enforce conservation prac- 
tices. Gas flaring in California is prohibited except in the actual bringing in 
of a well and the total runs about 2.3 percent.” California, supplying its own 
needs and that of four other Western States“ had the largest increase in oil 
consumption during and since the war, yet met all demands. No shortages 
existed on the west coast during the winter of 1947-48 despite a 50-percent 
increase in consumption over prewar years. An industry body in California does 
make use of the Bureau of Mines forecasts though protests that it sets no quotas.” 
Whether this industry body operates within the antitrust laws is a matter for 
the administrative arm of the Government to determine. While prices in Cali- 
fornia * have approximated those in other parts of the country, no shortages 
developed except during a brief period of a strike of oil workers in the summer 
of 1948. 

The origin of the practice of the Bureau of Mines of the Department of the 
Interior preparing monthly forecasts of demand for petroleum products can 
best be described in the words of Mr. White who is in charge of their prepara- 
tion.” He said: 

“The preparation and publication of monthly forecasts relating to the demand 
for motor fuel and domestic crude petroleum was undertaken by the Petroleum 
Economics Division of the Bureau of Mines in July 1935, at the request of State 
conservation agencies and subsequently of the interstate oil compact commission.” 

While Mr. White states that the monthly forecasts of demand “are not recom- 
mendations of p*oduction, but information for the use of such agencies as may 
have authority to determine production policies” “ the fact that Texas claims 
that it “has always produced all of the oil that has been indicated as needed 
by the Bureau of Mines in its monthly certified estimate of crude needed” ” and 
the fact that in 10 out of the 12 years his estimates were below demand, indicates 
their use as the guide and the consequences resulting from regularly hitting 
below the actual demand. Over the period since starting the issuance of the 
forecasts this constant missing the demand figure on the low side and the slavish 
following of Mr. White’s recommendations by the oil-producing States reduced 
stocks of crude oil above ground from 50 to 70 million barrels.” On cross- 
examination the committee indicated that Mr. White should, if he issues esti- 
mates, recognize the true demand and let the States try to meet it rather than 
be arbitrary in setting up some other formula.” The committe indicated that 
by maintaining an estimated demand which is much lower than the actual real 
demand prices are thus affected. After listening to the cross-examination awhile 
a member of the committee exclaimed to Mr. White that he was “inclined to 
believe there is some interest controlling the activities of your Department over 
there and maintaining the Department for no other purpose than to have an 
effect on prices. I think there should be an investigation of the situation.” * 
The committee did not have the staff or facilities to carry on the investigation 
but takes this opportunity of recommending to the Senate Appropriations Com- 
mittee that when the request for funds from the Department of the Interior 
is considered this matter of the issuance of monthly forecasts of demand for 
petroleum should be scrutinized carefully. It is also recommended that the 


12 Hearings, pt. 38, pp. 4120, 4123. 
18 Hearings, pt. 38, p. 4143. 

4 Hearings, pt. 38, p. 4077. 

% Hearings, pt. 38, p. 4120. 

16 Hearings, pt. 38, cope A, p. 4150. 
1 Hearings, pt. 27, p. 3139. 

18 Hearings, pt. 27, p. 3140. 

1 Hearings. pt. 27, p. 3156. 

*® Hearings, pt. 34, p. 3766. 

*1 Hearings, pt. 27, pp. 3166, 3167. 

*2 Hearings, pt. 27, p. 3171. 
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activities of the Interior Department be limited in this respect to statistical 
compilations of past transactions and prohibited from making forecasts of 
demand. 

The executive secretary of the interstate oil compact commission testified 
before the committee. The legislation, Public Law 184, 80th Congress, 1st 
session, authorized the States producing oil to enter into a compact for the sole 
purpose of studying cooperation between the various oil- and gas-producing 
States and recommending conservation measures that will better conserve oil.* 
Article IV of the compact states that “It is not the purpose of this compact to 
authorize the States joining herein to limit theproduction of oil or gas for 
the purpose of stabilizing or fixing the price thereof, or create or perpetuate 
monopoly or to promote regimentation, but it is limited to the purpose of con- 
serving oil and gas and preventing the avoidable waste thereof within reasonable 
limitations.” Despite this provision the executive secretary of the compact 
testified that the purpose of State proration laws was to “prorate to market 
demand” * and that, when you limit to market demand, “of course you affect 
price.” 

The interstate oil compact commission has an advisory committee on eco- 
nomics consisting of representatives of the integrated oil companies. This 
committee meets periodically and prepares reports and checks upon other reports 
so, as the executive secretary of the compact stated “they will really show up 
whether the Bureau of Mines and these other organizations are giving the States 
the proper information.” ” 

It seems to the committee that the interstate oil compact commission has 
gone far beyond the laudatory purposes cited in its compact, the basis upon 
which the Congress acted in approving same. Hence, it is recommended that 
the appropriate committees of the Congress look into the operation of the com- 
pact with a view to either repealing the authority or the enactment of proper 
amendments to safeguard the public interest. 

Another important link in the control of oil production is the Interstate 
Transportation of Petroleum Products Act (title 15 U. S. C. annotated 715b), 
as amended, which purports to prohibit the interstate transportation of crude 
oil produced in excess of a State quota.” 

Following will be found a copy of the committee chairman’s letter to the 
President of the United States of March 4, 1948, the President’s reply of March 
24, 1948, and the Chairman’s further letter of March 30, 1948.” 

Marcu 4, 1948. 
Hon. Harry S. TRUMAN, 
President of the United States, 
The White House, Washington, D. C. 


DEAR Mr. PRESIDENT: The Senate Small Business Committee over the past 
8 months has given considerable attention to the shortages in petroleum products, 
with particular reference to the effects of such shortages upon the independent 
segment of the oil industry, particularly the independent refiners, jobbers, dealers, 
and cooperatives. Not only has the independent segment of the oil industry 
suffered, but there has been actual physical suffering by many of the consumers 
of petroleum products. Repeated statements by industry spokesmen and by rep- 
resentatives of the Department of the Interior are to the effect that here will be 
a gasoline shorage this spring and summer and that the shortages in petroleum 
may last several years. 

The committee is of the opinion that the shortage of petroleum has been used 
by the large integrated oil companies to expand their own direct operations, to 
the detriment of independent distributors; that it has been used by them to bring 
about unreasonably high prices for petroleum products; and that there has been 
manipulation of crude-oil production and transportation facilities to bring about 
these results. 

In 1935 the Congress enacted a statute covering the interstate transportation 
of petroleum products (49 Stat. 33) following a finding by the Supreme Court 
that section 9 (c) of the National Industrial Recovery Act was unconstitutional. 
This statute covered a 2-year period and was subsequently extended for 2-year 


® Hearings, pt. 27, pp. 3176-3186. 
* Hearings, pt. 27, pp. 3176-3178. 
*® Hearings, pt. 27, p. 3178. 

2 Hearings, pt. 27, p. 3181. 

7 Hearings, pt. 27, p. 8109 ; pt. 34, p. 3754. 
% Hearings, pt. 27, pp. 3756-3758. 
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periods in 1937 and 1939. On June 22, 1942, the statute was made permanent. 
This Interstate Transportation of Petroleum Products Act contained in section 3 
(title 15, U. S. C. Annotated, sec. 715b) a prohibition against the shipment or 
transportation in interstate commerce from any State oil produced in such State 
in excess of amounts permitted by State law. 

An important provision of this Interstate Transportation of Petroleum Products 
Act, insisted upon by the Congress, was section 4 (title 15, U. S. C. Annotated, 
sec. 715c), which reads in part: 

“Whenever the President finds that the amount of petroleum and petroleum 
products moving in interstate commerce is so limited as to be the cause, in whole 
or in part, of a lack of parity between supply (including imports and reasonable 
withdrawals from storage) and consumptive demand (including exports and rea- 
sonable additions to storage) resulting in an undue burden on or restriction of 
interstate commerce in petroleum and petroleum products, he shall by proclama- 
tion declare such finding, and thereupon the provisions of 715b shall be inopera- 
tive until such time as the President shall find and by proclamation declare that 
the conditions which gave rise to the suspension of the operation of the provisions 
of such section no longer exist.” 

In explaining this act to the Congress when it was up for extension in 1937, one 
of the members of the House subcommittee recommending passage of the legisla- 
tion, Mr. Samuel B. Pettengill (Congressional Record, June 7, 1947, Appendix), 
in answer to a question as to the powers of the President under section 4, above 
quoted, said: 

“He has the power to suspend the operations of the Connally bill if he finds 
that the oil-producing States which do prorate production are limiting produc- 
tion below national demand and thus unjustly enhancing the price.” 

The author of the House bill extending the act of 1937, Congressman Martin 
Dies, of Texas, told the House of Representatives on June 3, 1987, that— 

“If we were to reduce the supply below the market demand, then immediately 
the President has the right in connection with the protection of the nonproducing 
States to suspend the act.” 

May I inquire whether you or any of the administrative offices under you have 
made any study to determine officially under the above act whether there is a 
“lack of parity between supply and consumptive demand”? Whether the state- 
ments made by Interior Department representatives as to present and prospective 
shortages of petroleum were made with a view to action under the above 
referred-to section 4 of the Interstate Transportation of Petroleum Products 
Act or represented studies in other connections has not been made clear. 

It would seem difficult to conclude otherwise than that there is a lack of parity 
between supply and consumptive demand for petroleum and that the law in such 
event is mandatory upon you to issue a proclamation which would thus result in 
the law becoming inoperative. 

Respectfully submitted. 

KENNETH S. WHERRY, 
United States Senator, Chairman. 


THE WHITE HovssE, 
Washington, March 24, 1948. 
Hon. KENNEtTH S. WHERRY, 
President of the United States, Washington, D. C. 

Dear SENATOR WHERRY: This is in further reference to your letter of March 4 
regarding the Interstate Transportation of Petroleum Products Act (49 Stat. 33), 
commonly referred to as the Connally “Hot Oil” Act. The appropriate agencies 
of the Government have been giving intensive attention for many months to 
questions of petroleum supply and demand. 

At my request, the Secretary of the Interior is writing to the Governors of the 
oil-producing States having conservation laws urging that they assure them- 
selves that each field is allowed to produce at, although not above, its maximum 
efficient rate as determined by sound engineering principles. Production above 
maximum efficient rates would violate sound conservation principles, hasten the 
decline of the fields, reduce the amount of oil that will be recovered from them, 
and thus undermine the Nation’s future oil security for the sake of a short-lived 
increase in current output. 

The Connally Act does not restrict or curtail production. Its sole intent and 
purpose is to prohibit the shipment or transportation of contraband oil in inter- 
state commerce. The amounts of oil that may legally be produced are fixed by 
State authority, not by or under the Connally Act. The only: effect om produc- 
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tion of suspending the operation of section 3 of the act would be the possible 
encouragement of the production and interstate shipment of contraband oil, in 
violation of State laws. 

It is hoped that the study the Secretary of the Interior is asking oil State 
Governors to make will further the end toward which we are all striving—the 
provision of an adequate supply of petroleum products for the American people, 
now and in the future. 

Very sincerely yours, 
Harry S. TRUMAN. 


Marcu 30, 1948. 
Hon. Harry 8S. TRUMAN, 
President of the United States, Washington, D. C. 


Dear Mr. PRESIDENT: Receipt is acknowledged of your letter of March 24 in 
response to my communication of March 4, wherein I suggested that you take 
action under section 4 of the Interstate Transportation of Petroleum Products 
Act and suspend section 3 of that act. 

If you will review the records of the hearings held by the Congress on the initial 
enactment and subsequent extension of the Interstate Transportation of Petro- 
leum Products Act, you will note that the Congress intended to serve notice on 
the oil-producing States that if the supply of oil did not meet the demand, then 
the assistance offered by the Federal Government would be withdrawn. If you 
should suspend the act, it will not in itself, as you indicate, produce more oil. 
But it would be tangible notice to the States that they must supply the demand 
if they desire Federal assistance in the enforcement of their laws. 

A year ago, when the oil shortage was in the making, the oil-producing States 
apparently held back the production of crude oil, not merely in conformance with 
maximum efficient production but in an effort to hold production to or below 
market demand. Failure to estimate the true market demand caused a shortage 
which has hampered industry and caused hardships to home-fuel-oil users and 
will continue to hinder farmers and others so long as supply is below demand. 

It is my sincere hope that the plea extended to the oil-producing States by Sec- 
retary of the Interior Krug will result in oil being produced at maximum efficient 
rates as determined by sound engineering principles and not in conformance with 
the past efforts to regulate the flow of oil to some preconceived notion of market 
demand. 

Cordially yours, 
KENNETH S. WHeERRyY, Chairman. 


In spite of the fact the President did not see fit to suspend the operations of 
the Interstate Transportation of Petroleum Products Act, and the protestations 
of the oil-producing States that they were producing oil at the maximum efficient 
rate,” the production of oil did increase.” For the week ending March 20, 1948, 
the daily average crude-oil production in the United States was 5,240,000 barrels 
a day while 8 months later, November 20, 1948, daily average crude-oil produc- 
tion stood at 5,628,550 barrels a day. 

The crude-oil production figures of the State of Texas, taken from the records 
of the oil and gas division of the Texas Railroad Commission by the chief in- 
vestigator for the committee reveal the upward trend. They are as follows: 
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Stocks of crude oil above ground also increased. Total stocks of gasoline- 
bearing crude oil in the United States on March 20, 1948, stood at 220,971,000 
barrels, while on November 20, 1948, they were 234,170,000 barrels. 

Inasmuch as our stocks of crude oil above ground in 1936 were over 300 million 
barrels ™ and our daily production was very slightly over 3 million barrels a 
day,™ and production and consumption are almost double that of the year 1936, 
it is apparent that the stocks above ground have been maintained at too low 
a level to meet the increasing demands. It is recommended that the appro- 
priate committees of the Congress look into the operation of the Interstate 
Transportation of Petroleum Products Act with a view to either its repeal or 
restrictions that will make it applicable only when the oil-producing States 
follow sound engineering principles of conserving oil and to withhold its applica- 
tion when proration to market demand is undertaken. 





RAILROAD COMMISSION OF TEXAS, 
Austin, March 11, 1955. 
Senator Price DANIEL, 
United States Senator from Tezas, 
Senate Office Building, Washington, D. C. 


Dear Price: In response to your telegram, imports of oil and petroleum 
products into the United States continue to make increasingly difficult the mar- 
keting of domestic-produced crude. For the 4 weeks ending February 25, 1955, 
there was imported into the United States 793,400 barrels of crude oil per day 
and 562,800 barrels of products per day, making a total of 1,356,200 barrels of 
crude and products imported per day into the United States. 

Texas is operating her 155,000 oil wells only 18 days this month for the 
reason that we cannot sell any more oil than we can produce at most efficient 
rates in 18 days, thus compelling a shutdown for 13 days that we could be pro- 
ducing in Texas at least 700,000 barrels per day more crude than we can now sell 
due to this constantly growing amount of imported crude. 

Our State law very properly limits production, first, to that amount that can 
be produced without causing physical waste in the production thereof, and, 
second, our market demand statute forbids the production of oil in excess of what 
ean be sold. This is to prevent waste through evaporation and fire hazards and 
storage unnecessarily held above ground. 

So it is plain that, as imports increase, our oil wells will have to be cut down 
and cut down and cut down continuously to the advantage of those importers 
who bring oil in from foreign countries. 

There is at this time in storage above ground in the United States a total 
of 259,830,000 barrels of crude oil, which is ample. Our daily crude-oil pro- 
duction as of the week ending February 25 was 6,749,000 barrels daily. There 
is no shortage of oil in this country, and there is no need for the excessive imports 
that are coming in at this time. 

I am of the firm conviction that imported crude and imported products of 
petroleum have now reached the point where they are supplanting domestic 
crude. This is wrong. It should not be allowed to prevail. It is perfectly 
all right for imports to supplement our supply; and by supplementing I mean we 
could favorably import products that cannot be economically made from our 
high gasoline-content crude. That is supplementing. But supplementing should 
not be allowed to reach the point where it supplants; and I think it is obvious 
that imported crude is supplanting Texas crude when we have to shut down 
13 days a month because we cannot sell our own home-produced oil due to the 
flood of foreign crude and products coming into this country. 

This sort of situation must not be allowed to continue, because it will mean 
discouragement of drilling in this country due to the allowables having to be so 
small per well per day, and will endanger our supply of oil for the national 
defense of our country. We cannot depend on foreign oil for national security, 
because, come war, foreign oil would be denied us through the sinking of tankers. 
Anyone who will study the sinkings of World War II will readily agree with 





a0 an ete Crude Oil Stock Rept. No. 753 of March 26, 1948, and No. 788 of November 


s2 Hearings, pt. 37, p. 8176. 
%8 Hearings, pt. 27, p. 3149. 
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this statement, and it is my understanding that there are many new submarines 
in the world today which, come war, would pounce upon our shipping. Tankers 
would be the No. 1 objective. 


Sincerely yours, 
Benest O. THOMPSON. 





THE GROWTH OF INTEGRATED Or COMPANIES 
John G. McClean and Robert M. Haigh, Harvard University, 1954 (pp. 109-112) 


The prorationing laws were developed and are administered by the States 
under various State laws covering the conservation of natural resources and 
under basic property laws assuring equality of opportunity to all landowners 
in an oil field. The Federal Government contributed to the State programs in 
four important respects. First, Congress approved in 1935 the interstate compact 
to conserve oil and gas which gave the member States a means of taking coop- 
erative action in the development of their conservation programs. The members 
of the compact assume a moral, although not legal, obligation to enact and 
enforce laws to prevent physical waste, to cooperate in carrying out the programs 
of the Interstate Oil Compact Commission, and to deny access to commerce of 
oil produced in violation of State statutes. The term “physical waste” is subject 
to many interpretations and is now sometimes taken to include the economic 
waste associated with production in excess of transportation, refining, and mar- 
keting facilities or in excess of market demand. 

The Federal Government made a second important contribution to the prora- 
tioning laws in 1935 by passage of the Connally Act. This act prohibits the 
transportation in interstate commerce of any oil produced in violation of a 
State’s conversion laws and thus gives the States a powerful means of enforce- 
ing their conservation programs. The Federal Government has made a third 
contribution to the prorationing programs of the States through the action of 
the Bureau of Mines in publishing findings of fact with regard to demand-supply 
conditions in the industry which are useful to the States in setting their allow- 
ables. Finally, the Federal Government has contributed to the prorationing 
program through the enactment, beginning in 1932, of tariffs and various other 
measures to control the flow of foreign oil into the United States. [Italics 
supplied. ] 

The programs of conservation and prorationing have developed along different 
lines in the various States and now involve a fairly complicated set of regula- 
tions covering the location, spacing, drilling, operation, and abandonment of 
wells and the maintenance of specified gas-oil and water-oil ratios. In general, 
however, the prorationing laws of most of the States which have such laws have 
two fundamental objectives: (1) the prevention of the waste of oil and gas 
resources, and (2) the protection of the correlative rights of property owners in 
underground reservoirs. To accomplish these ends, the prorationing programs 
of the major producing States have gradually come to embody three principal 
features as outlined in the following paragraphs. 

First, and most important, the conservation laws of most of the States contain 
provisions of some type for preventing production in excess of a field’s maximum 
efficient rate. Wide-open production under the rule of capture frequently left 
more oil in the ground than was recovered because the principal sources of 
reservoir energy, water and gas dissolved in the oil or associated with it, were 
dissipated irregularly or at uneconomic rates. In addition, more wells were 
frequently drilled into a pool than were necessary to produce the oil efficiently 
or than were desirable in terms of realizing the maximum ultimate recovery. 
Many of the provisions of the prorationing laws therefore have been designed 
to regulate the drilling and operation of wells in each pool in accordance with 
the reservoir characteristics in order that the natural gas-oil and water-oil pres- 
sures will not be wasted and the ultimate recovery thereby jeopardized. 

A second important group of provisions in the prorationing laws are designed 
to allocate the production of a field fairly among the various property holders. 
Much trial and error have accompanied the development of the allocation formu- 
las, and in many States the formulas still leave much to be desired. At the 
outset, production was frequently allocated among leaseholders on a flat per-well 
basis or on a per-well basis modified to take into account individual well charac- 
teristics such as bottom-hole pressures, gas-oil ratios, sand thicknesses, and pro- 
duction under open-flow conditions. Under these formulas, the produc- 
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tion allowed from a particular lease could be raised by drilling more wells 
on the property. Lease operators therefore promptly began to drill many more 
wells than were necessary or desirable in order to capture as much of the oil in 
the reservoir as possible. The compulsion of the rule of capture which had pre- 
viously applied to both the producing and drilling of wells was thus under the 
new prorationing laws merely transferred to and concentrated on the drilling of 
wells. 

As the number of wells increased beyond that necessary to produce a field’s 
allowable, further reductions in the per-well allotments became necessary. 
As a consequence, development costs per barrel of crude oil produced tended to 
rise, and in some fields the per-well allowable became so small that the well 
operator had no chance to recover his investment in a reasonable period of time. 
In recognition of these circumstances, most of the major producing States later 
adopted regulations controlling the spacing of wells and in a number of in- 
stances embodied acreage factors in their allocation formulas. Moreover, in 
recent years progress has been made in some of the States toward the operation 
of oil pools on a unitized basis. Under unit operation the property owners share 
in the total development cost and output of a field in accordance with a pre- 
arranged formula, and competitive drilling and producing in the field are thereby 
eliminated. 

The third major feature of the prorationing laws has been the adjustment of 
production to market demand at times when production at maximum efficient 
rates would produce more oil than the market could readily absorb. This 
matter has been one of the most controversial aspects of the entire prorationing 
program and cannot be discussed here at any great length. Suffice it to say that 
those who favor the adjustment of production to market demand offer three 
general arguments in support of their position: First, it is contended that the 
curtailment of production to market demand is necessary to protect the correla- 
tive rights of the leaseholders to the underground reservoirs. It is argued that 
in the absence of such restraints some producers of a pool would be able to sell 
their output while others could not and that the latter would thus suffer drainage 
of their properties. Second, it is contended that the adjustment of production 
to market demand is necessary as a conservation measure because the irregular 
withdrawals which would result from the fact that some producers could sell 
while others could not would interfere with the orderly development of a field and 
impair ultimate recovery. Finally, it is pointed out that a producer who cannot 
sell his oil in times of slack demand might store the oil above ground, but that 
such a course of action would involve a large investment in tankage, hazards of 
fire and explosion, and waste because of the volatile character of the oil, and 
would be generally less desirable from an economic standpoint than storage of 
the oil underground. 

In reply to these arguments, the opponents of prorationing to market demand 
point out that the amount of oil the market can absorb is a function of price 
and that if production were continued at the maximum efficient rates the price 
would fall in times of slack demand, the market would thereby be enlarged, and 
demand and supply would be brought into balance at a lower price level. The 
validity of this argument rests to a considerable extent on the assumption that 
the short-run demand for defined products is fairly elastic, a point which is 
certainly open to question, and on the amount of crude oil which happens to 
become available in a particular time period. At certain times in the history of 
the industry, the supplies of crude oil have unquestionably been so great that it 
would have been impossible to bring about a satisfactory adjustment of supply 
to demand through lower prices without serious disruption of the industry and 
the incurrence of economic waste in one form or another. 

In 1952, 22 States were members of the Interstate Oil Compact Commission." 
In addition, California had a conservation program which was carried out on a 
voluntary basis through the Conservation Committee of the California Oil Pro- 





1Texas, Oklahoma, Louisiana, New Mexico, Kansas, Arkansas, Michigan, Florida, Ala- 
bama, Mississippi, Indiana, Tennessee, Illinois, Ohio, Colorado, Kentucky, Montana, New 
— West Virginia, Pennsylvania, Arizona, and Georgia, the latter two being associate 
members. 
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ducer’s Association. Wyoming, another important producing State, also had a 
conservation program, although it was not a member of the Interstate Oil 
Compact Commission and did not have comprehensive conservation laws. The 22 
members of the Commission, together with California and Wyoming, accounted 


=. 


for about 99.7 percent of the domestic crude-oil production in 1952. 


FUNDAMENTALS OF THE PETROLEUM INDUSTRY 
(Dorsey Hager, 1939, pages 274-276) 


OIL-FIELD DEVELOPMENT 


The oil industry, under proration in contrast to the earlier practices in the 
industry, is like a mature giant with definite policies to guide him, where as 
for many years he had been acting like an awkward, shambling adolescent, un- 
certain of himself and distrustful of any decided line of action. 

Before proration was established, there was little or no control of production ; 
wells were brought in without relation to the general market. A well making 
20,000 barrels of oil daily was allowed to flow its maximum production. Com- 
petitive drilling in a new field of any size soon resulted in flooding the crude- 
oil market. Much of the oil so produced brought a low price. 

The industry was subject to all the uncertainties attending new oil booms, 
such as great surpluses at times when the demand was inadequate to keep pace 
with thé rate of production. 

Under proration oil-field development is no longer carried on as a highly com- 
petitive race for oil. Development is controlled and follows a program governed 
by State regulations. If one or several concerns own a field and organize it as a 
unit, its development follows an orderly procedure carried out with a minimum 
of drilling. 

Proration existed within most of the oil-producing States before State of gov- 
ernmental action was taken, the operators in the various fields determining 
their own proration schedules. 

The State authorities of Colorado, Kansas, Oklahoma, Texas, New Mexico, 
and Illinois have, with the approval of the Federal Government, entered into a 
six-State compact to control oil production. Other oil States, while not in the 
compact, have agreed to limit their production in line with allocations set by the 
United States Bureau of Mines. The prorations within each State are subject to 
regulation by State authorities. 

The purposes of proration are: To maintain gas and water pressures in the 
oil fields in order that wells may flow their production as long as possible; to 
restrict production to the actual demands of the market; and to eliminate the 
wastage of natural gas from oil fields. There is no longer any basis for local 
gluts, as each State is now allocated a definite number of barrels daily, based on 
figures compiled monthly by the United States Bureau of Mines. Within the 
States each field is allocated a definite production, and within each oil field the 
various producing properties are allotted a definite allowable amount per well 
or lease. Wells are brought in under control, and allowable production is set 
for each leaseholder in proportion to acreage, sand thickness, and the number of 
producing wells. [Italics supplied.] 

As a result, operating practices have changed greatly. Wells in new fields 
are now induced, if possible, to flow their production not as large gushers, but 
as small wells under high pressure. The natural gas in the oil sands is main- 
tained as an expulsive agent, and the natural water drive in most fields assists 
in washing the oil from the sands and maintains a constant pressure on the oil. 
In many fields water under heavy hydrostatic head surrounds the field, as 
explained in chapter V, page 85. As the gas and oil is withdrawn, water not 
only fills the space left by the gas and oil but also exerts a driving force that 
washes the gas and oil toward the well. If the gas and oil are withdrawn too 
rapidly, water may force in ahead and form a cone around the well, shutting off 
the gas and oil (see fig. 99). 
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With controlled development and with a “backlog” of known oil reserves, the 
industry can proceed with surer steps. The pioneers who search for new oil 
fields will be richly rewarded for their discoveries, but the old hit-or-miss system 
is practically dead. 


The Cuarrman. Any further questions? 

That concludes your part of the hearings, Mr. Flemming. Thank 
you very much. 

Mr. Fitemminea. Thank you, Mr. Chairman. 

The CuarrmMan. The committee will now adjourn until tomorrow 
morning at 10:30. And I shall not be a to preside. Mr. 
Rogers, the gentleman from Colorado, will preside. 

The witness tomorrow will be Mr. Frederick Franklin, a WOC. 

(Whereupon, at 4:25 p. m., the subcommittee recessed, to reconvene 
at 10:30 a. m., Friday, November 4, 1955.) 

(The following correspondence was had between the subcommittee 
and the Director of the Office of Defense Mobilization :) 


NOVEMBER 9, 1955. 
Hon. Artuur 8S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington 25, D. C. 


Dear Dr. FLEMMING: In addition to the information requested at the hear- 
ings on November 2 and 3, it would be appreciated if you would prepare and 
submit to the committee the following statistical information to supplement your 
testimony before the House Antitrust Subcommittee with respect to the activ- 
ities of your Office concerning imports of petroleum and petroleum products: 

(1) A table or tables which would show the amounts of crude oil imported 
into the United States during each month of 1954 and 1955 to date by the com- 
panies, including their subsidiaries and affiliates, alleged to be members of the 
international oil cartel. These companies are Standard Oil Co. (New Jersey), 
Standard Oil Co. (California), the Texas Co., Gulf Oil Corp., Socony-Mobil Oil 
Co., Ine., the Royal Dutch/Shell group, and the British Petroleum Co. These 
tables should give, in addition to the amounts of crude oil each company imported, 
the country of origin of such crude oil, the area of the United States into which 
delivery was made, and a percentage comparison of such shipments of crude oil 
to the total imports of crude oil during the period. 

(2) A table or tables which set forth comparable information with respect 
to imports of residual fuel oil. 

(3) Tables which set forth comparable information with respect to imports 
of crude oil and residual fuel by companies other than those comprising the 
alleged international petroleum cartel. 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


NOVEMBER 18, 1955. 
Hon. ArTHuR S. FLEMMING, 
Director, Office of Defense Mobilization, 
Washington 25, D. CO. 

Dear Dr. FLEMMING: Apparently through oversight when you returned your 
corrections to the transcript of your testimony on November 2 and 3 before the 
House Antitrust Subcommittee, you failed to supply certain additional informa- 
tion which had been requested at the hearing. The information requested at the 
hearing, which as yet has not been received by the subcommittee, appears on 
transcript pages 682, 683, 752, 757, 759-760, 763, 889, 894, and 898. In order that 
you may readily ascertain the information desired, I am returning to you the 
transcript of your testimony. 

It would be appreciated if you could supply the information requested at the 
hearing, as well as the information requested in my November 9, 1955, letter to 
you, by November 30. 
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In addition, at the hearing you assured the subcommittee that you would 
investigate to ascertain whether, in the United States, domestic production of 
crude petroleum is restricted to market demand and whether any activity of the 
Federal Government resulted in participation by the Federal Government in the 
operation of such restrictions. You also assured the subcommittee that you would 
take up with the Cabinet Committee on Energy Supplies and Resources Policy 
the matter of any process whereby domestic production of crude petroleum is 
restricted to market demand, its significance, if any, to the mobilization programs 
of the United States, and the advisability of programs to restrict imports of 
crude petroleum and residual fuel oil into the United States, for purposes of 
national defense and the promotion of a strong domestic industry, in the light 
of the existence of any process which restricts domestic production to market 
demand after an allowance for imports (transcript, pp. 901-918). 

In order that the House Antitrust Subcommittee may be kept advised with 
respect to these matters, it would be appreciated if you would, as soon as con- 
veniently possible, supply information which would provide detailed answers to 
the following questions: 

1. Is domestic production of crude petroleum in the United States restricted 
in some manner to market demand? 

2. How is market demand determined in any process which so restricts domes- 
tie production of crude petroleum? 

8. Is the production of crude petroleum in the United States restricted in such 
a way that the amount produced in a given month is dependent upon market 
demand less anticipated net imports? 

4. What is the role, if any, of the Bureau of Mines Monthly Petroleum Fore- 
easts in any process by which domestic production of crude petroleum is 
restricted ? 

5. Are the activities of the various State regulatory agencies in restricting 
domestic production of crude petroleum coordinated in any way and does any 
activitiy of the executive branch play a role in such coordination? 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., December 5, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CELLER: I am submitting herewith the answers to the questions 
asked of me before your subcommittee hearing of November 3, 1955, later referred 
to in your letter of November 18, 1955, and the tables requested in your letter 
of November 9, 1955. 

1. Question: Who were the members of the staff that assisted the task force 
of the Presidential Advisory Committee on Energy Supplies and Resources 
Policy? Were they paid? If so, by whom? 

Answer: Attached is a complete listing of the task force members and staff, 
the type of appointment, duration of service, and affiliation during period of 
service. The Office of Defense Mobilization advanced funds to support the 
Committee’s operation. Reimbursement to ODM for the cost involved was made 
by contribution of member agencies of the Presidential Advisory Committee. 

2. Question: Were any of the consultants from oil companies who import but 
do not have foreign producing properties? 

Answer: No. The Humble Oil & Refining Co., Houston, Tex., with which Mr. 
Gonzales was affiliated, neither imports nor has foreign producing properties, 
and the Continental Oil Co., New York, N. Y., with which Mr. Jureney was affili- 
ated, does not import but has a few foreign producing properties. 

3. Question: Did the consultants act as a committee? How did they work? 

Answer: During the latter part of 1954 the consultants met with the appro- 
priate task force member for the purpose of developing material for inclusion in 








1498 WOC’S AND GOVERNMENT ADVISORY GROUPS 


the task force report which required the exercise of their special competencies. 
Some members of each task force worked intensively in space provided in the 
Executive Office Building or in the Department of the Interior for approximately 
1 month. Others participated in occasional work sessions or were consulted by 
phone. Controversial issues were debated within each group of consultants and 
on occasion between the oil and coal groups. 

4. Question: Are the consultant reports available? 

Answer: Yes. The oil and gas report, natural-gas report, and report of the 
coal industry are enclosed herewith for your perusal. 

5. Question: Were there coal consultants? 

Answer: Yes. Refer to the listing provided in answer to question 1. 

6. Question: When did Standard Oil Co. of New Jersey begin restricting 
imports of residual fuel oil? 

Answer: Reported figures indicate that Standard Oil of New Jersey began 
restricting imports of residual fuel oil in the third quarter of 1955. 

7. Question: Who were the people in the Departments of State and Interior 
who analyzed the reports of the petroleum importing companies? 

Answer: In the Department of State the following members of the Fuels 
Division, Office of International Trade and Resources, analyzed the reports: 
Robert Eakens, Earl R. Beckner, and Richard Miller. In the Department of the 
Interior the following members of the Oil and Gas Division analyzed the reports: 
Frederick S. Lott, Francis X. Jordan, and Margaret B. Dzubak. 

8. Question: Has the Federal Government granted funds for the exploration 
for petroleum? 

Answer: No. 

In accordance with your request of November 9, 1955, the attached tables 
listing crude oil and residual fuel oil imports by companies have been compiled 
from reports issued by the Texas Railroad Commission. 

The reports covering imports into the United States do not represent total 
crude oil or residual fuel oil imported in a given month because all companies 
importing petroleum do not submit reports to the commission. For this reason, 
the grand totals shown on the attached tables are Bureau of Mines import totals. 
The difference between the Bureau of Mines and the commission totals are listed 
on the tables as “unreported” imports. 

The data imposes definite limitations on answering your request for residual 
fuel oil import information by company. In addition to the fact that all im- 
porters of residual fuel oil do not report to the commission, some of the companies 
that do report do not break down their refined product imports by type of 
product. The Standard Oil Co. (N. J.) for example, reports refined product 
imports simply as product imports over 25 degrees API gravity and under 25 
degrees gravity. Their reported product imports under 25 degrees do include 
residual fuel oil but this basket category also includes asphalt and road oil. 
Another company reporting combines residual fuel oil and distillate fuel oil and 
reports the total only. Furthermore, the residual fuel oil imports listed are as 
much as 23 percent below the Bureau of Mines residual import total. Therefore, 
the attached table on residual fuel oil imports should be used only if its limi- 
tations are thoroughly pointed out. 

You will notice that the Royal Dutch Shell group does not report under that 
title, instead reporting through its individual subsidiaries and affiliates, which 
are Asiatic Petroleum, Shell Oil, and Shell Caribbean. The British Petroleum 
Co. does not report since it is not an importer of crude oil or residual fuel oil into 
the United States. 

I trust that this information will be of assistance to you and if I may be of 
further help do not hesitate to call. 

Sincerely yours, 
ARTHUR S. FLEMMING, Director. 
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Presidential Advisory Committee on Energy Supplies and Resources Policy 


Name 


TASK FORCE COMMITTEE 


Brownlee, James F. 
(Chairman). 
Potter, Charles J__......- 


Warren, John E____..-.-- 
Wilkin, Robert N..-..---- 
STAFF 


Fisher, Joseph L. (staff 
director of task force). 


Kunen, James L. (staff 
counsel). 
PR Ts. WE dsicnannsee 


CONSULTANTS ON COAL 
BA, Gis Bia issn cinctin stn 
Earnest, Frank W., Jr_-- 


Moore, Daniel L-_-------- 


CONSULTANTS ON OIL 


Gonzalez, Richard J___.-- 
Gettell, Richard G_____- 


Burrill, Cecil L.....-.--- 


Hardwicke, Robert E._-- 


Jameson, Minor §., Jr...-| 


Jurenev, Serge G._..----- 


CONSULTANTS ON GAS 


WG, Fos Za deene 


Caine, Walter E....--...- 


Cullman, Alan A 


Parkes, Edmundson. - - -- 


1 Present. 








Type of appoint- 


ment 


Consultant WOC. 


Expert, $50 per | 
diem. 


ntiren Gis cadena 


Nonreim bursable 
detail. 


Consultant WOC. 





| Oct. 


| Oct. 


EOD date 


Feb. 10,1953 | 
Sept. 29, 1954 


Sept. 22, 1954 


Oct. 20,1954 


Sept. 22, 1954 | 


26, 1954 | 


Oct. 25, 1954 


Oct. 6, 1954 


12, 1954 





- 20, 1954 | 


6, 1954 


Oct. 7, 1954 


| 
| 
| 


Oct. 


20, 1954 | 

| 
12, 1954 | 
3, 1954 | 


Oct. 


Nov. 


12, 1954 |.--- 


Separation 
date 


(') 
Jan. 31,1955 


Feb. 28,1955 


Dec. 


Jan. 3, 1955 


Nov. 30, 1954 


Nov. 24, 1954 


Nov. 30, 1954 


Nov. 19, 1954 | 


Nov. 30, 1954 


tached Gaia: 


Dec. 2, 1954 


1, 1954 | 


Affiliation during period 
of service with ODM 


| 

| Partner, J. H. Whitney & 

| Co., New York, N. Y. 

President, Rochester & 
Pittsburgh Coal Co., 

| Indiana, Pa. 

| President and petroleum 
consultant, National City 
Bank, New York, N. Y. 

United States district judge 
(retired), northern dis- 
trict of Ohio. 


| 

Associate director, Re- 
sources for the Future, 
Inc., Washington, D. C. 

Attorney at law, Washing- 

| _ ton, D. C. 

Department of the Inte- 
rior, Bureau of Mines, 
Washington, D. C. 





Manager of business sur- 
veys, Pittsburgh Con- 
solidated Coal Co., Pitts- 
burgh, Pa. 

President, Anthracite In- 
stitute, Wilkes-Barre, 
Pa. 

Vice president and treas- 
urer, C. A. Hughes & 
Co., Rich Hill Coal 
Mining Corp., Cresson, 
Pa. 


| Director-treasurer, Hum- 
ble Oil & Refining Co., 
Houston, Tex. 

Chief foreign economist, 
The Texas Co., New 
York, N. Y. 

Chief economist, Standard 
Oil Co. of New Jersey, 
New York, N. Y. 

Senior partner, Hardwicke, 
Haddaway & Pope, at- 
torneys, Fort Worth, 
Tex. 

Assistant to president, In- 
dependent Petroleum 
Association of America, 
Washington, D. C. 

Assistant to chairman of 
the board, Continental 
Oil Co., New York. 


President, Southern Nat- 
ural Gas Co., Birming- 
ham, Ala. 

Vice president, Texas East- 
ern Transmission Corp., 
Shreveport, La. 

Controller, Columbia Gas 
System Service Corp., 
New York., N. Y. 

| Vice president, United Gas 
Pipe Line Co., Shreve- 
port, La. 
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OIL AND GAS REPORT 


Prepared by staff consultants for the task force of the Cabinet Committee on 
Energy Supplies and Resources Policy, November 15, 1954 


PREFACE 


The following consultants assisted in the preparation of the report on oil and 
gas for the task force of the Cabinet Committee on Energy Supplies and Re- 
sources Policy: Cecil L. Burrill, Richard G. Gettell, Richard J. Gonzalez, Robert 
E. Hardwicke, Minor 8S. Jameson, Jr., and Serge B. Jurenev. 

Imports and the related discussion on international trade policies are the 
only issues on which there is a substantial difference of opinion among the 
consultants. Therefore, the report presents the case for and against maintain- 
ing present import policies without arriving at an agreed conclusion on this 
question. 


I. INTRODUCTION AND BACKGROUND 


Power for progress and defense depends on ample supplies of energy. Great 
strides have been made by the people of the United States within this century 
in multiplying production, easing the burden of work, and raising the standard 
of living. Fluid fuels—oil and gas—have been principal contributors to this 
progress. They have become our principal source of energy as we have far out- 
run the rest of the world in the use of mineral fuels. 

This Nation is unique in its large use of fuels and in its ability to produce 
enough from domestic resources to meet domestic requirements. Its use of oil 
exceeds that of the rest of the world, and its productive capacity exceeds con- 
sumption. While imports currently supply part of domestic requirements, this 
is a matter of economics rather than of any lack of domestic capacity to supply 
all requirements. 


Growth in total energy requirements 


A century ago the muscles of men and animals furnished 94 percent of the 
energy used in this country, while coal supplied most of the remaining balance. 
The ratio is now reversed as inanimate energy has been harnessed to multiply 
our productive capacity. As late as 1900 coal supplied over 90 percent of the 
mechanical energy, including waterpower, used in the United States. By 1953 
the use of inanimate energy was five times as much as in 1900, and coal supplied 
only 30 percent of the total. Oil, gas, and waterpower represented about 42 
percent, 23 percent, and 4 percent, respectively, of the total energy consumption 
in 1953. These forms of energy have experienced a rapid increase during the 
present century whereas coal has generally shown a declining trend from the 
record levels attained in World War I (1917-18) and equaled again in World 
War II (1943-44). 

The growing use of energy per capita and in total results from rapid in- 
dustrialization, mechanization of agriculture, expansion in automotive trans- 
portation, and the greater residential requirements for heating and for power to 
operate appliances. Liquid fuels have been particularly important in trans- 
portation, although the other products necessarily produced in supplying fuels 
for automotive equipment have also come to occupy a significant role in the 
economy. 


Role of liquid fuels 

With the internal combusion engine predominating in transportation, liquid 
fuels are indispensable and their function cannot be served by either coal or 
natural gas. Oil operations have been geared largely to supplying the rapid 
increase in demand for gasoline. In the process, other fuels have been made 
available at prices attractive to consumers not only for transportation but also 
for home heating, industrial use, and other purposes. 

The concurrent development of motor vehicles and fuels has provided un- 
equaled mobility for the people of the United States. This characteristic in- 
fluences the way we live, the trend to suburban residence, and the location of 
industrial plants. In fact, mobility is so much a part of our way of life that 
it is largely taken for granted. 
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Consumption of liquid fuels in the United States exceeds 700 gallons annually 
per capita. About half of this use is for transportation by automotive vehicles, 
planes, vessels, and diesel locomotives. The remainder is largely for heat and 
power, although the quantities of special products, such as lubricants, are quite 
important. Per capita use of oil in the United States is nearly 50 percent 
higher than in Canada, from 3 to 7 times as much as in Australia, the United 
Kingdom, and France, and more than 150 times as much as in India. 

From 1920 through 1953, demand for gasoline increased tenfold. In 1920, 
under the then existing refinery techniques, only 26 percent of a barrel of 
crude was converted into gasoline. The yields of fuel oils and kerosene amounted 
to 61 percent, and the remaining 13 percent consisted of a variety of products, 
such as lubricants, greases, and asphalt. The markets for products other than 
gasoline at that time were limited in scope and had to be actively developed 
to permit an output of automotive fuel in volumes sufficient to meet rapidly 
growing demand. 

Improvements in refinery techniques have gradually increased the average 
gasoline yield to its present level of 45 percent. Technological progress, which 
made this improvement in gasoline yields possible, has been also the major 
contributory factor in the industry’s ability to convert a constantly increasing 
proportion of a barrel of crude oil into lighter, more highly refined, and more 
efficient fuels. An example of this is the trend in the relative size of yields of 
residual fuel oil, which is directly competitive with coal in many industrial 
uses. In 1930 (the earliest year for which figures are available) the yield of 
this low-gravity product was 31 percent. Currently it is less than 17 percent. 

Over a period of time, relative yields of various products from a barrel of 
crude oil are determined by economic and technological factors. In effect, these 
yields represent the most efficient economic rates of converting crude oil, the basic 
qualities of which may vary widely, into fuels and lubricants to meet the exist- 
ing demand patterns. These in turn are set by consumer preference based on 
availability, price, and convenience. 

Until the middle thirties, light heating oils were essentially a byproduct of 
automotive-fuel production. In subsequent years, and particularly after World 
War II, they have been steadily gaining consumer preference because of con- 
venience and price factors. With over 7 million oil burners, comprising one- 
half of all domestic automatic heating devices in use at the end of 1953, light 
fuel oil has become an indispensable product. Refinery yields of light fuel oil 
(inclusive of diesel fuel) increased from 10 percent in 1935 to the current level 
of 21 percent. 

Technological progress in refining and the ability to develop markets for other 
products have enabled the petroleum industry not only to meet the tenfold ex- 
pansion in gasoline demand over the span of one-third of the current century, 
but also to make this product available at prices that are lower now than they 
were in 1920. During that year, retail gasoline prices in 50 cities in the United 
States averaged 29.74 cents per gallon exclusive of taxes. The comparable 
average price in the same cities in 1953 for a product of considerably superior 
quality was 21.28 cents per gallon. Even with increasing taxes, the delivered 
price of gasoline was still less in 1953 than in 1920. Considering the decline 
in the purchasing power of the dollar, the decrease in the real cost of gasoline 
to the consumer has been more than 40 percent. At the wholesale level, the 
index of petroleum and product prices has closely followed that of all commodities 
since about 1929. 


Oil for defense 

It is axiomatic that military engagements are won by moving sufficient men 
and war materiel to the point of attack or defense as needed. Therefore, mobil- 
ity is crucial to defense. Operation of military equipment depends almost en- 
tirely on liquid fuels for which there are no substitutes. In World War II, 
for example, petroleum products accounted for 60 percent of the tonnage shipped 
overseas in support of our military effort. During the Korean incident this 
percentage was even higher. 

In any future emergency, mobility requirements for Armed Forces and war 
materiel are likely to be on a global basis. Consequently, liquid fuels for trans- 
portation purposes will receive a greater emphasis than ever before (1) for 
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combat purposes, and (2) for movements of materials and manpower to the war 
industries. 

In the operation of defense industries, some interchangeablity of fuels is pos- 
sible, largely in installations that can be converted from residual fuel oil to 
coal or gas. The maximum conversion to solid fuels in World War II represented 
only a small part of the total use of residual fuel oil. Therefore, the use of liquid 
fuels for industry as well as for military purposes is likely to increase in an 
emergency as it did during World War II. Substantial supplies can be diverted 
from normal civilian use by rationing, however, and made available for more 
essential use. 

In times of emergency, the output of products required for military purposes 
can be increased by (1) changes in yields, (2) modification of facilities, and 
(3) addition of new facilities. For example, the output of aviation gasoline 
was increased from 40,000 barrels daily at the beginning of World War II to 
over 500,000 barrels daily at the peak. In the Korean conflict, the industry’s 
capacity to produce aviation gasoline of higher specifications than in World 
War II was more than doubled within a year and a half. 


The processes required to supply oil products 


The basic task of the petroleum industry in times of peace and war is to 
deliver at points of use adequate volumes of petroleum products of the quality 
and specifications desired by consumers, including the military forces. The 
fulfillment of this task involves (1) discovery, development, and production of 
underground reserves; (2) conversion of crude oil into refined products ready 
for use; (3) transportation of crude oil to refineries and of refined products to 
markets; and (4) distribution to the point of consumption through a network of 
facilities. 

By its nature, crude oil is where you find it. In the United States crude oil 
reserves and production are concentrated in Texas, with about half of the total; 
California with about 13 percent; Louisiana, Oklahoma, Kansas, and New 
Mexico with about 27 percent; and Wyoming with 4 percent. These seven States 
produced in 1953 about 90 percent of the total domestic production. 

On the other hand, the markets for petroleum products are national in scope. 
The areas of relatively high consumption are the industrial, thickly populated 
States of the east coast, midcontinent, and west coast. With few exceptions, 
these consuming areas are at considerable distance from their main sources of 
domestic petroleum supply. The location of production and markets have deter- 
mined the structure of refining, transportation, and distribution facilities. 

There are some 350 refineries in the United States with a reported capacity 
of about 8,200,000 barrels daily. There are many interior refineries located 
near production and in proximity to major markets, in addition to the large 
refining centers at coastal locations. 

A large, specialized system has been developed for the movement of crude oil 
and refined products. The pipeline network includes over 60,000 miles of gather- 
ing lines to collect crude oil from wells, about 75,000 miles of crude-oil trunk- 
lines, and more than 22,000 miles of product lines. Of the world tanker fleet 
of about 36 million dead-weight tons, about 40 percent is registered under the 
United States flag or operated by domestic concerns under foreign registry. 
About 2,200 barges operate on inland waterways. There are also more than 
27,000 tank-truck trailers in petroleum service, and about 140,000 tank cars 
available largely, though not exclusively, for petroleum products. These various 
transportation facilities interconnect crude-oil producing areas, refineries, and 
distribution centers. 

In the process of maintaining operations and meeting demands, large storage 
facilities and inventories are required. At the end of 1953 inventories of crude 
oil and refined petroleum products were in excess of 725 million barrels. Stor- 
age capacity in 1954 was well in excess of a billion barrels. For crude oil and 
the major refined products, storage capacity was about half filled with inven- 
tories according to surveys made recently by the National Petroleum Council. 

Distribution of petroleum products is carried on through extensive facilities 
by thousands of jobbers and dealers. These distributors operate a large number 
of bulk and service stations in delivering products to the ultimate consumers. 


Size of the petroleum industry 
At the end of 1953 the gross investment in the major types of petroleum facil- 
ities in the United States was estimated to be as follows: 
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Estimated gross investment 
in properties, plants, and 
equipment, at Dec. 31, 
1953 


Millions of Percent of 
total 


Production 

Refineries and chemical plants 
Transportation 

Marketing 





Source: Chase National Bank, 


In the 8 postwar years, 1946-53, the petroleum industry spent on additions to 
its property, plant, and equipment in the United States an average of better than 
$3 billion annually. Capital expenditures for 1953 were estimated at $4.6 
billion. This was more than 18 percent of the $24 billion spent during that year 
by all industries in the United States for producers’ durable equipment. Ap- 
proximately two-thirds of the petroleum industry’s capital outlays in each of 
these 8 postwar years were consistently directed toward finding and developing 
new oil and gas reserves. 

The growing importance of the petroleum industry as a supplier of energy 
fuels has been accompanied by a commensurate expansion in its contribution to 
the national income and wealth. It is now one of the largest and most important 
parts of the country’s economy. In the size of its total assets, the petroleum 
industry is exceeded only by agriculture and the combined public utility industry 
(electricity, gas, and communications). In the volume of its annual production, 
which aggregated 574 million short tons of oil and gas in 1953, it ranks first. At 
primary production level, the value of the petroleum industry’s output in 1953 
was more than $7 billion and exceeded the value of all other minerals produced 
in the United States. Additional values were created by the petroleum industry 
through refining, transportation, and distribution services. 

The values generated by the petroleum industry in the discovery and ultimate 
sale of energy fuels, and distributed in the form of wages, taxes, payments for 
purchases of materials and services, and dividends, constitute a significant part 
of this country’s gross national product and income. The industry provides 
employment for approximately 1,700,000 people in various phases of its opera- 
tions, and has approximately $25,000 invested in gross assets per employee. 


Peculiar risks in production 

While transportation, refining, and distribution operations in petroleum differ 
in many ways from comparable operations in other industries, producing opera- 
tions have unique characteristics even by comparison with other mining ven- 
tures. Discovery and development of oil and gas are basic to the entire opera- 
tion of the industry and require a major part of the total investment. Certain 
peculiar characteristics of petroleum create special problems that must be de- 
scribed to provide an understanding of producing operations. 

Oil and gas occur in the pore spaces of rock formations far beneath the surface 
of the earth. The average depth of wells drilled by the industry exceeds 4,000 
feet, and an increasing proportion of wells are deeper than 10,000 feet. 

Unlike other minerals, oil and gas cannot ordinarily be located by surface 
outcrops. They must be sought instead by expensive geological and geophysical 
exploration methods, designed to locate underground conditions in which fluids 
may have been trapped. The indications of underground structural conditions 
are not always accurate or reliable, and there is no way of knowing whether a 
favorable appearing structure contains oil or gas at all, much less whether the 
deposits are of commercial nature, without drilling exploratory wells to test the 
particular formations that are considered potentially oil bearing. Of the thou- 
sands of wells drilled annually in the search for new fields, experience indicates 
that only about 1 in 9 results in a discovery of oil or gas. Even then, some dis- 
eoveries are commercial failures. After a field is discovered additional wells 
must be drilled to develop and produce the reserve, as one well can drain only 
a limited area. 
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In the process of development, many additional dry holes are drilled. In the 3 
years 1951-53 nearly 40 percent of the 140,000 wells drilled have been dry holes. 
In other words, the petroleum industry’s recent experience is that for 3 producing 
wells it must expect to drill 2 dry holes on the average. Unfortunately, however, 
there is no way of knowing what results will be realized from expenditures for 
exploration and drilling, no matter how large, until after the money has been 
spent. In this respect, development of petroleum resources is unlike manufac- 
turing and most other types of business in which the amount of capacity resulting 
from a specific investment can be estimated in advance with reasonable accuracy. 

Another inescapable difference encountered in petroleum operations is the 
steady decline in capacity to produce from a field as the reserve is depleted, 
despite the best conservation practices. By contrast, capacity in manufacturing 
may be maintained close to original levels for a considerable period of years by 
proper maintenance. It is estimated that the ability to produce from proved 
developed reserves in the United States decreases at a rate of about 7 or 8 per- 
cent annually, so that availability would decrease about one-third in 5 years in 
the absence of new discovery and development. 

The peculiar circumstances in discovering and maintaining production make 
a considerable difference in the nature as well as degree of risk between petro- 
leum development and most other business investments. 


Factors determining development of petroleum resources 


The ultimate amount of oil and gas underneath the surface of the earth is 
indeterminate except for fields already discovered and developed. Further 
availability of supplies depends not only on physical existence but also on eco- 
nomics. That mere existence of a mineral in a natural state does not mean 
that it is of value. Even though the existence of a mineral may be well known, 
the cost of making it available may exceed its value so that it is not of economic 
significance. It is the ability to find previously unlocated resources that have 
existed untapped for geologic ages and to convert them into useful materials at 
a price which makes them of value to consumers that creates available fuel 
supplies. This point is developed further by the following statement from a 
report of the National Petroleum Council in 1952 on Petroleum Productive 
Capacity, page 5: 

“Future available supplies of fuels have not been viewed generally in economic 
terms. In comparing future fuel resources of the United States, estimates of the 
total amount of coal and lignite underlying the surface of the United States 
have usually been compared with proved reserves of oil and natural gas. Such 
comparisons are meaningless. They fail to consider (1) whether the solid 
fuels are economically available and (2) potential petroleum resources that 
may be found in the future. The difference between estimates of coal reserves 
and those commercially available is expressed in the following statement: 

“‘One conclusion should be crystal clear from this estimate of the coal re- 
serves in the United States: Unless truly fantastic improvements in the state of 
the arts are achieved, our descendants will have to pay far more for coal than 
the prices paid both in the past and at present. Large portions of the coal re- 
serves listed by Campbell are of such poor quality, are located in such out-of-the- 
way corners, are so unfavorable as to thickness of vein, depth, etc., that only 
unheard-of ingenuity or desperate need will render them available for use. In 
other words, they are not commercial reserves now, and they may never be.’ * 

“The petroleum industry almost always deals with known, recoverable re- 
serves. Estimates of proved reserves are limited to that part of discovered oil 
which can be recovered by known methods and at present levels of costs and 
prices. None of the large quantities of oil known to exist in proved fields but 
not expected to be recovered by prevailing methods of production or at prevail- 
ing prices are counted as reserves. Reserve estimates are modified as develop- 
ment indicates more oil in place or more productive acreage, or experience dem- 
onstrates that improved technology, lower costs, or higher prices will permit 
greater recovery than previously expected. They are made field by field and are 
not approximations for large areas, as in the case of estimates of coal. 

“Failure to take into account economics has caused considerable confusion 
in thinking about available fuel resources. Coal and lignite have been stressed 
as far outweighing oil and gas, without any consideration of the costs of making 
them available to fuel-consuming areas. Potential supplies of oil and gas have 


1Zimmermann, Erich W., World Resources and Industries, Rev. edition, p. 462. 





Woc’s AND GOVERNMENT ADVISORY GROUPS 1521 


been underestimated by considering only the presently proved reserves or con- 
servative estimates, amounting to minimum figures of the lowest possible order 
of magnitude, of what may be found in the future. 

“Consideration of the fuel resources of the United States must face economic 
realities. In spite of past comparisons indicating much more coal available than 
oil and gas, the fact remains that oil and gas have been the source of all the in- 
crease in mineral energy produced in the United States since 1920. While proved 
reserves of petroleum have increased greatly, estimates of probable ultimate 
coal reserves have been reduced substantially. Such changes mean that the oil 
industry has been able to discover, develop, and deliver increased petroleum re- 
sources at attractive prices by comparison with competitive fuels. Thus, an 
inquiry as to future fuel supplies must concentrate on the significant question of 
economic availability, not the theoretical question of potential resources.” 

Exploration and development of petroleum resources are expensive, involving 
an estimated expenditure in excess of $3 billion annually. The major part of this 
capital is generated from operations. The peculiar risks of exploration limit 
the availability of borrowed capital for this purpose. The cost of this outlay 
plus a return on the capital risked is such a large part of the cost of refined 
products to consumers that the most economic means of meeting requirements 
is to develop resources as they are needed. The petroleum industry is constantly 
engaged, therefore, in a process of converting previously unlocated resources 
into known, proved reserves sufficient to meet demands. It is expensive and 
uneconomic to try to develop reserves more rapidly than required to meet fore- 
seeable demands and reasonable contingencies. Over a long period of time 
the petroleum industry has operated by developing resources as needed and has 
served the public with the increasing quantities it has required. 

Adequate supplies of oil and gas depend on constant search and development. 
Without such activity, available capacity would decline rapidly. These processes 
require a long period of time, generally 5 to 10 years, to provide new supplies. 
They cannot be increased drastically in a short time. Any substantial fluctuations 
involve considerable cost and are reflected in future availability of new supplies. 
To provide increasing capacity for the future requires a level of activity sufficient 
not only to replace production but also to add to proved reserves. 


Unique problems of petroleum conservation 

Another peculiarity of oil and gas affects their production. Their interrela- 
tion in a producing formation and the fact that they can migrate across property 
lines require certain limitations on production in order to prevent physical 
waste and to protect the correlative rights of different owners in the same field. 
These aspects are the basis of state conservation laws designed to serve the 
public interest by increasing the recovery of oil and gas from the fields discovered 
and to protect and adjust conflicting property interest. 

Conservation laws generally regulate the drilling of wells, production prac- 
tices and rates, and other factors incident to the prevention of waste. Some 
State laws authorize regulation of production so that it will not materially 
exceed current consumption (reasonable market demand) and in no event 
exceed the maximum efficient rate. If the market will take only part of the 
oil that could be produced efficiently, the various wells will often be produced at 
widely different rates in the absence of regulation. Some wells might be entirely 
without market while others produced to the full amount of their efficient rate. 
These circumstances generally cause physical waste in the reservoir and 
migration of oil and gas across property lines. That is, in such circumstances 
one producer will be draining resources from underneath the land of his 
neighbor. Therefore, regulation is used in order to avoid both physical waste 
and inequity among producers. 

Regulation of production to prevent waste affects supply and influences price 
to some extent. Its principal effects are (1) to reduce the violent fluctuations 
in supply experienced as a result of high initial production at wasteful rates 
and the subsequent rapid decline, and (2) to inerease the total supply recovered 
from fields by means of efficient production practices. These developments in 
supply tend to reduce the fluctuations in price, both up and down, and to make 
possible a lower average price because of the reduction in average costs resulting 
from such favorable developments as (1) increased recoveries of oil and gas, 
and (2) the drilling and operation of fewer wells. 

The restriction of production to current consumptive needs is part of the 
mechanism of preventing physical waste and protecting correlative rights. 
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Moreover, such restrictions prevent temporary abundance and abnormally low 
prices. This contributes materially to conservation, because a period of sub- 
normal prices, unless quite short, has several harmful results: (1) premature 
abandonment of stripper wells, with the loss of their remaining reserves; (2) 
temporary disturbance of normal competitive relations among fuels, and (3) 
interference with special types of costly conservation operations required to 
increase ultimate recovery, such as water flooding, cyclings of gas, and re- 
pressuring. 

Conservation has also been an important factor in the existence of a margin 
between production and efficient producing capacity in normal times. Such a 
margin, frequently called reserve-producing capacity, constitutes a desirable 
safety factor for sudden increases in demands resulting from either changing 
economic circumstances or emergencies. At the beginning of both World War II 
and the Korean incident, there was a substantial margin of additional producing 
capacity that proved valuable in meeting increased requirements. This reserve 
capacity is similar in effect to a stockpile available in emergency, although it is 
carried by private industry and not by Government as in the case of some other 
strategic materials. It would not be available without the type of conservation 
programs that have been in effect. 


II. Masor Poticres IN DEVELOPMENT OF PETROLEUM RESOURCES 


Policies of the Federal, State, and local governments, and of the industry itself 
have had a major influence on the development of petroleum resources in the 
United States. Both broad economic policies and specific petroleum policies that 
developed over a long period constitute the framework of existing national 
petroleum policy. 

A. OWNERSHIP OF MINERAL RIGHTS 


Ownership of land in the United States, or ownership by a fee title, to use legal 
language, includes title to subsurface minerals. About three-fourths of the 1.9 
billion acres of land area in the 48 States is owned by millions of individuals and 
private concerns. The United States and the State and local governments own 
the balance. 

Thousands of individuals and business concerns are engaged in the enterprise 
of acquiring from these owners the right to explore for and develop oil and gas. 
The instrument granting such right is usually called a lease. According to 
industry estimates, more than 200 million acres of land are under lease, not 
including leases on public lands. Only a small portion of this area, in the order 
of less than 10 percent, has been proved commercially productive of oil or gas. 
The larger portion covers prospective areas, subject to further exploration. As 
the search for oil aand gas continues, this leased area has increased with 
continual changes in the intensity and location of exploratory effort. These 
widespread and diversified activities have been one of the important factors in 
providing additional petroleum supplies. 

Federally controlled lands, including the public domain and acquired lands, 
total close to 460 million acres in the United States, with the largest areas in 
the Western States. Governmental leasing policies and procedures have been 
modified and improved from time to time for the purpose of encouraging private 
development of the potential petroleum resources underneath Federal lands, 
upon lease terms comparable with those applicable to leases by States and by 
private owners. These policies and procedures have been generally effective in 
stimulating additional petroleum supplies, as reflected by the fact that there are 
about 95,000 separate leases for oil and gas in effect covering an area of close 
to 65 million acres of Federal lands in the United States. Current production 
on these lands amounts to approximately 4 percent of the total oil production in 
the United States. Some of the Federal lands have been designated as Naval Re- 
serves, but they have generally been developed by private industry and the 
production from them is relatively small. 

In addition to Federal lands, there are millions of acres of land owned by local 
governments. Policies and procedures for leasing these lands for private develop- 
ment have also been generally effective in contributing to the expansion of oil and 
gas supplies in the United tSates. 

Private ownership of a large number of relatively small areas, and leasing by 
Federal and local governments upon terms that are competitive with leases by 
private owners, are distinguishing features of our economy, and have been impor- 
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tant factors in the exploration for and development of our petroleum resources. 
They also create certain problems of conservation that are discussed subse- 


quently. 
B. STATE CONSERVATION 


Conservation policies as to oil and gas have been developed through a com- 
bination of separate and joint efforts by the members of the industry and by 
agencies of the States. The progress of these developments necessarily has 
been dependent upon the advance in knowledge as to reservoir conditions and 
other factors governing efficient recovery. ' 

Industry experience, research, and technology have been major conservation 
factors. Increased knowledge and new or improved techniques lead to the 
recovery of larger quantities of oil and gas. Such increased recovery serves 
the interests of the public as well as of the operator. Conservation policies and 
procedures have been modified to reflect these advances in industry experience 
and technology. 

As explained previously, the peculiar nature of oil and gas is such that cer- 
tain restraints on production serve to avoid waste and protect correlative rights 
of the various land owners and operators. The States have exercised the primary 
responsibility for conservation. Regulation for conservation is practiced by 
nearly all of the producing States except California and Illinois, which account 
for only about 15 percent of the proved reserves of oil. In those States, the 
operators have done much to achieve conservation in the absence of State 
regulation. 

The number and variety of pools and conditions are important factors in 
administering conservation. A total of about 1,500,000 wells have been drilled 
in the United States, approximately half of which were completed during the 
past 25 years. About 500,000 of these wells are still producing oil on roughly 
20 million acres scattered through 27 States. Each of the thousands of separate 
oilfields has different physical characteristics and undergoes changes during its 
life. These circumstances call for close study, understanding, and administra- 
tion at the local level to maintain regulations that promote conservation. 

The individual and joint efforts of industry and State regulatory agencies have 
resulted in progressively higher standards of petroleum conservation, and prog- 
ress is continuing. 


C. FEDERAL CONSERVATION POLICIES 


Federal conservation policies supplement and encourage State. conservation 
programs and provide for conservation of Federal lands. 

The Connally Act prohibits the movement in interstate commerce of oil pro- 
duced or withdrawn from storage in violation of State conservation laws. 

The interstate compact to conserve oil and gas, authorized by Congress to 
promote conservation, is an organization of most of the oil-producing States. 
There are now 22 member States and 5 States are associate members. The 
Conunission created by this act has no authority over the actions of any par- 
ticular State; it acts instead as an agency for the dissemination of conserva- 
tion information and the promotion of improved conservation practices. 

Such actions by the Federal Government have served to promote widespread 
and improved conservation practices. 


D. COMPETITION 


One of the basic principles of national policy has been the preservation and 
encouragement of competition. Competition within the petroleum industry and 
competition of petroleum products with other forms of fuel have been important 
factors in the development of oil and gas supplies. 

Competition prevails among thousands of producers and marketers and hun- 
dreds of refiners and transporters. A score or more of large integrated com- 
panies account for a substantial part of the domestic operations, but they are in 
competition with each other and with other operators. The largest concern ac- 
counts for about 7 percent of the production, 11 percent of the refining and sales 
of refined products, and about 15 percent of the pipeline transportation in the 
United States. 

While there are many large firms in petroleum because of the great size and 
scope of the industry, there is less concentration of operations than in many 
of the other basic industries of the United States. Despite numerous individual 
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adjustments in an expanding industry, there appears to be little or no tendency 
toward greater concentration. 

A major part of the producing, transporting, and refiing operations is carried 
on by large integrated companies, but there are also many smaller concerns, 
both partially integrated and nonintegrated. Smaller operators have a particu- 
larly significant role in exploration and production and in marketing. 

Competition in the search for oil has made a great contribution to the develop- 
ment of domestic petroleum resources. The multiplicity of individual effort by 
thousands of different operators has unquestionably increased the amount of oil 
discovered. Many examples could be cited of important discoveries in areas 
previously tested and condemned by others. These cases are not unusual or 
isolated. They result from the fact that technology provides clues but not proof 
as to the existence of underground petroleum deposits. Despite improved scien- 
tific and technical tools, the drilling of test wells continues to be the essential 
means of determining the existence and extent of an oil or gas deposit. Dif- 
ferences of opinion lead one operator to abandon his search and another to drill 
a “wildcat” test in the same area, frequently with ultimate success after numer- 
ous failures. 

Competition has been a stimulus to many improvements that serve to dis- 
cover more oil, reduce costs, and provide better products. Geophysical tech- 
niques have been developed and improved to supplement geology. Improve- 
ments such as wider spacing of wells, greater knowledge of underground reser- 
voir conditions, advances in secondary recovery, and the ability to drill deeper 
are other examples of the benefits of private initiative under the stimulus of a 
competitive system. Improvements in the quality of gasoline and other products, 
and the larger yields of the more valuable products have also helped to serve 
consumers better. 

Except in time of war, no governmental restraints have been imposed on the 
consumers’ freedom of choice among alternative fuels. Consumers have been 
free to make a choice on the basis of such considerations as price, convenience, 
and assurance of supply. The conversion to diesel engines by the railroads, 
and the growth of oil and gas for home heating purposes, are specific examples 
of developments resulting from free competition among fuels. 


E. FEDERAL RESEARCH AND STATISTICS 


Policies of the Federal Government have encouraged a variety of activities in 
the fields of petroleum research and statistics. The United States Geological 
Survey and the United States Bureau of Mines have rendered valuable services 
in these fields for many years. Governmental technical research has included 
geological surveying and mapping, research as to producing techniques, secondary 
recovery methods, and research on the production of shale oil and synthetic 
fuels. Private research has been expanding to such an extent that governmental 
research is now relatively less important than it used to be in the total effort. 

In contrast to technical research, the relative importance of pertoleum sta- 
tistical work by the Federal Government has increased. Both the national econ- 
omy and the national defense have been served by the collection and dissemina- 
tion by the Government of information on petroleum operations. Wartime ex- 
perience demonstrated the essentiality of these activities to sound defense plan- 
ning and programing in time of emergency. 


F. FEDERAL TAX POLICIES AFFECTING PETROLEUM DEVELOPMENT 


From the time when the Federal income tax was imposed in 1913, various 
methods have been used in dealing with tax problems particularly relating to 
oil and gas. The most important of these are (@) the option to expense explora- 
tion and intangible development costs, which has been in effect in its present 
form since 1916, and (b) the percentage depletion provision, which has been in 
effect in its present form since 1926. 

Specific tax provisions recognize (1) that part of the income from production 
and sale of oil or gas represents depletion of capital and is not ordinary income, 
and (2) that the unique uncertainties and risks inherent in petroleum explora- 
tion require appropriate tax treatment. These tax provisions, having been in 
effect for more than 25 years, have become part of the economic structure of 
petroleum production. It is generally recognized that they have encouraged 
exploration and development. Detailed evaluation of these petroleum tax pro- 
visions appears in section III of this report. 
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In order to facilitate and promote construction of defense facilities a tax 
policy allowing accelerated depreciation on the cost of such facilities has been 
extended to the oil industry among others. Under this policy certificates granted 
to cover all or a part of the cost of certain petroleum refining and transportation 
facilities have encouraged a greater expansion of capacity than might otherwise 
have been undertaken. 


G. INTERNATIONAL POLICIES 


The principal international policies affecting oil have developed within the 
framework of broad foreign policy, as set forth below. 


1. Gaining access to world supplies 


The policy of the United States ever since World War I has beeu to encourage 
American ownership of foreign sources of petroleum. With the breakup of the 
Ottoman Empire, diplomatic efforts were made to establish an open-door policy 
by which American firms could share in Middle East oi] concessions from which 
they formerly had been excluded. Diplomatic help of varying effectiveness has 
been given to American firms ever since in negotiating concessions, enforcing 
their terms, contending with nationalization, and maintaining friendly relations 
with concession areas throughout the world. The major burden has fallen on 
the private companies involved, but Government representatives have also taken 
part, since the maintenance and development of foreign concessions were not 
only a matter of economic interest to private owners, but also of economic and 
mnilitary significance to the United States and its allies. The most recent 
development of this sort is the pending reopening of the Iranian oil fields where, 
virtually at the behest of the Federal Government, American firms, and others 
are making substantial investments 

In consequence of this policy and the private response to it, important Amer- 
ican concessions are now held in Latin America, the Middle East, and the Far 
East. American concerns have acquired rights in foreign areas to about 45 
percent of the world’s proved reserves of oil. Inclusive of reserves existing in 
this country, the United States oil industry has a 65-percent interest in world’s 
oil supply. 


2. Strengthening the free world 


The policy of the United States since World War II has been to strengthen 
the economy of the free nations and the common defense against aggression. 

Accordingly, it has established a network of distant bases, organized defense 
pacts in both Europe and the Southeast Pacific, helped other nations recover 
from the ravages of the last war, provided military and economic aid, and 
assisted in the development of economically backward areas. 

Oil has been deeply involved in these policies. Our distant bases rely in 
large part on foreign sources of oil. The United States has encouraged private 
investment abroad not only to insure American access to foreign supplies of 
crude oil but also to rebuild and expand foreign refining and petroleum distribut- 
ing facilities. This process of rebuilding the industrial strength and raising the 
standard of living of free nations has greatly increased their use of and depend- 
ence on oil. 

Currently the oil production of the free world outside the United States is in 
the neighborhood of 6 million barrels daily. Consumption in this area is growing 
about 7 percent per year. Foreign refinery capacity by the end of 1954 is esti- 
mated to be approximately 6.4 million barrels daily. 


8. Liberalizing trade policies 

For more than two decades the United States has followed a policy of lowering 
its trade barriers through reciprocal trade agreements negotiated with most of 
the nations of the free world. Although these negotiations have been bilateral, 
being conducted with one country at a time, the nondiscriminatory most-favored- 
nation principle in effect since 1922 has automatically extended the concessions 
made to one country to all others in the free world. Since 1948, the individual 
agreemeuts made with other countries, together with similar agreements they 
have negotiated among themselves, have been brought together and formalized 
under the General Agreements on Tariffs and Trade (GATT). 

There were no restrictions on the imports of crude oil and its products for 
many years prior te 1932. In that year the Internal Revenue Act imposed import- 
excise taxes of 21 cents per barrel on crude oil, topped crude, unfinished oils for 
further processing, kerosene, distillate, and residual oils. The tax on gasoline 
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was established at $1.05 per barrel and on lubricants at $1.68 per barrel. These 
taxes, while not import duties in the strict sense, had the same effect, and were 
thereafter treated as equivalent to tariffs in negotiating trade agreements. 

The subsequent history of restrictions on petroleum imports into the United 
States, within the framework of the reciprocal-trade-agreements program, is 
summarized below. 

The import taxes on lubricants and gasoline stayed at their 1932 levels until 
1948, when, as a part of the GATT negotiations, each was reduced by 50 percent 
to their present levels of 84 cents per barrel on lubricants and 52% cents on 
gasoline. 

The 1932 tax of 21 cents per barrel on crude and residual fuels was maintained 
until the end of 1939, when a reciprocal-trade agreementwas negotiated with 
Venezuela. At that time the tax was cut in half to 101% cents per barrel on 
amounts up to 5 percent of domestic refinery runs in the preceding year. The 
21 cent per barrel rate still applied to imports in excess of the quota. 

In January 1943, with the negotiation of a trade agreement with Mexico, the 
quota was abolished, and the rate of 10% cents per barrel was applied to all 
imports of crude and residual fuel without limitation as to amount. At this time 
the tax on kerosene was reduced to 1014 cents per barrel, where it has stayed 
ever since. 

With the establishment of GATT, on January 1, 1948, the duties on topped 
crude, kerosene, distillate, and residual fuel oil were bound at their then existing 
levels of 10% cents per barrel. This did not apply directly to crude oil, but the 
agreement provided that the rates on these imports could not fall below the duty 
on crude. 

Termination of the Mexican Trade Agreement at the end of 1950 temporarily 
reinstated the duties and quota system that had been in force from 1939 to 1943. 
A new agreement negotiated with Venezuela became effective in October 1952 
and has been operative ever since. Under this agreement the quota was abol- 
ished again, and the excise tax on all imports of fuel oils, topped crude, and crude 
was set at 101% cents per barrel if these products exceed 25° gravity and 514 cents 
if they are below 25° gravity. 

The present status of petroleum import restrictions is as follows: 

1. Tariffs on gasoline and lubricants are at such levels as to discourage imports 
of these products. 

2. Tariffs on crude, topped crude, and residual are at levels that offer no sig- 
nificant barrier to imports. ; 

3. No quota restrictions are in force. 

4. The same rates apply to all imports without discrimination as to origin. 

5. All foreign trade agreements include a mandatory escape clause providing 
that a concession may be withdrawn or modified if serious injury is caused or 
threatens the industry in the United States. 

6. The levies on imports of residual fuels and distillates are bound by GATT, 
but the import taxes on crude oil are not. However, GATT includes a provision 
that residual and distillate tariffs may not be lower than for crude oil. 


4. Overall foreign economic policy 

The foreign economic policy of the Government was described by the President 
on March 30, 1954, in his message to Congress, when he declared that his program 
consisted of 4 major interrelated parts: (1) the curtailment of aid, (2) the 
encouragement of investment, (3) the facilitation of free convertibility of cur- 
rencies, and (4) the expansion of trade. 

Each of these is affected by each other, and oil is involved in all of them. 

Aid, to which the petroleum industry has contributed as a taxpayer, has helped 
build up a foreign economy with vast facilities for the production, refining, and 
distribution of oil, and a heavy dependence on oil as an energy source. In the 
process the amount and direction of trade in oil have changed so that the United 
States has become a net importer of oil. 

Investment, at private risk, has played a much greater role in accomplishing 
this result. Access has been gained to foreign supplies and foreign markets so 
that the availability and use of oil have grown throughout the free world. 

Convertibility is not yet attained. Lack of it is one of the greatest blocks to 
the expansion of trade and investment. American investments in oil facilities 
abroad are adversely affected by the difficulty of repatriating earnings. Exports 
of oil from the United States are restrained by the inability of foreign nations 
to pay for them in dollars, and pressure is created to increase United States 
imperts in order to ease foreign payments difficulties. 
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Trade in oil is substantial, but its pattern has been changing. The United 
States has imported and exported oil for many years. Exports generally ex- 
ceeded imports in volume from 1923 to 1947 and in value from 1918 through 1952. 
Exports have consisted principally of refined products of relatively high value 
while the great bulk of imports have been of crude and residual fuel oil of 
relatively lower value. 

Problems and issues connected with oil imports are discussed in section III of 
this report. 

H. GOVERNMENT-INDUSTRY RELATIONSHIPS 


A continuing close relationship between Government and the petroleum indus- 
try, in effect since the summer of 1941, has proved advantageous in dealing with 
problems of national concern. 

The Petroleum Industry War Council created in 1941 was helpful in dealing 
with numerous petroleum problems during World War II. It was succeeded in 
1946 by the National Petroleum Council appointed by the Secretary of the 
Interior at the suggestion of the President. Government contacts with these 
groups have been carried on through the Petroleum Administration for War, the 
Oil and Gas Division (OGD) of the Department of the Interior, and the Petro- 
leum Administration for Defense (PAD) created to deal with problems arising 
out of the Korean incident. 

The Oil and Gas Division was established in 1946, and reestablished in 1954 
after termination of PAD, to coordinate the activities of Government relating 
to petroleum. It is intended to serve as a central agency in such matters in 
order to avoid duplication and conflict of effort on the part of various depart- 
ments and branches of Government. 

The Military Petroleum Advisory Board (MPAB) is another organization of 
industry specialists created by the Government to assist it in making a con- 
tinuing study of technical petroleum problems pertaining to national security. 
The men carrying on this work (all fully cleared to handle classified security 
information) provide expert knowledge necessary to making studies and plans 
to meet various contingencies. Their work enables the Government to keep 
abreast of what could be done in case of emergency and to secure information on 
many specific defense problems in a continuing manner. 

The National Petroleum Council and the Military Petroleum Advisory Board, 
appointed by Government but supported by industry, have become the organized 
channels for the transmission of suggestions, ideas, experience, and knowledge 
by which both the Government and the industry preparations are made in pe- 
troleum against the contingency of a national emergency. 


I. DIRECT FEDERAL REGULATION 


Until the recent orders 174 and 174A of the Federal Power Commission, direct 
Federal regulation has not applied to peacetime petroleum operations except 
for transportation in interstate commerce, Interstate oil pipelines have been 
subject to regulation by the Interstate Commerce Commission under the Hep- 
burn Act, and interstate gas pipe lines have been subject to the jurisdiction of the 
Federal Power Commission under the Natural Gas Act since 1988. These laws 
Were designed to establish reasonable rates and rules for interstate transporters. 
To a large extent the principles of public utility regulation have been applied 
to such transporters. Some Federal regulation also applies to interstate trans- 
portation by other means (such as tankers, barges, tank cars, and tank trucks) 
but the degree of control differs widely. Under present orders, direct Federal 
regulation also applies to natural gas producers making sales “in interstate 
commerce for resale for ultimate public consumption.’ This question is dis- 
cussed in section III of the report because of the special problems it presents. 


J. GOVERNMENT STOCKPILING 


The Government’s program of stockpiling strategic materials has not included 
petroleum or its products directly, although the military forces have acquired and 
carry substantial inventories of the refined products they use. The maintenance 
of normal inventories and the existence of substantial spare capacity carried by 
the petroleum industry serve to reduce the need for any large expenditures by 
Government for stockpiling crude oil or refined products. 
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Ill. PoLticy QUESTIONS 


Past policies have operated to serve the people of the United States with increas- 
ing supplies of oil and gas. Despite recurrent predictions of imminent or 
eventual shortage, the petroleum industry has taken care of steadily increasing 
requirements and at the same time added to proved reserves enough to place 
itself in position to meet still further demands. 

For many years the industry has generally had a margin of spare capacity in 
peacetime. That spare capacity proved useful to national security in World 
War II and in the Korean incident. With the need for continued preparedness, it 
is important to our national security as well as to economic progress that the 
petroleum industry continue to expand and it is desirable to maintain some 
margin of spare capacity available in the event of an emergency. 

United States domestic and export demands for liquid petroleum in 1954 are 
estimated to average about 8.1 million barrels daily. With an expanding economy 
in cold war, domestic demands may increase at an average rate of about 3.5 per- 
cent per year, and export demands may decrease by about 10 percent per year. 
Based on these premises, domestic and export demands may increase during the 
next 5 years to about 9.4 million barrels daily by 1959. 

The estimated orders of magnitude for 1954 United States oil capacities are 
8.7 million barrels daily for production of petroleum liquids (8 for crude oil 
and 0.7 for natural-gas liquids, including naval petroleum reserves) and 8.2 
million barrels daily for crude oil refining capacity. Transportation capacities 
are estimated as being generally adequate in terms of producing and refining 
capacities. 

With imports of approximately 1.1 million barrels daily (0.67 for crude oil 
and 0.41 for refined products), operating levels in the United States to meet 
domestic and export demands are estimated at about 7.1 million barrels daily 
for production of petroleum liquids and about 7 million barrels daily for crude 
oil refining. 

The above levels of domestic demand, exports, imports, production and refin- 
ing, and the above estimates of capacity indicate spare United States capacities 
in 1954 in the general order of magnitude of 1.6 million barrels daily for the 
production of petroleum liquids and 1.2 million barrels daily for refining, with 
corresponding spare transportation capacities. 

It is considered possible to keep pace with increasing demands and maintain 
about the present order of magnitudes of spare United States oil capacities dur- 
ing the next 5 years. This objective is presumed to be desirable in the interests 
of an expanding economy and national defense, and the factors and policies relat- 
ing thereto will be evaluated. Before giving consideration to such factors and 
policies, however, several considerations should be borne in mind. 

First, the above estimates of increasing demands and the premises as to future 
capacities assume generally a continuation of (1) the long-term growth in total 
United States energy consumption, and (2) recent trends as to the position of 
oil in relation to other sources of energy. Any,substantial change in that assump- 
tion would require modification of the above figures. 

Second, the estimated levels of total and spare capacities are based on an 
expanding economy in cold war and, therefore, indicate the situation that may 
exist at the beginning of full mobilization without estimation of potential addi- 
tional expansion that might be attained during full mobilization. During any 
such period of full mobilization, availability in total and by areas may be affected 
by such factors as (1) the extent to which foreign supplies continue to be avail- 
able, and (2) the ability to continue the use of tanker transportation. In addi- 
tion, availability for military use may be affected by (1) the diversion from 
peacetime uses, (2) the shift to alternative fuels to provide additional liquid 
fuels, and (3) the extent of flexibility in yields of particular oil products for 
military use. 

Strategic consideration as to bases and damages during full mobilization pre- 
sent a wide variety of possible conditions affecting both requirements and sup- 
plies, in total and by areas, by uses and by products. Expanding supplies with 
spare capacity, as described above, are considered essential prerequisites in pre- 
paring for such emergencies. Ability and ingenuity to make rapid adjustments 
to unforeseeable conditions will be a major defense factor. 

The preceding analysis leads to the conclusion that it should be possible for 
the domestic industry to meet anticipated increases for oil and gas over the 
next few years and to maintain about the present order of spare capacities if 
sound policies are followed to encourage the continued development of new 
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petroleum resources. In general, these policies may be much the same as in 
the past, but there are three policy questions that must be considered separately 
because of their important impact on future development of petroleum resources. 
These questions concern: 

A. The effect of Federal regulations of sales of natural gas in interstate com- 
merce for resale for ultimate public consumption under a recent decision of 
the Supreme Court. 

B. The proper role of imports of crude oil and residual fuel oil in domestic 
markets, in relation to oil and also in relation to coal. 

C. The maintenance of depletion and other tax provisions affecting petroleum 
development. 

These three questions are discussed and analyzed in the remainder of this 
section. 

A. FEDERAL REGULATION OF INTERSTATE SALES OF NATURAL GAS 


The problem of Federal regulation over gas sales that has developed this year 
is one of the most important questions bearing on future development of oil and 
gas supplies. 

1. Origin and nature of the present problem 


Until the decision of the Supreme Court of the United States in the Phillips 
case last June, the only impact of Federal regulation on gas production was 
on the operations of natural-gas companies engaged in interstate transportation 
of gas and oil for resale. These companies have been subject to regulation by 
the Federal Power Commission since 1938 under the Natural Gas Act. 

The Natural Gas Act was designed to regulate interstate transportation and 
sale of gas for resale for ultimate public consumption. In the process of estab- 
lishing reasonable rates on such sales, the Federal Power Commission was faced 
with the question of what to allow for gas produced by the natural-gas com- 
panies subject to its regulation. It chose to treat producing properties as part 
of the rate base on which it allowed a limited return, and included these prop- 
erties at depreciated cost. This practice established realizations for such gas 
production which had no relation to the market price of gas or the market value 
of the gas-producing properties. The result was to discourage the development 
of new supplies by companies subject to this regulation and to make the inter- 
state lines increasingly dependent upon other producers to supply the gas 
required to meet the rapidly expanding demand. 

The Natural Gas Act specifically exempted from regulation, production, and 
gathering. This exemption was widely interpreted to mean that sales made by 
producers to interstate pipelines were not subject to regulation, Competition and 
bargaining among buyers and sellers provided a market in which prices required 
to bring forth the supplies wanted were determined without interference by 
Government, as is the case with all competitively produced commodities. The 
level of prices set by this competition was so attractive to consumers that the 
demand for gas increased very rapidly as gas displaced or was used in preference 
to oil or coal by both_residential and industrial users. 

The Federal Power Commission did not seek to regulate producers selling 
gas to interstate pipelines, or the price at which such sales are made. A decision 
along these lines in the case of Phillips Petroleum Co., a large producer of 
natural gas, was appealed by the State of Wisconsin and other parties. In 
June 1954, the Supreme Court ruled that the facts in this case authorized regu- 
lation of Phillips under the Natural Gas Act. The views expressed in the 
opinion also indicate that the Court considers the language of the act to author- 
ize jurisdiction by the Federal Power Commission over all sales of gas moving 
in interstate commerce and subsequently resold for ultimate public consumption. 

Subsequently, the Commission issued orders that assert jurisdiction in various 
Ways over producers who make “sales in interstate commerce of gas for resale 
for ultimate public consumption.” These orders require producers making such 
sales to file their contracts as a basis for rate regulation; to file schedules on 
any changes in rates, subject to review by the Commission; and not to abandon 
facilities or discontinue sales that are subject to jurisdiction without first 
securing approval from the Commission. Any changes in price, even though 
agreed upon in the original sales contract, are subject to review and apparently 
may be set aside or denied, although this point has not been clarified by decision 
in specific instances. Presumably in new contracts on sales subject to regula- 
tion the Commission may set prices different from those that might be nego- 
tiated between buyers and sellers in a competitive market. 
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This new regulation affects a major part of the gas production, since about 
half of the marketed production moves in interstate commerce, and most of the 
operators engaged in producing gas and oil. It is such a departure from the con- 
ditions under which petroleum supplies have been developed in the past, that this 
new regulation must be evaluated with care. This is particularly true with re- 
spect to its impact on development of new oil and gas supplies in the future, a 
matter of paramount importance in the present study. 


2. Regulation will discourage development of new supplies 


The recent orders of the Federal Power Commission indicate considerable 
regulation over operations as well as price. Whether direct control is exercised 
or not exercised over facilities and operations, however, control over price is 
inevitably a powerful form of economic regulation over producing activities. 
It will interfere with the conservation of gas, in that price has a direct bearing 
on the ability to prevent flaring and waste, and with the local functions of 
producing, gathering, and processing gas that precede any sale. 

The ultimate effect of regulation will be to reduce the incentive to find and 
develop new petroleum resources. An illustration of this point is provided by 
the unsatisfactory experience in development of production by the regulated 
natural-gas companies. The Federal Power Commission recently came to this 
conclusion in opinion No. 269, in the matter of Panhandle Eastern Pipeline Co., 
when it decided that the average field price determined on sales made by arm’s- 
length bargaining should be allowed on the production of this company for the 
following reasons: 

“* * * No policy which, while immediately leading to somewhat lower rates, 
fails to create an atmosphere favorable to the exploration for natural gas by 
pipeline systems and the minimization of its flaring in production or waste in its 
utilization promotes the sound conservation of this irreplaceable natural re- 
source, which is in the long-run interest of the Nation. 

“When we look to the overall situation, we cannot but be struck by the fact 
that no new major pipeline which has been certificated since the Commission’s 
pricing practice was first established—including some of the largest systems 
serving enormous new markets—produces any significant portion of its total 
supply. That the ratio of pipeline produced to total gas transported and sold 
in interstate commerce has declined markedly is clearly apparent from the facts 
of record. This trend is the important thing; the precise amount is a relatively 
unimportant detail. For Panhandle itself this record shows that the ratio has 
fallen from 52.4 percent in 1942 to about 30.6 percent in 1951. And we are unable 
to adopt the position taken in the staff brief that there is no validity in the claim 
that the rate regulatory policies of this Commission have been a factor con- 
tributing to this undesirable result.” 

“For all the foregoing reasons, we have concluded that, as a matter of sound 
public policy, we should reexamine at this time the treatment which the Com- 
mission has heretofore accorded pipeline-produced gas in ratemaking. We are 
convinced, from cur analysis of all the facts of record, that the ultimate public 
interest will be better served by permitting the pipeline to receive for the gas 
which it produces a price reflecting the weighted average arm’s-length payments 
for identical natural gas in the fields (and sometimes from the very same wells) 
where it is produced than through the application of the rate-base method to 
this commodity. * * *” 

The same reasoning that leads to the preceding finding by the Commission as a 
matter of sound public policy also leads to the conclusion that the ultimate pub- 
lic interest is best served by prices determined by arm’s-length bargaining be- 
tween producers and purchasers. Effective bargaining between competitive 
buyers and sellers is the best means of determining the price that will bring 
forth the supplies required to meet demand for the long run. 

Regulation of the price of gas would hurt the development not only of gas but 
also of oil because the exploration, development, and production of these two hy- 
drocarbons is carried on jointly. The joint costs for oil and gas are borne by the 
consumers of both products according to the relative intensity of demand in order 
to balance supply and demand for both commodities. For many years before the 
development of technology for efficient transportation of gas over long distances 
created large markets, gas was sold as a byproduct for whatever it would bring 
so long as the price made some contribution to joint costs. In these circum- 
stances, gas bore very little of the joint costs. The situation has been changing 
rapidly in recent years. The demand for gas has been growing at a faster rate 
than for oil, and more rapidly than proved reserves. As a result, a steadily in- 
creasing proportion of the gas reserves are committed to existing lines. Under 
these circumstances, gas has begun to carry a larger share of the joint petroleum 
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costs as a normal economic development. To prevent this development would 
mean that the users of oil products must pay a larger part of the joint costs than 
would otherwise be the case. This situation would amount to a subsidy to gas 
users at the expense of the users of oil products. In such case, the use of gas 
would be encouraged relative to that for oil products by the artificially low price 
of gas. The development of new supplies of oil and gas, however, would be de- 
termined by the rate of growth in demand for oil. Asa result, shortages of gas 
would develop. This unsatisfactory development would not be in the public 
interest. 


8. Gas prices reasonable without regulation 


The rapid growth in demand has caused the price of gas at the well on new 
contracts to rise substantially from the very low levels prevailing when surplus 
supplies kept gas from bearing a reasonable share of the joint petroleum costs. 
This rise no doubt creates concern that prices have become or may become un- 
reasonably high. 

If prices had become high in relation to costs, the profit margin would attract 
a large flow of capital which would tend to increase supplies relative to demand 
enough to reduce prices and profits. Actually, the development of new gas sup- 
plies, while sufficient to replace production and add to reserves, has not been 
large enough to keep pace with demand in the postwar period. Since 1946 
demand has doubled while reserves increased only 50 percent. Without regula- 
tion of the producers’ price of gas, therefore, competition has kept price to a level 
no more than—and perhaps less than—required to bring forth new supplies in 
keeping with the growth of demand. The rate of growth in the demand for gas 
appears to be slowing down, however, and in that case the level of prices in new 
contracts may be approaching the point required to balance supply and demand. 

Despite the losses and high costs involved in exploration and development, 
natural gas sells at the well for an average cost of about 8.5 cents per thousand 
cubic feet. This price represents about 8 cents per million British thermal units. 
In the large gas producing area of the Southwest, the price of gas on new con- 
tracts is frequently in the range of 10 to 15 cents and seldom exceeds 20 cents 
per million British thermal units. The average price on all gas and on new 
contracts is considerably below the price of oil at the well or coal at the mine. 

Crude oil sells at the well for an average price equivalent to 48 cents per million 
British thermal units. This price is more than 5 times the average price of gas 
at the well, and about 3 to 4 times the average price at which gas is being sold on 
new contracts. As a result of its low price, gas contributes only 9 percent of the 
revenue realized on oil and gas production whereas it accounts for about 38 per- 
cent of the combined energy produced by these two fuels. These relations show 
that competition has kept the price of gas low relative to oil at the point of 
production. ‘This will continue to be true because of the value of oil for liquid 
fuels and the disadvantage that gas suffers in that its cost of transportation to 
market is much greater than for oil. 

Coal prices at the mine per million British thermal units are about 19 cents for 
bituminous coal and 38 cents for anthracite coal. These prices exceed the aver: 
age price of gas at the well by more than 2 and 4 times, respectively, and are 
generally higher than the field prices of gas even on new contracts. 

The preceding prices at the producers’ level result in delivered prices which 
continue to make gas attractive to consumers relative to other fuels. The attrac- 
tive level of gas prices is demonstrated by a number of facts. The use of gas has 
increased much more rapidly than that of oil, for example, while the use of coal 
has declined. Also, the number of users of gas has about doubled from 10 to 20 
million in the postwar period. Finally, there are several hundred thousand 
customers who have applied for new or additional gas services as soon as sufficient 
supplies can be secured to meet their needs. Prices would not be at these attrac- 
tive levels except for competition among producers. The effectiveness of this 
competition makes regulation unnecessary. 


4. Competition among producers makes regulation unnecessary 

There are many different sources of supply available to purchasers of gas. 
Gas is produced in many States, in thousands of different fields, by thousands 
of producers, and additional new supplies are being discovered and brought 
into the market every year. 

The Federal Power Commission reports that there are thousands of producers 
selling gas. No producer owns as much as 10 percent of the proved reserves of 
gas. In Texas, which produces half of all the gas in the United States, the four 
largest producers accounted for 8.7 percent, 6.3 percent, 4.3 percent, and 3.1 
percent, respectively, of the production, and the 15 largest producers accounted 
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for 47.8 percent of the production in 1951. The proportion of gas sales by these 
operators appears larger in some cases because sales include residue gas from 
plants they operate to extract liquids from their own production and from gas 
processed for others as a conservation measure. 

Pipelines almost always buy gas from many suppliers. In January 1954, for 
example, one of the largest gas-pipeline companies was buying gas from 102 
different suppliers. The largest supplier provided 19 percent of the volume 
bought, the next 3 together supplied 22 percent, and the next 4 together sup- 
plied 18 percent. The prices received by these producers ranged from 7 cents 
for the second and sixth largest suppliers to 13 cents for the seventh largest 
supplier. The principal supplier received 8.5 cents per thousand cubic feet. 
The smaller suppliers received from 4.2 cents to 13.4 cents. The average price 
paid the 102 suppliers was 9.8 cents. Analysis of the prices paid by the largest 
pipeline purchasers in Texas in January 1954 shows a range in price from 2.22 
to 15 cents per thousand cubic feet, reflecting thousands of different contract 
prices from the very low figures negotiated during the depression to the levels 
in recent contracts. These statistics reflect a truly competitive market. 

Producers sell at different prices and terms, but they are generally required by 
the pipeline purchasers to commit themselves to deliver gas for 20 years or more 
on interstate sales. They naturally wish to realize on such sales at the fair 
market price prevailing at the time of delivery, but find instead that they must 
generally arrive at the terms for settlement over the life of the contract at the 
time it is negotiated. Experience has shown that fixed price contracts can be 
advantageous to the purchaser and burdensome to the seller in case of rising 
costs and general inflation. Accordingly, many recent contracts provide for 
aun escalation of price at stated intervals, either automatically or according 
to various factors, such as changes in the level of wholesale commodity prices 
and the level of prices being paid to other sellers by the same purchaser or by 
competing purchasers in the same area. These provisions represent an attempt 
to arrive at an approximate market price over the life of the contract in the 
absence of freedom to discontinue sale, a freedom which producers of other 
commodities normally have if buyers are not willing to pay the market price. 

Each year new supplies are made available through discoveries and extensions 
which add to proved reserves. In postwar years the new gas reserves reported 
through discoveries, extensions, and revisions have ranged from 11 trillion cubic 
feet in 1947 to 20.4 trillion cubic feet in 1953. The amounts of new gas in each 
postwar year represented between 7 and 10 percent of proved reserves available 
at the beginning of the year. They are offset in part by production, but the net 
addition to reserves have been between 5.2 trillion cubie feet in 1950 and 
10.7 trillion cubic feet in 1953, or about 3 to 5 percent annually. These addi- 
tions are available for sale to meet increasing requirements, and represent a 
new source of supply every year for which buyers can negotiate with sellers. 
Since reserves are increasing, pipelines are in position to make purchases regu- 
larly to maintain reserves back of their lines for a long period of time, usually 
at least 20 years. 

The proceding analysis bears on the competitive nature of the natural-gas 
market at the point of production. The fact that interstate pipeline transpor- 
tation is regulated does not mean that production also must be regulated. 
On the contrary, the evidence indicates that competition among gas producers 
has continued to set prices sufficiently low that gas is an effective competitor 
with other fuels thousands of miles from its origin. Under these circumstances 
there is no need or reason to regulate gas prices determined by arm’s-length 
bargaining between buyers and sellers. 

5. Buyers have an interest in bargaining for best possible gas prices 

Interstate pipelines stand to benefit from buying gas as cheaply as they can 
while still securing the supplies needed for their customers. In the first place, 
the lower their rates the easier it is to achieve a volume of business that will 
assure earnings equal to the full amount allowed. While rates presumably must 
be set at levels that will enable them to earn a reasonable return on their 
regulated business, there is generally a lag in securing any upward adjustment. 
Also, buying gas as cheap as possible facilitates competition with other fuels, 
and expansion of investments on which additional earnings can be realized. 
There is always the possibility that if prices and rates are too high the line 
will not be able to earn the return allowed, as is the case for railroads. Finally, 
profits on unregulated sales by interstate pipelines depend on the margin be- 
tween the selling price, which is determined by competition with other fuels, 
and the buying price and transportation costs. For all of the preceding reasons, 
pipelines are always trying to buy gas as cheaply as possible and have no reason 
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to pay any more than absolutely necessary to acquire the supplies needed for 
their customers. Increasing demands relative to supply and increasing costs 
on the part of suppliers may require them to pay more, but the buyers will still 
seek supplies at the lowest price available in the market. 


6. Conclusion 

The regulation recently imposed on producers selling gas to interstate pipe- 
lines for resale will inevitably interfere with petroleum operations and, by reduc- 
ing the incentive, discourage the development of new oil and gas supplies. This 
development would be contrary to the ultimate public interest from the stand- 
point of both economic progress and national security. Competition has oper- 
ated effectively to supply the increasing amounts of gas needed at reasonable 
prices. It is the best means of serving the public interest as to both reasonable 
prices and adequate supplies. Accordingly, it is desirable that appropriate 
legislation be enacted at an early date to remove Federal regulation over gas 
production and gathering. 


B, THE OIL IMPORT QUESTION 


Statistics on the level of imports, the relation of imports to domestic-oil opera- 
tions, and other factors bearing on this question are set forth in the following 
tables: 

Table I: United States imports and exports of crude oil and refined products, 
1940-53. 

Table II: United States imports of crude oil and refined products by country 
of origin, 1946—First 6 months of 1954. 

Table III: Domestic and imported supplies of liquid petroleum, 1946-54. 

Table IV: Relation of domestic and imported supplies of liquid petroleum, 
1946-54. 

Table V: Domestic production of crude oil by States. 

Table VI: Domestic petroleum exploration and development activity, 1946-54. 

Table VII: World proved reserves of crude oil, 1946 and 1954. 

Table VIII: World production of crude oil, 20-year history, 1934-53. 

Table IX: World oil consumption and sources of supply by principal areas, 
1938 and 1953. 

The following discussion of this question considers separately the relation of 
imports (1) to oil, and (2) to coal. 

The relation of imports to domestic oil production is the subject of considerable 
differences of opinion within the industry. The analysis that follows shows a 
wide area of agreement on many points. Since, however, they lead to opposing 
conclusions as to the proper policy for the United States to follow, these different 
- and conclusions are presented separately, and no net conclusions are 

rawn. 


TABLE I.—United States imports and exports of crude oil and refined products, 
1940-53 





} 
By volume (thousands of barrels daily) Py =a of 


Exports Imports 





Total | Total 
Resid- | Other cx im- 
a —— . ual | prod- a | ports | ports 

fuel | ucts| “ 








215 | 80 229 
207 266 
228 99 
298 174 
474 | 252 
411 311 
| 377 
437 
514 
645 
850 
844 
| 573 | | 34 | 958 





























! Net imports preceded by minus (—) sign. 
Source: Bureau of Mines and Department of Commerce, 
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TABLE II.—United States imports of crude oil and refined products, by country of 
origin, 1946 to 1st 6 months of 1954 


{All figures in thousands of barrels daily] 
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Source: U. 8S. Department of Commerce. 
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TaBLe III.—Domestic and imported supplies of liquid petroleum, 1946-54 


[Thousands barrels daily] 
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Source: U. S. Bureau of Mines—Estimate for year 1954 based on Bureau of Mines data for Ist 8 months 
and estimates for last 4 months, including Texas Railroad Commission import data. 
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TaBLe 1V.—Relation of domestic and imported supplies of liquid petroleum, 
1946-54 


[As percents of totals] 








| ist 8 
months 
| 1047 | 1948 | 1949 1953 


| 
| 1953 | 1954 


Crude oil: 
East of California: 
Domestic produc- 
94.0 | 92.9 | 90.8 
6.0; 7.1] 92 
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Domestie produc- 
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United States: 
Domestic produc- 











Residual fuel oil: 
Domestic production - -_-- ‘ Ki s 78.1 | 80.0 | 78.1 
21.9 | 20.0} 21.9 





Total new supply: 
Domestic production: 














100.0 100.0 |100.0 {100.0 {100.0 |100.0 {100.0 
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Tasite V.—Domestic production of crude oil by States 
(Thousand barrels daily] 


| Pre- Pre- 


months | months 
1953 | 1954 


bi onl : 
1947 | 1948 | 1949 | 1950 | 1951 | 1952 | ge 

| | j } 

| | 


East coast (district I) ! 


Midcontinent (district II): 
Illinois 


s2| 51| 49 49 
——— ————- 
164 161 
36 | 
314 316 


le | 


-sulich |e | 
5 


abREB 








Total, district II 
Southwest (district ITI): 














Total, district III 


Rocky Mountain (district 
IV): 

















Total, United States. 





1 Includes Florida, New York, Pennsylvania, Virginia, and West Virginia. 
2 Less than 500 barrels per day. 


Source: U. 8. Bureau of Mines. 
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TABLE VI.—Domestic petroleum exploration and development activity, 1946-54 





Ist 9 mos. 
1946 1947 1950 1951 1952 1953 | 
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1953 | 1954 








15, 216 |17, 127 |21, 556 23, 137 |21, 922 |21, 978 
2,963 | 3,057 | 2, 651 2, 622 | 2,771 | 2,987 
4, 294 | 5,173 | 6,424 5 | 7,717 8, 822 
2, 237 | 2, 280 1, 249 


24,710 |27, 637 |: 34, 214 








Average number of drilling 
rigs active: 
All rigs 4, 741 4, 784 | 4,710 


Rotary rigs (including 
above) 1, 783 2,613 | 2, 559 

Average number of explora- 

tory (geophysical, seismic 
and core drilling) active_._. 421 421 741 748 


Source: Well completions from Oil and Gas Journal. Rigs active from Hughes Too] Co. Exploratory 
crews from Interstate Commerce Commission, 


TABLE VII.—World proved reserves of crude oil, 1946 and 1954 
[Millions of barrels] 


As of Jan. 1, | As of Jan. 1, 
1946 54 





United States !_._.__- ‘ aa 20, 827 
Canada.._- oe 150 
9, 209 


ln AEE SIIUR ies cendnceawidcdnnndaniessssaneacdumaeanel 30, 186 43, 843 
SN... Ceaknnitineuidekeunsinumeaannatee (ibes Weta ernachabniyenabnesned | 112 454 
a a a cas dered wallet a dasa Aouad tek NON alk cin ahd RR eh oe ae | 1 12 
TE TI cc new aintwwaneaee , And 18, 576 79, 205 
Far East and Pacific 1, 245 2, 673 

Total Eastern Hemisphere (excluding Russian controlled) --- 82, 344 


Free world total: 
SMBUS UGG BORON. 0 in oo ne ceccnncnsccceecen 97, 242 


Including United States 126, 187 
Russian controlled i 10, 629 


Total world ; : ‘i | 136, 816 








1 Additional proved reserves of liquid petroleum in the form of natural gas liquids amounted to about 
3,000 million barrels as of Jan. 1, 1946, and 6,438 million barrels as of Jan. 1, 1954. No comparable figures 
are available for other areas of the world. 


: Source: World oil (Oil weekly) except United States data which are from the American Petroleum 
nstitute. 
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TasLeE 1X.—World oil consumption and sources of supply by principal areas, 
1938 and 1953 


Year 1938 


| Latin 
Amer- | Europe 
ica 


United 


| Alaska | States 





Total requirements 


Imports from— 
United States... ---.- 
Caribbean 
Middle East 
U.8.8.R 
OE Fv cccdeuacoects 


Total imports-.-- 
Domestic supply avail- | 
able for comestic de- 

cis conecancesousl 





Total supplies 

















| U. 8.8. R. 
Alaska |Canada and 


satellites | Asia 





| 
| 


Total requirements. _- -- 


Imports from— 
United States 
Caribbean __---._- 
Middle East_- 
Communist area-.- -- 
SE Tkdtuscendouns 





Total imports-_- 
Domestic supply avail- 
able for domestic de- | 





6, 729 © 936 
Total supplies-_ -. 7,779 | 1,057 | 1,791 








1 Includes Europe and Far East— 
@ Of which 142 is Caribbean. 
> Of which 106 is Middle East. 
¢ Of which 628 is Caribbean. 
¢ Of which 465 is Middle East. 


Source: U. 8. Bureau of Mines, U. 8. Department of Commerce and industry sources. 


1. The case for maintaining present import policies 


A number of considerations lead to the conclusion that Federal intervention 
with regard to oil imports is unnecessary and would be undesirable. 

A reversal in present policies might be justifiable if the domestic-oil industry 
could show that it has suffered serious injury, is a declining industry, or that 
it isin imminent danger. And the national interest could dictate a policy change 
if our defense potential were threatened by an inadequacy of domestic produc- 
tion and reserve capacity. Failing such reasons, the Federal Government would 
be unwarranted in interfering in the normal competitive processes within the 
industry, particularly if by so doing it would place at risk the success of other 
important aspects of national policy. 

Analysis of the situation reveals the following major considerations which 
make the case for maintaining present policies on crude-oil imports : 

(a) Imports are currently being restrained—voluntarily.—At present the level 
of import taxes is not so high as to offer a significant deterrent to the importa- 
tion of crude petroleum and residual fuel. It does, however, penalize imports 
in ao it reduces, by the amount of the tariff, the profitability per barrel 
imported. 
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Accordingly, the volume of imports of crude and residual is determined by 
the aggregate of the individual decisions of the companies that import petroleum. 
The great preponderance of these importers are American firms, bringing in oil 
from their own foreign concessions, for the purpose of obtaining some dollars 
in return for their investments abroad, and augmenting their own domestic 
production and domestic purchases from others in order to meet their total 
marketing requirements. By far the greatest part of petroleum imports is 
brought in by companies that also rank among the largest domestic producers 
and that are primarily dependent on their domestic operations for their earnings. 
As such, they have a deep interest in the prosperity of the domestic petroleum 
industry, and thus have tended to limit their imports to volumes which, in their 
opinion, offer no threat to the continued health and growth of the domestic 
industry. They would be among the first to suffer if such a threat should 
materialize, In their own interest, they are hardly likely to upset the domestic 
market by ever bringing in sudden floods of imported oil. 

During 1954 they have restrained their imports, bringing in approximately 
the same volumes as in 1953, whereas they might easily have brought in much 
more. In recent months, when domestic production was being cut back, a 
number of them announced reductions in their import schedules, although this 
meant foregoing use of their own foreign production in favor of additional 
purchases of domestic oil produced by others. 

The continuation of such voluntary restriction, adjusted to the production 
and consumption trends in the United States, together with the maintenance 
of present import taxes, constitutes, in the estimation of the firms operating 
both at home and abroad, an adequate policy to safeguard the health of the 
domestic industry and to insure fuel supplies for an expanding economy. More- 
over, it is a policy far better in keeping with the competitive process than 
would be the invocation of Federal controls, which interfere with the flexibility 
of adjustments by private enterprise. 

Further, it is maintained, the present reserve capacity of the domestic industry 
can be sustained for some years to come, and will provide a valuable margin of 
safety against emergency. For most conceivable emergencies this reserve can 
also be supplemented from America-owned resources abroad. 

(b) The domestic producing industry is healthy and growing, and needs no 
further protection.—Imports of crude petroleum have not affected adversely the 
development of domestic resources to a sufficient degree to warrant the formal 
imposition of Federal controls. Serious injury, such as is required to justify the 
invocation of the escape clause in our trade agreements, does not exist and is 
not significantly threatened. 

The domestic crude-producing industry, unlike coal, is fundamentally vigorous, 
prosperous, and growing. The basic statistics of consumption and production, 
of well completions, of increasing proved reserves, and of industry earnings, 
attest to this underlying growth and provide little factual support to those who, 
seeing a recent slowdown, express apprehension as to the future. 

As the preceding tables show, between 1946 and 1953, the domestic oil produc- 
ing industry added over & billion barrels to United States proved reserves, and 
increased its crude-oil production by around 1,700,000 barrels per day. In the 
face of this postwar growth, there are hardly grounds to claim injury from an 
increase in crude imports during the same period of less than 400,000 barrels 
daily. 

To be sure, the industry has recently suffered a slight and temporary decline. 
This is not a change in trend; it is merely a fluctuation away from the trend, 
associated with too rapid increase of production in 1953, an excessive buildup 
of gasoline inventories, an abnormally warm winter in 1953-54, and the general 
nationwide economic slowdown which apparently is now near an end. But 
the petroleum producing industry actually made an impressive record during 
this period as compared with the rest of the economy. During the first 9 months 
of 1954, while total industrial production showed a decline of over 8 percent from 
the preceding year, crude petroleum production declined only 2.6 percent. Im- 
ports, which are only around one-tenth as large as domestic crude production, did 
not change appreciably during this period and cannot be directly blamed for 
the slowdown. 

In the near future resumption of the growth trend of the domestic industry 
ean reasonably be expected. For years to come, if appropriate conservation 
measures and adequate tax incentives are employed, the development of domestic 
petroleum resources should be assured, the United States industry should con- 
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tinue to expand, and the growing needs of the American consumer should be 
fully met. 

(c) New import restriction would be contrary to United States foreign eco- 
nomic policy.—The foreign economic policy of the United States is soundly based 
on good economics and wise international politics. It is clearly to the national 
interest to follow policies which will encourage American investment abroad, 
hasten the day when currencies will be freely convertible again and expand the 
volume of imports and exports. The lowering of our own trade barriers, and 
our negotiations to get other nations reciprocally to lower theirs and the applica- 
iton of this policy to all nations in the free world without discrimination among 
them, has served that interest. The economic strength of all countries con- 
cerned has been enhanced in the process. 

Petroleum is intimately involved in the furtherance of this policy. It ac- 
counts for the largest single item of foreign investment of American capital. It 
is a key component of the international balance of payments. It is a major 
contributor to the development of economically backward areas. It is a 
requisite to the industrial progress of the free world. And because the location 
of producing areas fails to correspond with the geographical distribution of de- 
mand, it is a major object of world trade. 

The imposition now of additional barriers to our imports of crude oil would 
represent an unwise reversal of our policies of the past two decades and a viola- 
tion of our commitments to other friendly nations. 

The importance of petroleum in world trade is such that if we should curtail 
our imports of it we would risk disruption of the economies of a number of na- 
tions that are heavily dependent on petroleum as a source of dollars, we would 
discourage further American investment abroad, we would delay the con- 
vertibility of currencies, and we would narrow the base of free world commerce 
to the ultimate disadvantage of the American consumer. Moreover, we would 
invite reprisal. Under the General Agreement on Tariffs and Trade other na- 
tions have the right of retaliation if we withdraw or modify a previously granted 
trade concession. They could be expected to exercise that right to the detriment 
of our exports and of that part of domestic employment and production which 
depends on export markets. 

(d) Foreign supplies constitute part of our defense strength—The Depart- 
ment of Defense recognized the importance of foreign oil in its policy statement 
submitted to the President’s Commission on Foreign Economic Policy on Decem- 
ber 9, 1953, in which it stated: 

“(a) The Department of Defense considers it impractical to plan for the war- 
time supply of petroleum on a purely national basis, inasmuch as our plans rec- 
ognize the necessity of considering allied military and essential civilian re- 
quirements in addition to our own military and civilian requirements, in evaluat- 
ing petroleum policies and plans. 

“(b) In these plans it is recognized that the most reliable source of supply 
in an emergency would be United States domestic production followed closely 
by the production from Western Hemisphere sources, notably Canada and 
Venezuela. 

“(e) In view of the expanding demand, both civilian and military, for petro- 
leum, and the fact that approximately two-thirds of the presently known petro- 
leum reserves are located in the Middle East, it is probable that as time goes on, 
increased reliance will have to be placed upon this source of supply to meet 
emergency requirements.” 

The foreign-oil resources developed by American firms have been used primar- 
ily to meet requirements elsewhere in the free world. As such they constitute 
an integral part of our own defense strength, since our strength is enhanced by 
the strength of our allies, our defense is intimately tied to their defense, and 
only in the last extremity is the defense of the United States conceivable as 
having to be conducted in total isolation. It is a matter of grave concern to 
this country to maintain these resources in friendly hands, and to take no step 
that would tend to alienate them. 

In peacetime, and as long as the cold war is prosecuted successfully, these 
foreign-oil resources will be abundantly available to us and our allies, and pre- 
cluded from a potential enemy. Even in active hostilities, but varying accord- 
ing to the location, extent, and intensity of military activity, quantities of foreign 
oil will remain available and of value in servicing our fleets and distant bases, 
in maintaining the economic and military strength of our allies and in supple- 
menting the domestic requirements of mobilization. Only in the event of the 
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ultimate catastrophe of being driven back to a defense entirely within our own 
borders are we apt to lose the benefit of all foreign sources of petroleum. In 
that case it is far from clear how much we can even count on our domestic 
supplies 

For the indefinite future it appears that we must operate on the assumption 
of the continuation of the cold war. Its successful prosecution is the best way to 
avoid hot war because the military and economic strength and the political 
cohesion of the entire free world is the principal deterrent to active hostilities. 
It is not the part of wisdom to take steps in the name of defense against hot 
war which would jeopardize the success of our cold war strategy. 

The safeguarding of petroleum supplies is a major ingredient of that strategy. 
Its importance as a critical material for economic strength and potential military 
use needs no elaboration. 

In the last war the peak consumption of our Armed Forces was reached dur- 
ing the first half of 1945. An analysis published in 1945 by the Petroleum 
Administration for War shows that in addition to serving essential foreign 
civilian demand, foreign oil supplies provided about 35 percent of the peak 
wartime military and bunker requirements. The figures follow: 


Major product supply, first half, 1945 


[Barrels daily] 


United 


™ 
States Foreign 





Essential civilian demand. 3, 100, 000 734, 000 
Military and bunker demand 1, 528, 000 825, 000 


eee 2s ceeacuk - deci 4, 628, 000 1, 559, 000 


In seeking safeguards against a future war, it is important to recognize that 
Soviet controlled petroleum production is estimated to amount to less than 10 
percent of the world total, Soviet reserves are around 8 percent. The free world 
has the rest. However, there is nearly as much production of crude oil in the 
rest of the free world as in the United States. More important yet, there are 
fully triple the reserves. It is imperative that the energy sources continue to be 
developed and be kept in friendly hands. 

The imposition of additional import restrictions by the United States Gov- 
ernment would not only weaken some of our allies economically, it also would 
affront them, threaten their political alienation from the United States, and 
might jeopardize the maintenance of American petroleum concessions abroad. 
This Nation has only recently taken extraordinary steps to keep the Iranian 
petroleum resources from falling into Communist hands. This is no time to 
take action involving a similar risk elsewhere. 

A special point is sometimes made that there are gradations of risk as to the 
accessibility of foreign supplies in the event of hostilities and that it would be 
unwise to become unduly dependent on distant sources such as the Middle East, 
while Canadian and, to a lesser degree, Latin American sources are considered 
more secure. 

Differences in the degree of risk in no way lessens the desirability of keeping 
all these sources for the free world, but because the Middle East is often singled 
out in discussions of the imports issue it warrants further brief attention. 

1. United States imports from this area amount to less than 3 percent of 
domestic consumption, so there is a long way to go before undue dependence 
becomes a problem. 

2. The Middle East area even without intensive development is known to hold 
nearly two-thirds of the proved petroleum reserves of the entire free world, 
almost twice the total reserves of the United States, Canada and Latin America 
combined. If by any ill-conceived policy this area should be lost to Communist 
control, a tremendous strategic advantage would swing to the other side. 

3. Most of the oil consumed by our allies comes from this area. Their economic 
and military strength would be strangled if this source of supply were not 
maintained, and our NATO and SEATO efforts would be virtually in vain. 

4. The nations where these concessions are held are almost entirely dependent 
on oil for revenues. They lay heavy taxes on oil operations in their areas. And 
they are particularly sensitive to affront. If, on top of the reopening of Iranian 
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production, which will affect their future revenues adversely, additional restric- 
tions are placed on shipments of their oil to the United States, the change in 
their attitude toward this country might have serious consequences. And if, 
as has been suggested, we foreswore our long-standing most-favored-nation treat- 
ment of imports and discriminated directly against crude oil from that area in 
comparison with other areas, the repercussions could be most grave. 

Domestic difficulties would have to be far more serious than they are today 
to justify actions that would jeopardize our access to the Middle East supplies. 

(e) Hventually the United States may be dependent on foreign supplies.— 
Although sound policy must never give priority to circumstances so remote as to 
have little significance in the present, it is only prudent to insure that current 
policies do not store up additional problems for the future. 

In this context it is appropriate to give heed to the findings of the President’s 
Materials Policy Commission which pointed out that eventually our petroleum 
resources will dwindle and the “United States, faced with an appropriate dou- 
bling of demand by 1975, will find it economical to turn increasingly to foreign 
supplies * * *” 

Alarmist predictions of imminent oil shortage, made many times before in 
the history of the industry, have always thus far been disproved by subsequent 
developments. The domestic industry, spurred by increasing demand, has 
stepped up its exploration and development, and found new sources of petroleum 
as they were needed. Proved resources in the United States today are higher 
than ever before. Given the need, and the incentive, they can be higher yet. 

Nonetheless, the United States, which accounts for some 60 percent of the 
petroleum consumption of the free world, holds within its own borders only a 
small part of the prospective oil lands and less than one-quarter of the free 
world’s proved reserves. In keeping reserves ahead of growing consumption, 
the petroleum, industry has found exploration and development growing increas- 
ingly costly—more so than in other parts of the world where consumption is less, 
reserves are growing much faster and development is far less intensive. 

The United States is consuming its petroleum resources at a rate many times 
faster than the rest of the world. Far short of the distant day, if ever it comes, 
when the United States “runs out of oil,” it will have become progressively more 
economical to bring in petroleum from abroad than to develop and produce it 
domestically. 

Policies adopted today must be focused primarily on a shorter period of time 
than is involved in this problem. The questions of an expanding economy, 
national defense, and protection against emergencies are paramount at present. 

However, it is readily apparent that the adoption of new import restrictions 
today would aggravate rather than solve the long-run problem. Curtailment of 
imports would (1) accelerate the pace of domestic development, increase the rate 
at which we exhaust our resources, speed the rising costs of intensive develop- 
ment, tend to raise the price of petroleum products to the consumer, and (2) 
jeopardize our access to foreign supplies which, while however much supplemental 
today, may become essential to domestic consumption in the future. 

Accordingly, the wiser approach would seem to be to admit a gradually in- 
creasing volume of imports as the economy grows, making no change in policy 
unless a sudden flood of imports significantly disrupts the domestic industry. 
We must insure at all times, as long as world tensions last, that domestic pro- 
duction and reserve capacity is maintained at levels adequate to provide a margin 
of safety to meet the worst emergency. We must equally insure that the vast 
reserves now in friendly hands are preserved for the strength and the growth 
of the entire free world. 

(f) Conclusions.—The preceding analysis has been developed under certain 
headings: 

Imports are currently being restrained—voluntarily. 

The domestic producing industry is healthy and growing and needs no further 
protection. 

New import restrictions would be contrary to United States foreign economic 
policy. 

Foreign supplies constitute part of our defense strength. 

Eventually the United States may be dependent on foreign supplies. 

Consideration of the points raised under these headings leads to the following 
conclusions: 

(1) Oil imports have not disrupted the domestic oil industry. Voluntary re- 
straint by importers who are also major domestic producers will continue to 
assure that they will not do so. 





WoOC’S AND GOVERNMENT ADVISORY GROUPS 1545 


(2) The domestic industry is vigorous and growing. It is fully capable, with- 
out additional special protection, of developing domestic resources to fill the 
needs of an expanding economy and of maintaining reserve capacity sufficient to 
provide a margin of safety against emergency defense requirements. 

(3) Therefore, no action is required by the executive or legislative branch of 
the Federal Government with regard to oil imports. 

(4) If any Federal action were taken now to restrict imports, it would operate 
to the economic disadvantage of the United States; it would strain political re- 
lationships with our allies, and it would weaken our defense posture throughout 
the free world. 

(5) Because of the possibility that the United States will become increasingly 
dependent on foreign supplies in the future, it is imperative to preserve our 
access to foreign reserves, and to maintain policies that will admit gradually 
increasing volumes of imported oil. 


2. The case for restriction of imports 

In considering the issue as to oil imports, it is recognized that foreign oil and 
healthy international trade are important to the economic welfare and security 
of the United States and the free world. Development of foreign oil supplies 
contributes to economic progress throughout the free world, and to free world 
defense and security. Increasing oil demands throughout the world require 
expanding development of foreign oil resources. These demands have been, and 
still are, a major incentive to foreign oil development as shown by the fact that 
over 80 percent of foreign oil production supplies foreign markets. 

The United States has an important interest in encouraging the development 
of oil resources in the free world; in furthering this development by United 
States nationals; and in contributing to healthy international trade both for 
the benefit of the economic strength of the free world and for the prevention 
of war. . 

These considerations have a bearing on the issue as to United States imports 
of crude petroleum and refined products. The issue is not whether imports 
should be eliminated, or restricted in disregard of such factors. Some oil 
imports have been, and can continue to be, of value in supplementing domestic 
supplies. The issue, therefore, is the proper role of imports in the United States 
market and proper national policies relating thereto. 

(a) Role of imports as defined in accepted industry policies—The role of 
oil imports in United States markets has been the subject of exhaustive study 
by industry, State conservation authorities, and the Federal Government over 
a long period. Industry’s definition of this role was incorporated in a formal 
statement of national oil policy in January 1949 by the National Petroleum 
Council. This policy statement was prepared at the request of the Secretary 
of the Interior and submitted to him by the council which acts as a Government- 
appointed industry advisory group. The council represents all elements of the 
oil industry, domestic and foreign. Its members accepted the definition of the 
role of imports in the light of national welfare and security rather than from 
the viewpoint of the self-interest of any segment of the industry. Its statement 
of the aims and essentials of a sound national oil policy represents the most 
authoritative expression of the informed judgment of the industry. 

The National Petroleum Council defined the first fundamental principal of 
a sound national oil policy, as follows: “The national security and welfare 
require a healthy domestic oil industry.” 

Explaining this basic principle further, the council concluded that: 

“Due consideration should be given to the development of foreign oil resources, 
but the paramount objective should be to maintain conditions best suited to a 
healthy domestic industry which is essential to national security and welfare.” 

As to the foreign-oil development, the council recognized that : 

“1. The participation of United States nationals in the development of world 
oil resources is in the interest of all nations and essential to our national se- 
curity. 

“2. An effective oil policy should encourage access by our nationals to world 
oil resources on equal terms with other nationals, and stable agreements be- 
tween foreign governments and private industry on a basis which will promote 
development by free-enterprise methods. 

“3. The Federal Government should encourage foreign-oil development by 
American nationals by efforts directed through diplomatic channels to reduce 
political risks involved in such foreign operations and by permitting United 
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States citizens to operate abroad in conformity with the laws and customs 
of other countries.” 
The council then dealt directly with the role of imports as follows: 


“IMPORTS 


“The Nation’s economic welfare and security require a policy on petroleum 
imports which will encourage exploration and development efforts in the do- 
mestic industry and which will make available a maximum supply of domestic 
oil to meet the needs of this Nation. 

“The availability of petroleum from domestic fields produced under sound 
conservation practices, together with other pertinent factors, provides the means 
for determining if imports are necessary and the extent to which imports are 
desirable to supplement our oil supplies on a basis which will be sound in terms 
of the national economy and in terms of conservation. 

“The implementation of an import policy, therefore, should be flexible so that 
adjustments may readily be made from time to time. 

“Imports in excess of our economic needs, after taking into account domestic 
production in coniormance with good conservation practices and within the 
limits of maximum efficient rates of production, will retard domestic evploration 
and development of new oilfields and the technological progress in all branches of 
the industry which is essential to the Nation’s economic welfare and security.” 

In future definition of the proper function of imports, the council in 1950 
recommended that: 

“Fair and equitable relationships should obtain between total imports of crude 
oil and its products and total demands for oil in the United States during pe- 
riods of excess availability of domestic oil for United States consumption.” 

in short, the industry has expressed general agreement that a healthy do- 
mestic oil industry is of paramount importance to national welfare and security ; 
that foreign oil is also important; and that imports should serve to supplement 
domestic availability in fair and equitable relation to domestic production. 

(b) Actual performance in relation to accepted industry policies.—Statistical 
data, presented earlier in this section, provide a basis for evaluation of import 
trends in relation to accepted industry policies. 

Since World War II, there has been an uninterrupted upward trend in crude 
oil imports with the result that the volume of such imports more than doubled 
from 236,000 barrels daily in 1946 to about 650,000 barrels daily in 1954. Crude 
oil imports have increased more rapidly than domestic crude oil production, 
and for the full year 1954 are expected to represent 9.4 percent of the total United 
= crude supply as compared with 9.1 percent in 1953 and 4.7 percent in 
1946. 

Prior to 1951, practically all United States imports of foreign crude oil moved 
into the area east of California. Oil demands in the United States west coast 
area were supplied primarily from California production and imports were not 
a factor in that area. Increased demands growing out of the Korean war and 
limited supplies of California crude resulted in importations from Eastern Hem- 
isphere sources and, to a lesser degree, from Latin American sources. These 
additional demands could have been supplied by tanker movements of domestic 
oil from the gulf coast but the companies involved chose to use foreign oil, prin- 
cipally their own foreign production. 

When the domestic oil industry was producing at approximately maximum 
efficient rates as in 1946-48, imports served to supplement domestic supplies. 
Since 1948, however, there has been a substantial and generally increasing mar- 
gin of shut-in production capacity in the United States. For 6 years, therefore, 
imported crude oil has been taking markets that could have been supplied largely, 
if not entirely, from domestic sources. During this period crude oil imports 
have not decreased at times when total supply has had to decrease, in order to 
adjust to demand as was the case in 1949 and 1954. 

In 1949, when domestic crude oil production was reduced by 455,000 barrels 
daily or almost 10 percent, because of a leveling-off in demand and increasing 
inventories, crude imports were increased by 65,000 barrels daily or almost 20 
percent. As a result, the share of total crude oil supply accounted for by im- 
ports increased from 7.1 percent in 1948 to 9.2 percent in 1949 east of California 
and from 6 percent to 7.7 percent in the United States. At that time the increase 
in imports was attributed in part to commitments to take foreign oil made in 
anticipation of a continuing tight supply situation in the United States. In any 
event, imports contributed to the amount of reduction required in production 
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although they were not the major cause. Imports became an issue in 1949 and 
have remained one to a greater or lesser degree since that time. 

Crude oil imports increased their position in the domestic market further in 
1950 despite a large increase in production. They remained practically un- 
changed in 1951, when the loss of Iranian oil from world markets caused a 
sharp increase in requirements from other producing areas, but resumed their 
upward trend in 1952. At that time imports to California began to reach sub- 
Stantial volumes, for the reasons previously stated. By 1953 the share held by 
imports in total crude oil supply was 9.4 percent east of California, 7.2 percent 
in California, and 9.1 percent in the United States, compared with 6 percent in 
1948 and 7.7 percent in 1949 for the United States. 

During the latter part of 1953 and in 1954, domestic production again had 
to be reduced, but imports remained about constant, as a decrease in California 
was more than offset by an increase east of California. The share of the crude 
oil market held by imports in 1954 decreased in California to about 4.8 percent, 
but increased east of California to 10.2 percent and in the United States to about 
9.4 percent. These developments occurred while the volume of shut-in domestic 
producing capacity was increasing. 

The preceding record shows a lack of flexibility in imports to bear any portion of 
declines in demand for crude oil east of Caliioruia. Consequently, all such 
adjustments have been borne by the domestic industry. Under the principle of 
supplementing domestic supplies, it might be expected that imports would make 
adjustments at least proportionate to, if not greater than, adjustments in domes- 
tic production. Failure to do so has reduced domestic production below what 
it could have been consistently for 6 years and not just temporarily. If crude oil 
imports had not taken an increased share of the domestic market since 1948, 
about 200,000 barrels daily of additional markets would be available to the 
domestic industry in 1954. 

Moreover, representatives of conservation agencies in Texas, Louisiana, Okla- 
homa, and Arkansas have advised the task force that imports are adversely 
affecting domestic production in their States and that some atcion should be taken 
to restrict imports. Previously, many other State officials have testified as to 
these adverse effects. Early in 1953 the Secretary of the Interior stated, with the 
concurrence of the President, that imports should be restrained to the extent 
necessary to the health and security of the Nation. While crude-oil imports 
may have been held below the quantities that could have been brought in, the 
record shows that they have not been in accord with the principles of the national 
oil policy formulated by the National Petroleum Council. 

(c) Effects of imports on domestic exploration and development.—The main- 
tenance of domestic oil supplies depend on the continuation of exploration and 
development activity. During World War II, limited supplies of steel and, to a 
lesser extent, wartime price controls brought about a sharp curtailment of drill- 
ing. As a result, there was little or no spare domestic productive capacity at 
the end of the war in contrast to the reserve capacity of over 1 million barrels 
daily; existing at the beginning of the war. Since 1948, drilling has been ex- 
panded greatly to make up the maritime deficiency and to meet postwar increases 
in demands. 

There are indications, however, that these trends may be changing. This 
may be illustrated by the fact that exploratory drilling in 1954 is slightly below 
1953, whereas development drilling, reflecting previous exploration) is continu- 
ing well above the 1953 level. Further evidence of this trend may be indicated 
by the fact that the number of active drilling rigs during the first 9 months of 
the year declined from 4,710 in 1953 to 4,668 in 1954. Of perhaps greater sig- 
nificance to future development of domestic supplies is the fact that the number 
of active exploration crews (geophysical, seismic and core drilling) has de 
creased to 728 during the first 9 months of 1954 as compared with 748 active 
crews in the same period of 1953 and with an average of 751 in the year 1952. 
Such trends, if continued, point toward less exploration in the future. If im- 
ports continue to displace domestic production to an increasing extent, the slow- 
down in domestic exploratory activities may be accentuated with the ultimate 
result of retarding the development of domestic oil supplies below the levels 
needeed to keep pace with future demands. 

The use of foreign crude oil in place of domestic oil is sometimes advocated as 
a means of saving our domestic resources. The validity of this view depends 
on the effect which imports have on the development of domestic resources. For 
the oil saved to be of use it must be found, developed, and ready for production 
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when needed. In terms of developed reserves, imports do not improve avail- 
ability of domestic oil for the future. Past experience has shown that the 
domestic oil industry has developed, both recently as well as over a long time, 
about one and a half barrels of oil for each barrel used. The important point 
is that the principal incentive for the development of domestic resources comes 
from the realization on domestic production. To the extent domestic production 
is available and is not used because imports of crude oil take its place in the 
market, there is a decrease in the funds and effort available for domestic explor- 
ation and development. While some of the income realized on the sales of foreign 
crude in this country may be invested in the development of domestic resources, 
that is less likely to be the case than for income realized by domestic producers 
whose operations are concentrated in the United States, 

The need for “saving” domestic oil is also based on the concept that we will 
eventually run out of oil and that it is desirable to postpone the date of such 
occurrence. This view does not take into account the potentialities of techno- 
logical and economic factors. All past estimates of future availability of crude 
oil have invariably been on the low side and clearly reflect human limitations in 
foreseeing advances in technology and the effect of economic incentives. If our 
oil and gas resources should begin to decline in time it is more likely to be the 
result of economic competition from cheaper forms of energy, including imported 
fuels than from a lack of potential resources. 

Dependency on foreign oil is not inevitable in either the short or long range as 
pointed out in a study by the National Petroleum Council on Petroleum Produc- 
tive Capacity in January 1952 in the following words: 

“The outlook for development of petroleum resources during the last half of 
the 20th century is favorable. Demand, reasonable economic incentives, and a 
favorable climate for private investment may bring about a further increase in 
availability of petroleum for many years tocome. A study of potential resources 
suggests ample opportunity for still further development in the United States 
and worldwide. New sources of power may prove limiting factors on availability 
of petroleum before completing development of natural petroleum resources is 
approached.” 

“Large quantities of oil and gas remain to be found in the United States and 
and foreign countries. * * * In short, the United States and the world can count 
upon increasing supplies of oil and gas not only for the next few years but for 
the foreseeable future, provided that reasonable economic incentives, adequate 
materials, and a favorable climate for private investment prevail.” 

(d) Effects of residual fuel-oil imports.—Several factors warrant considera- 
tion in connection with the impact of residual fuel imports on the domestic oil 
industry. For example, domestic production of residual fuel oil has shown 
little change, despite substantial increase in the volume of crude oil processed at 
the refineries. This reflects, of course, improvd technology and reduction of a 
residual fuel-oil yield from crude. Imports of residual fuel oil (and, to a far 
lesser extent, imports of heavy fuel-bearing crude oil) have supplied practically 
all of the increased demands for this product in the eastern seaboard area. 

It should be noted that a portion of the rsidual fuel-oil demand for utility and 
industrial purposes is responsive to changes in competitive pricesof alternate 
fuels such as coal and natural gas. During periods of limited fuel-oil avail- 
ability, such as existed in 1947 and 1948, fuel-oil prices have tended to rise, with 
resulting economic incentives for certain consumers to use alternative fuels. 
Conversely, during periods of excess fuel-oil supplies, such as existed particularly 
in 1949 and early 1950, fuel-oil prices have declined and have become more attrac- 
tive in relation to the price of competing fuels thereby stimulating demands for 
fuel oil. The availability of both domestic production and imports are faciors, 
therefore, in the price and extent of demand for residual fuel at any given time. 

During periods of excess availability of residual fuel oil from domestic and 
foreign sources, when the price of fuel oil was low in relation to competing fuels, 
the domestic industry has been affected adversely as a result of lower refinery 
realization from all crude oils and reduced prices and markets for heavier fuel- 
bearing crude oil produced in the United States. When prices of residual fuel 
were relatively high, as in 1948, domestic realizations from crude oil and prices 
of domestic heavy crude oils reflected this favorable influence. 

There is no doubt that the average price of residual fuel oil over the years has 
been lower than it would have been if imports of this product had been restricted. 
On the other hand, the lower competitive prices resulting from no restrictions on 
fuel oil have been a factor in encouraging development of refining techniques 
which reduced the yield of residual fuel oil and increased the yield of light prod- 
ucts, thereby increasing the realization from a barrel of domestic crude oil. 
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On the whole, imports of residual fuel oil probably have had relatively little 
effect on the volume of light crude oils produced in the United States—certainly 
far less than crude oil imports. But these residual fuel imports have, at times, 
hurt both the market outlet and the price of heavier domestic crude oils. 

(e) Effect of imports on the domestic economy.—In addition to the above-men- 
tioned impacts of imports on the domestic oil industry and the development of 
domestic supplies, oil imports are a factor affecting the general economy. Do- 
mestic oil and gas development constitute a significant contribution to national 
economic welfare, as described in section I of this report, and far greater aud 
more direct contribution to the economy of many communities and States where 
petroleum development represents the major economic activity. The flow of 
funds from domestic production benefits in its entirety the domestic economy, 
whereas a substantial part of the income realized from the sale of imported oil 
must be paid to foreign governments. 

Domestic petroleum development makes a significant and direct contribution 
to local, State, and Federal tax revenues (from production and income taxes) 
for the support of public institutions. In contrast, imported oil does not pay 
comparable domestic taxes, either local or Federal, arising from production 
operations. Imports do pay the small import taxes and taxes arising from re- 
fining and marketing operations which apply to both domestic and imported 
crude oil. 

These adverse impacts of oil imports on the domestic economy must be evalu- 
ated, of course, in the light of offsetting benefits derived from increased foreign 
trade by other segments of the economy, although it is impossible to measure 
these offsetting benefits directly. It should be noted, however, that reductions 
in oil production have had immediate and pronounced impacts in areas of the 
eountry where economic welfare depends heavily upon oil and gas production. 
As previously pointed out, part of these reductions can be attributed to imports. 

(f) Inadequacy of voluntary restraints.—The facts presented in the preceding 
sections show that imports of crude oil during the past 6 years have expanded 
beyond proper limits as defined by industry-accepted policy. Residual fuel oil 
imports have not exceeded these limits to the same extent but, as previously 
shown, have hurt the domestic industry at times. The National Petroleum 
Council in 1950 concluded that imports of both crude oil and refined products had 
hurt the domestic oil industry, and that imports of both crude and products 
should be in a fair and equitable relationship to total United States oil demands. 

In view of these facts, it is necessary: (1) to appraise the economic factors 
which caused increases in imports in postwar years beyond policy limits; (2) to 
examine the mechanisms which determine the actual physical volume of imports, 
and (3) to evaluate the operation of these mechanisms in the future in the light 
of the changes which are taking place in the pattern of the world crude oil supply 
and requirements. The figures contained in the statistical introduction to the 
discussion on imports indicate that in the post-war era estimated proved reserves 
in the Middle East increased by about 61 billion barrels; in the United States by 
8 billion barrels; and elsewhere in the free world by 8 billion barrels. Middle 
Eastern reserves increased more than four times while production trebled. Out 
of about 2,500,000 barrels daily now produced in the Middle East, approximately 
200,000 barrels daily are brought into this country. About two-thirds of the in- 
crease in United States crude imports since 1948 has been from Eastern Hemis- 
phere sources. In addition, Middle Eastern crude backed out some Venezuelan 
production from Eastern Hemisphere markets and increased the pressure to 
bring Venezuelan oil into the United States. 

The impact of the discovery of Middle Eastern reserves on the United States 
domestic economy would have been more pronounced but for (1) the rapid growth 
in foreign demand, and (2) the elimination of about 650,000 barrels daily of 
Iranian production from the world markets in 1951. Even with these develop- 
ments, imports from the Middle East to the United States have increased. With 
the resumption of production in Iran, and a slowing down in the growth of 
foreign oil demands, the pressure to import oil from the Eastern Hemisphere 
will be greater and threatens to create serious problems. 

Almost all of the foreign crude oil moving into this country is produced by 
five United States companies, all of which are engaged in both domestic and 
foreign operations. These companies have a great interest in the domestic 
industry and, along with every other United States company or individual, a deep 
concern as to the welfare and security of this Nation and of the free world. From 
an economic standpoint, however, they naturally have somewhat different inter- 
ests than companies or individuals whose operations are confined to the United 
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States. One of the reasons for this is the fact that a substantial part of their 
income (more than 50 percent in the case of the largest company) comes from 
foreign operations. Recent developments, whereby companies previously en- 
gaged only to a negligible extent in developing or purchasing foreign supplies 
have begun to enlarge their foreign operations or purchases, further demon- 
strate the significance of the difference in economic interests. In the case of 
residual fuel oil, which represents more than 90 percent of the volume of im- 
ported refined products at least 75 percent of these imports are accounted for by 
the sales for import or direct importation by two companies, one of which is 
among the five American concerns and the other is controlled by foreign capital. 

The above considerations affect the views and decisions of the concerns which 
import foreign crude and products or sell foreign oil to others who import the oil 
into the United States. Other factors are involved, such as the interest of these 
companies in contributing to the welfare of other countries wherein they operate, 
and their interest in maintaining good foreign relations for the mutual benefit 
of all concerned. In essence, the level of imports is determined by the aggregate 
of individual and independent decisions of a few companies. In considering the 
wisdom of continuing this policy several other important factors should be 
recognized. On a number of occasions, including cases submitted to this task 
force by importing companies, private contractual obligations have been cited as 
a reason for not imposing new restrictions of any kind. Other reasons include 
the claim that any such restriction could alienate relationship with foreign gov- 
ernments and endanger United States concessions in foreign areas. A further 
important factor is the magnitude of proved foreign oil reserves, particularly 
in the Middle East, that create strong pressures to increase production even 
though this increase may lead to shipments to the United States not necessarily 
in accordance with domestic needs. To the extent that present policies are con- 
trolled by such considerations, those who now determine the volume of imports 
are precluded from any action as to imports that might be necessary in the inter- 
ests of national welfare or security. 

Total imports, considering the availability of large volumes of foreign oil, 
might have been greater. In that sense, it might be said that they have been 
restrained to some extent. This has been particularly true in 1954 when some 
companies reduced their imports. Others curtailed previously scheduled in- 
creases. But on the other hand, several companies have increased their imports 
of foreign crude. As a result of these widely divergent moves on the part of 
individual companies the aggregate volume of crude oil and fuel oil imports for 
the current year has shown little or no increase over 1953. However, crude oil 
imports into the area of east of California, which is the area of greatest domestic 
spare capacity, are scheduled to increase 6 percent over the 1953 level. 

The above considerations present a basis for questioning whether it is sound 
policy for the decisions of a few concerns to be the determining factor in this 
matter of oil imports that relates so directly to national welfare and security. 
The question becomes even more pertinent in the light of current economic trends 
in the free world oil-supply pattern. 

The postwar additions to reserves in the United States were the result of 
intensive exploratory and development activities, carried out over a long period 
of years and involving the drilling of 375,000 wells during the postwar years. 
Although comparative figures on costs of finding and developing new reserves are 
not available, there is sufficient evidence to leave little doubt that such costs have 
been substantially lower in foreign areas than in the United States, particularly 
in the Middle East. 

The economic pressure toward reduced United States oil exports and increased 
United States oil imports will no doubt continue to exist and be intensified, for 
the following reasons: (a) Geological provinces outside of the United States 
susceptible to future discovery are more extensive than within the United States: 
(b) both exploratory and development efforts in these areas to date have been 
much less than applied in the United States; (c) therefore, potentialities for 
discovering and developing new production abroad are greater than in the United 
States; and (d) the costs of finding and developing foreign production are likely 
to be lower than similar costs in the United States. 

It is doubtful that the increasing flow of imports caused by these basic develop- 
ments can be effectively dealt with in the future under existing policies, par- 
ticularly if the determination of desirable levels is left to uncorrelated individual 
action of a few companies. As economic pressures to find outlets for growing 
production from old and newly found sources increase, their appraisal of the 
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situation may be at variance with bread concepts of national oil policy. The 
threat of this development calls for an examination of present policies, with 
particular attention to the important issues of national defense. 

(9g) Security aspects of oil policy— Announced national policies as to defense 
include the concept of retaliation rather than attack. Announced policies also 
differentiate between geographical areas in connection with defense. For exam- 
ple, in 1949 Adm. Burton B. Biggs, executive secretary of the Petroleum Commit- 
tee of the Munitions Board, explained the petroleum defense considerations as 
follows in testimony before a subcommittee of the House Small Business Com- 
mittee: 

“* * * Tn conclusion, there are three points that I would like to emphasize: 

“1. The interest of the National Military Establishment in expanding oil de- 
velopment by areas, in order of priority, is, first, the continental United States; 
secondly, the Western Hemisphere; and thirdly, other world areas. 

“2. Prompted by interest in supplies of petroleum for the distant future, the 
National Military Establishment has concern over conservation of the petroleum 
reserves in the ground in those areas representing the greatest probable accessi- 
bility during war; but first consideration for preparedness must be in a high 
level of developed production in those areas. Oil reserves that mush be devel- 
oped after the start of a war will probably contribute only minor quantities 
to that war effort, but shut-in production is an immediate military asset. 

“3. Strategic concepts change as the economic, political, and military strengths 
of nations change. The opinion which I have expressed reflects the current out- 
look on the situation for the near term. Should legislation be enacted pertaining 
to imports it is believed that flexibility should be emphasized in order that ad- 
justments may be made as dictated by economic changes in foreign countries as 
well as our own.” 

As Admiral Biggs points out, strategic concepts are subject to change and 
defense and import policies should remain flexible to provide for such change. 
The basic concept of priority as to available and accessible supplies remains. 
This has been demonstrated in many ways such as current stockpiling programs. 

National defense policies also have given specific recognition, in connection with 
foreign trade policy, as to the importance of production of strategic materials 
within the United States. Congress recognized this security consideration in an 
amendment to the 1954 extension of Trade Agreement Act (Public Law 464, 83d 
Cong.) which reads as follows: 

“No action shall be taken pursuant to said section 350 to decrease the duty 
on any article if the President finds that such reduction would threaten domestic 
production needed for projected national defense requirements.” 

To the degree practicable and advisable in the light of other considerations, 
therefore, policies as to foreign oil and oil imports should recognize these defense 
concepts. For example, Canadian supplies differ from Venezuelan supplies 
which, in turn, differ from Middle East supplies from a defense standpoint 
in every strategic condition short of restricted defense of our own borders. 
To illustrate, the Middle East now supplies about 1,500,000 barrels daily, or 75 
percent, of the petroleum requirements of Europe and Africa. The loss of Middle 
East supplies in part or in whole by damage, by sabotage, or by political alien- 
ation would pose serious problems of oil supply, the burden of which would fall 
on the United States and other Western Hemisphere countries. The continuing 
trend toward greater dependence in the Eastern Hemisphere on Middle East 
supplies makes these potential problems progressively greater. The dangers 
inherent in this situation may be illustrated by the action of the Iranian Govern- 
ment in 1951 which suddenly removed from free world markets almost 40 percent 
of the Middle East crude oil supply. The significance of such actions should 
be considered not only from a defense standpoint but also from the viewpoint 
of the consumer in peacetime. 

Roughly 90 percent of Middle East production supplies foreign markets in 
the free world and only 10 percent is imported into the United States. Middle 
East production has increased by more than 100 percent in the past 6 years—a 
far greater expansion than in any other principal oil-producing area. Although 
it is important to maintain access to Middle East supplies and to encourage their 
development for the free world, these advantages could continue to be realized 
—— imports from that area to the United States, as was the case prior 
to L 

A basic issue as to national defense is the extent to which the United States 
should, through increased imports, become dependent on foreign oil sources by 
policies directed primarily at other objectives. The facts show that present poli- 
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cies are leading to increased imports and greater dependency on these foreign 
sources. The economic pressures described previously appear likely to accelerate 
this trend. Under present policies, the United States will become increasingly 
dependent on foreign oil, even though domestic supplies could otherwise continue 
to be the strongest element of national defense as to oil. The risks in that 
situation are obvious. 

(h) Conclusions.—Consideration of the factors involved in the oil import 
issue leads to the following conclusions : 

(1) Oil is a vital strategic material and defense considerations require 
policies as to oil imports that will assure the necessary development of domestic 
resources. 

(2) Reliance on the existing policy of voluntary restraints on oil imports by 
a few companies has not proved satisfactory, and this policy will be increasingly 
inadequate in the future. 

(3) Therefore, some action as to oil imports by the Government is now neces- 
sary in the national interest. 

(4) Government action, taken now, can serve to prevent oil imports from 
impairing necessary domestic development, without disrupting the economies of 
other nations. 

(5) The longer Government action is delayed, the more difficult it may be 
to take such action without disrupting relations with other nations. 


3. Residual fuel imports in relation to coal 


Residual fuel oil is used as a boiler fuel for ships’ bunkers, electric power- 
plants, industrial plants, and, to a decreasing extent, railroads. Historically, 
the chief competition of this form of energy has been bituminous coal. Since 
World War II, however, natural gas has become a major competitor. Hydro- 
electric power also competes to a limited extent in some areas of the country. 

Because the major competition for this fuel has been bituminous coal, the 
price of residual fuel oil has fluctuated above and below coal parity measured 
in equivalent heating units depending upon the particular supply and demand 
circumstances at the time. Since World War II, the price of residual fuel oil 
in New York Harbor has been more often above coal parity than below it. At 
the present time coal is cheaper than residual fuel oil in terms of equivalent 
heating units. 

Approximately half of the United States consumption of residual fuel oil 
takes place on the east coast of this country (PAD district I). Almost half of 
the consumption in this area is imported from foreign sources, principally from 
the Netherlands West Indies and Venezuela. Therefore, about 25 percent of our 
total consumption of residual fuel oil is imported, almost all of which comes into 
the east coast of the United States. 

The price of residual fuel oil sold in competition with coal, and more recently 
with gas, has almost always been well below the price of domestic crude oil. At 
the present time the price of this product is about $1 a barrel less than the 
average price of United States crude oil in the gulf coast of the United States. 

Residual fuel oil in the United States, therefore, is a byproduct of the domestic 
refining industry. Its name came from the fact that it was the residuum left 
after the more valuable light products were obtained from simple distillation of 
crude oil. In spite of the fact that it is a byproduct of the United States refin- 
ing industry, it is produced and sold subject to specifications demanded by the 
consumer. 

The low, competition price of residual fuel oil in relation to other petroleum 
products and in relation to the price of domestic crude oil has, over the years, 
encouraged the development of refining processes which reduced the proportion 
of residual fuel oil obtained from a barrel of crude oil. These processes include 
such major improvements as thermal cracking, catalytic cracking, and coking. 
As a result of this continuous development of techniques, the yield of residual 
fuel oil has been reduced in the United States from over 31 percent in 1930 to the 
present average of approximately 17 percent. Some refineries today make con- 
siderably less than 10 percent of residual fuel oil. 

Because of this reduction in yields of the product, domestic output of residual- 
fuel oil has remained relatively constant in recent years in spite of the substan- 
tial increase in erude oil run in refineries. The moderate growth in demand 
for the product has been supplied almost entirely from foreign sources. 

For all practical purposes, the policy of the United States with respect to 
residual-fuel oil imports has been to allow foreign residual-fuel oil to compete 
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without restriction with domestic fuels—coal, natural gas, and residual-fuel oil 
from domestic sources. 

In recent sessions of Congress, however, bills have been introduced that call 
for restrictions on residual fuel oil imports to 5 percent of domestic demand for 
the product. This would allow an importation of approximately 75,000 barrels 
per day instead of the expected level of 370,000 barrels per day this year. Since 
it is impracticable to discuss all gradations of possible restrictions on imports of 
residual-fuel oil, these comments will be directed largely toward the 5-percent 
limitation which has evolved in the form of proposed legislation. 

The case for maintaining present policies with respect to residual imports 
is presented below. 

(a) Present policies benefit the consumer—In 1953 imports of residual-fuel 
oil in PAD district I exceeded the totals consumed by ships in powerplants 
combined. Much of the residual fuel oil consumption supplied by imports could 
not be replaced by either coal or gas. Included in this category are all the 
ships’ bunkers, representing one-third of the imports, and a considerable portion 
of the amounts used by industrial consumers and for large heating installations. 
Even in the gas and electric utility category where the greatest flexibility to shift 
to other fuels exists, there are many plants which could not qperate on anything 
but residual-fuel oil, either because they do not have equipment to burn coal 
or gas, or because gas is not available for use in the area. 

The immediate effect of a drastic restriction of restricting residual fuel oil 
imports would be a sharp increase in price, large enough to stimulate the produc- 
tion of residual fuel from domestic crude oil in amounts needed to supply con- 
sumers who cannot use either coal or gas. The increase in price would have to 
be at least enough to hold the refiner even on the additional output, and would 
approximate $1 a barrel in addition to the present New York barge price of $2.25 
per barrel. 

These high prices would encourage consumers to install equipment to consume 
coal or gas and suppliers to install transportation equipment where required. 
Many consumers who are limited by available space could not install coal-burning 
facilities. The consumer for heating purposes include many in this category. 
Even over a period of time, ship’s bunkers would not be able to shift to coal 
or to gas and would have to pay the higher price for residual fuel. Moreover, 
the higher prices of fuel oil would arise prices for competing fuels, particularly 
coal, since it is not subject to public regulation, and many nonindustrial con- 
sumers of coal would thus be affected adversely. 

(b) Restricting residual fuel oil imports would not appreciably increase the 
outlet for coal—The 1953 level of residual fuel imports amounted to only 
32,500,000 tons of coal annually. Bituminous coal’s loss, from over 600 million 
tons immediately postwar to the present 380 million tons, cannot be attributed 
to imported residual fuel oil. The chief reasons for the loss in coal outlet are 
accounted for by domestic fuels in the form of diesel fuel for railroads, distillate 
oil for space heating, and natural gas for heating and for industrial use. Com- 
pared with losses to these competing fuels, the growth in annual residual fuel 
imports expressed in coal equivalents is small, amounting to only 22 million 
tons since the end of World War ITI. 

The major category of use where oil, coal, and gas compete and where there 
is substantial ability on the part of the consumer to shift from one fuel to 
another is the electric utility industry on the east coast. Based upon the 
equipment available in such plants, if residual imports were eliminated, coal 
could not gain more than 7,400,000 tons annually. Other uses of residual have 
very limited ability to shift to other fuels, so that a liberal estimate of coal’s 
gain upon the complete elimination of imports of residual, would be 10 million 
tons of coal per year. 

The above estimate of the gain in coal consumption through complete elimina- 
tion of residual fuel oil imports is based upon an analysis of data available in 
the Federal Power Commission. These data show that all of the electric power- 
plants on the east coast, having equipment permitting them to convert to coal 
or to gas, used only 17,893,000 barrels of residual fuel oil during the first 7 
months of 1954. On an annual basis this is equivalent to only 7,400,000 tons of 
bituminous coal and represents 62 percent of the heavy fuel oil used in electric 
powerplants on the east coast in the first 6 months of 1954. This analysis gives 
a maximum possible conversion from oil to coal on an immediate basis because 
it includes all-electric plants having conversion possibilities whether or not the 
degree of conversion is only partial or complete. 
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The remaining 2,600,000 tons of potential coal consumption included in the 
10-million-ton figure estimated above, provides a liberal allowance for the im- 
mediate ability of industrial and large heating installations to convert from oil 
to coal on the east coast. 

This potential ability to convert to coal from oil compares with an equivalent 
residual fuel oil import figure of 32,500,000 tons of coal equivalent in the year 
1953. A large part of the total imports of residual fuel oil, therefore, could 
not be converted immediately to coal or to natural gas. In these cases invest- 
ments would have to be made for equipment to burn either coal or gas and 
perhaps for transportation equipment, particularly for gas. 

Although residual fuel oil is obtained from imported crude oil run in United 
States refineries, the yield of residual fuel oil from foreign crude oil is sub- 
stantially the same as would be derived from an equal volume of domestic 
crude oil. 

(c) Present policies strengthen national defense.—Residual fuel oil imports 
originate in Venezuela and Netherlands West Indies refineries, except for rela- 
tively small amounts from Mexico. These refineries are better located from a 
tanker transportation standpoint to reach foreign areas of consumption than is 
the gulf coast of the United States. In the event of a future war it is only 
prudent to assume that it will be fought on a worldwide scale, and that the efforts 
of the past few years to provide bases throughout the rest of the world will be 
successful in keeping the enemy from our shores. Under this assumption large 
quantities of material must be moved by sea, and our fighting and commercial 
ships must move with adequate freedom. This requires that large quantities 
of residual fuel oil will be available—more than could possibly be supplied from 
domestic sources even if strenuous efforts were made to increase yields in this 
country as was done in the last war. Moreover, the suggestion is not a practical 
one because it would require Caribbean refineries to transform about 300,000 
barrels per day of residual fuel oil (now entering the United States) into light 
products—largely gasoline and distillates. This transformation cannot be 
achieved with present equipment in Caribbean refineries both because of the 
amounts of light products involved and the increased quality (particularly of 
gasoline) required for the United States market. To carry out this proposal, 
therefore, large capital investments would have to be made in Caribbean 
refineries. 

Therefore nothing should be done to dry up sources of residual fuel oil in 
the Caribbean area. It is unwise to assume that residual fuel oil now entering 
the United States would be available in wartime if restrictions were placed now on 
importation into this country. For currency reasons alone, the ability of 
Caribbean refiners to divert as much as 300,000 barrels per day of residual fuel oil 
to European markets is next to impossible. The effect of restrictions upon im- 
ports, therefore, would be to eliminate a large part of the available supply. 

The strategic location of Caribbean residual fuel oil is crucial in wartime 
because tanker transportation is subject to great hazards and the distances from 
Caribbean refineries to major consuming areas are shorter than from the United 
States gulf. Middle East oil is also of great strategic value in wartime and 
supplies large quantities of residual fuel for commercial and fighting vessels. 
Loss of this area would make Caribbean sources of residual fuel oil even more 
necessary. 

Even during peacetime, foreign residual fuel oil is used to supply the United 
States Navy. Today the Middle East and Caribbean refineries provide fuel oil 
for our fighting ships. This is oil that could not be supplied from United States 
sources without extravagant increases in costs. 

(d) Present policies are consistent with our efforts to strengthen and expand 
international trade.—Restrictions of imports of residual fuel oil to 5 percent of 
domestic demand would seriously affect the economy of Venezuela, the principal 
supplier of either that product or the crude oil from which it is made. It would 
damage our relations with that country because of the impact upon her economy 
and because it would be a breach of our trade agreement wtih Venezuela. 

Reducing residual imports to the suggested 5 percent of domestic demand 
would cut back crude oil production in Venezuela by at least 300,000 barrels per 
day, or almost 20 percent of the 1953 average output. Since the oil industry in 
Venezuela provides 60 percent of the total government revenue, a reduction of 
this magnitude would reduce revenue by as much as 10 percent to 12 percent. 
The impact upon the gross national product of the country would be much greater 
because investment in oil and dependent industries would drop sharply, whereas 
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the continuous investment required in oil operations is a great sustaining force 
in a country which depends so heavily upon oil. 

It is not unlikely under these circumstances that even a strong country like 
Venezuela would be in such turmoil that it would be subject to communistic 
exploitation. 

At the present time Venezuela is one of this country’s best customers, pur- 
chasing more than one-half billion dollars annually of United States goods 
produced in almost every State in the Union. 

While it is not possible precisely to compare the gains in employment in the 
United States that would result from a restriction of residual fuel oil imports 
with the potential loss in United States employment resulting from reduced 
exports to Venezuela because of a reduced ability to purchase from us, it is 
reasonable to expect that so far as Venezuela is concerned there would be an 
element of retaliation involved in addition to the absolute reduction in dollar 
exchange, Also, the potential increase in prices of fuel oil and competing fuels 
should be considered, so that the net effect of restricting imports would be 
disadvantageous to the United States. Much of discussion presented earlier 
with respect to the desirability of crude oil imports in terms of international 
trade applies also to imports of residual fuel oil. 

(e) Importation of residual fuel oil does not constitute unfair competition.— 
The price of coal is established not only through competition with residual fuel 
oil but also through competition within the coal industry and with domestic 
diesel oil, heating oils, and natural gas. This is a normal competitive process and 
the prices so determined cannot be considered unfair under any normal use of 
that term. 

The coal industry claims that imports of residual constitute unfair competition 
because Caribbean refiners make too much of it and would sell at any price to 
get rid of it. Neither of these statements is true. The refiners in the Caribbean 
are modern plants designed to manufacture the types of petroleum products 
needed to supply markets available to them. Equipment is constantly being 
installed in these refineries to meet the changing requirements of the markets 
they serve. 

For these refineries, residual fuel oil is a prime product and not a byproduct as 
in the United States. They operate at a profit, and produce and sell residual 
fuel oil at a profit. The amount of residual fuel oil produced is determined by 
the requirements of customers. The yield of residual fuel oil is high (60 percent) 
compared to 17 percent in the United States, because there is a high demand for 
the product in relation to the demands for other products. If the market for 
residual fuel oil were reduced in relation to demands for other products, yields 
of residual would be reduced consistent with the average lower gravity of the 
crude oils available to these refineries. Also, new equipment would be installed 
if required to meet changed market conditions. 

It has also been suggested by the coal industry that imports of residual be 
accompanied by imports of other petroleum products in proportion to the product 
yields found in the United States. This is the same thing as saying that all 
imports should be the equivalent of light crude oil imports to be run in the 
average United tSates refinery. The suggestion ignores the fact that the United 
States refinery industry is designed to maximize output of light products and 
to minimize output of residual fuel oils, and that import taxes operate to dis- 
courage imports of gasoline and lubricating oils. 

The importance of foreign residual fuel oil during the last war is illustrated 
by the following table prepared from data given in Worldwide Petroleum Supply 
Survey published by the Petroleum Administration for War, November 1945. 


Allies’ supply and demand, residual fuel oil, first half 1945 
[Barrels daily] 


United States Foreign World 


Essential civilian demand : 39, 273, 000 1, 212, 000 
Military and bunker demand . ‘ $ 579, 000 1, 106, 000 


Total residual fuel oil supply 66, 852, 000 2, 318, 000 
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Experience during the last war shows that more than one-third of the total 
residual fuel oil supplies available to the Allies came from foreign sources in 
the first half of 1945, and that more than half of the residual fuel oil used by the 
military and for bunkers came from foreign sources. 

These complaints about refinery operations in the Caribbean constitute an 
indirect way to reduce fuel-oil imports. The suggestions discussed above amount 
to control of the end use of residual fuel oil and capital investment on a grand 
scale. 

(f) Imports of residual fuel oil can be depended upon in wartime.—It has been 
claimed by the coal industry that in time of war imports of residual fuel oil 
cannot be depended upon. The facts do not support this statement. During 
the war years 1941-45, inclusive, average imports of residual were slightly 
greater than in 1940 and considerably greater than in the years 1936-39. 

This, however, is not the important part of the story of foreign residual fuel 
oil in the last war. After the initial shock of submarine warfare which reduced 
operations in Caribbean refineries, as well as in United States refineries depend- 
ing upon tanker movements, these plants expanded output sharply and were 
major suppliers of fuel oil, particularly in the Pacific where large quantities 
were required. Advantage was taken by the Allies of the availability and stra- 
tegic location of Caribbean refineries. In the last 2 years of the war supplies 
of residual fuel oil from this area greatly exceeded prewar levels and fuel 
formerly shipped to the United States was often diverted to the fighting areas 
in order to save tanker transportation. 

(g) Conclusions.—It is clear that the coal industry is in trouble and that 
something should be done to aid this distressed industry. The measures used 
to aid the coal industry, however, should not include restricting imports of 
residual fuel oil for the following reasons: 

1. Foreign residual fuel oil is essential to national defense. 

Foreign capacity for making residual fuel oil made idle by restrictions of 
imports of that product is not any more available in time of war than domestic 
capacity of coal made idle by competition with other fuels. 

2. Restricting imports of residual fuel oil is unfair to consumers. 

Any restriction of imports would increase the price of that product. A sharp 
increase (at least $1 a barrel) in the price of the product would take place if the 
restriction were greater than the immediate ability of consumers to shift to 
alternate fuels. At a maximum this ability to shift amounts to 10 million tons 
of coal equivalent annually. 

3. Restriction of residual fuel oil imports would be contrary to national policy 
with respect to international trade in the free world, and would constitute a 
breach of the Venezuelan Trade Agreement. 

4. Restriction of residual fuel oil imports could not benefit the coal industry 
materially in terms of the total amount of business lost by coal in recent years. 

5. The benefits to the coal industry to be achieved through restriction of 
residual fuel oil imports are far outweighed by the damage that such restrictions 
would do to the national defense both in terms of the impact on supply of this 
essential war product and in terms of the deterioration in our relations with 
potential allies. The benefits to coal would be paid for by the consumer. 


C., FEDERAL TAX PROVISIONS RELATING TO DEPLETION 


In recent years there have been several proposals to Congress for modifying 
the tax provisions on depletion of oil and gas. While the proposed changes in 
these long-established provisions have been rejected by Congress, they deserve 
analysis because of their potential impact on the development of petroleum 
resources, 

Before discussing the issue, it is necessary to have an understanding of the 
depletion provisions of the tax laws and their history. The occurrence of de- 
pletion as a result of oil or gas production is an incontrovertible fact. Some 
deduction must be allowed for depletion since the income tax laws do not con- 
template a tax on capital. The question is how to measure depletion in deter- 
mining what part of the revenue from production represents capital and what 
part is income subject to the usual income tax rates. This question is com- 
plicated by the peculiar difficulties in discovering oil and gas, which difficulties 
mean that the investment in successful leases and wells alone cannot reasonably 
be considered a true measure of the capital involved. 

In determining taxable income from petroleum, Congress has consistently 
recognized that provision must be made for (1) operating expenses, (2) depletion 
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of oil and gas, and (3) recovery of the capital spent on the wells and other 
facilities required for production. The tax law passed in 1918 adopted the prin- 
ciple of discovery-value depletion. In essence, this principle granted the same 
depletion to an operator who discovered oil or gas as to the operator who acquired 
them by purchase after discovery. For operators who discovered oil or gas with 
the same value, depletion was the same although their costs might differ greatly. 
This measure of depletion proved hard to administer because it was practically 
impossible to estimate reserves soon after discovery and to arrive at a reasonable 
figure for discovery value. 

After study of the relation between discovery value and gross revenue from 
petroleum production as shown by experience in administering the 1918 law, Con- 
gress in 1926 adopted a method of relating depletion to the value of production, 
known as percentage depletion. In order that the Government might have the 
benefit of any doubt, the maximum rate was set to represent at most the cost of 
buying discovered oil to replace reserves depleted by production. If percentage 
depletion was taken instead of cost depletion, it could be no more than 274 per- 
cent of gross income or 50 percent of net income, whichever is less. These rates 
were designed to reflect no more than average discovery value and to simplify 
administration of this provision of the tax laws. This provision has been in 
effect ever since 1926, as have the related provisions for recovery of (1) capital 
spent for drilling wells through the option to charge intangible drilling costs to 
expense as incurred, rather than over a period of years, and of (2) related 
tangible facilities through depreciation in a similar manner to tangible invest- 
ments in other business ventures. Some of the costs of exploration and all dry 
hole losses are deductible as expenses when made, just as losses in other busi- 
ness activities are deductible. 


2. Issue 

The issue on depletion is not primarily on principle, but on the rate of depletion 
provided by law. (An incidental question has been raised whether depletion 
and the charge of intangible drilling costs as expense constitute a “double de- 
duction,” but these separate deductions, long recognized by law, relate to differ- 
ent types of deductible expense.) At times in the past, representatives of the 
Treasury Department, some Senators, and others have proposed changes that 
would reduce the maximum rate to 15 percent of gross income, for example, as a 
means of raising more revenue. (On the other hand, some producers contend 
that under present circumstances the present provisions for depletion are not 
adequate and should be raised in order to encourage greater development of 
domestic resources.) These recommendations have not been supported by logical 
evidence as to how the proposed rate was determined or by analysis of the 
adequacy of the proposed rate from the standpoint of encouraging development 
of resources for economic progress and national defense. In the present study 
the latter point is of paramount importance, but consideration will also be 
given briefly to other aspects of the problem. 

Depletion at present rates encourages exploration and development of 
petroleum resources. <A reduction in the maximum rate of depletion would 
reduce the incentive and ability to carry on such activity by decreasing profits 
after taxes. Accordingly, two questions arise: (1) Have profits been so high in 
this business that they can decline without affecting the investment of capital? 
and (2) Would a rate lower than the one that has been in effect bring about 
development of petroleum resources as needed for econemic progress and 
national defense? Experience throws light on both of these questions. 

Profits in the petroleum industry have been no higher on the average than for 
manufacturing and trade generally. Over the period 1938—53, the rate of return 
of 12.9 percent realized on net investment by several score of the most successful 
petroleum companies in the United States, including all the large ones, was 
practically the same as the average rate of 12.8 percent earned by manufacturing 
corporations and trade corporations generally according to authoritative figures 
published annually by the National City Bank of New York. While these results 
include operations of integrated companies engaged in activities other than 
production, the record of four representative companies (Houston Oil, Seaboard 
Oil, Texas Guif Producing, and Texas Pacific Coal & Oil) engaged exclusively 
or primarily in production indicates a rate of return only 1 or 2 percentag 
points higher in recent years. Considering the unusual risks in petroleum ex- 
ploration and production, it might be expected that the average rate of return 
on investment in petroleum production would be somewhat higher than for less 
hazardous investments in manufacturing and trade. There are, of course, some 
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extremely successful individuals and firms that realize higher returns than 
average because of their superior skill or better luck, but even the rate of return 
for highly successful firms is comparable with that of the most successful com- 
panies in automobiles, chemicals, electrical equipment, and similar growth 
industries. 

On the question of the effect of a lower rate of depletion on development 
of petroleum resources, the first step is to consider whether depletion at exist- 
ing rates has resulted in development of reserves at a faster rate than required 
to keep pace with the gain in domestic demand. Reserve estimates are available 
on a consistent basis from the beginning of 1937 on crude oil, and from 1946 on 
natural gas liquids and natural gas. From 1937 to 1953 proved reserves of crude 
oil increased at the same rate as domestic refinery crude oil runs. From 1946 
to 1953, proved reserves of petroleum liquids increased at a slower rate than 
domestic refinery crude runs, and proved reserves of natural gas increased only 
about half as fast as the demand increased. These circumstances show that, 
even with depletion at established rates, the industry has had an incentive no 
more than needed to keep pace with the growth in requirements resulting from 
economic progress and the present state of military use for defense. 


, 


3. Need for current reserve capacity 

It is estimated that in 1954 the ability to produce oil in the United States at 
maximum efficient rates under sound conservation practices will exceed pro- 
duction by about 1,600,000 barrels daily, a margin which represents about 20 
percent of domestic consumption. Does this mean that domestic producing 
capacity has increased more rapidly than needed? Several points bear on this 
question. First, some margin of spare capacity is desirable because demand can 
increase sharply and quickly, as was the case in 1951 and 1952 when demand 
increased by 10 percent in each year. Second, Government officials have in- 
dicated that it is desirable to have, and have urged the industry to provide, a 
reserve oil-producing capacity of at least 1 million barrels daily in the United 
States. Third, part of this reserve is due to the fact that crude oil imports ex- 
ceed exports by 600,000 barrels daily, and that total imports exceed total exports 
by 700,000 barrels daily, whereas in 1946, for example, total exports exceeded 
total imports by 40,000 barrels daily. Even with a shift to a net importing posi- 
tion, the rate of development of domestic oil resources has not been more than 
sufficient to meet increasing requirements and provide a margin of reserve 
capacity considered desirable for national security. 


4. Analysis of alternate incentives 

The question is also raised at times whether the oil industry could not have 
realized the same incentive to develop new resources through higher prices if 
depletion had been lower and taxes higher. For the incentive to be the same, 
any additional taxes on producers would have had to be passed directly on to 
the consumers of petroleum products. This would not be easy in the current 
state of world markets with abundant foreign oil exciting a large influence on 
prices throughout the world. Furthermore, because depletion means more to 
low-cost producers than to high-cost producers because of the limitation of de- 
pletion to 50 percent of net income, any adjustment in price as a result of a 
change in depletion would probably be such as to result in a gain in net income 
for higher cost producers and a loss in net income for lower cost producers. 
Such change would tend to provide less encouragement to the efficient and more 
encouragement to the inefficient producers. Three other points on this question 
were made in the report of the President's Materials Policy Commission in 1952: 

(1) “Because of the erratie price behavior of minerals and the long interval 
between initial investment and yield from production, the Commission con- 
cludes that incentives provided through the price structure are unlikely to bring 
about enough exploration and development to meet national needs for domestic 
production of scarce minerals. 

(2) “Indiscriminate and excessive application of an incentive tax device not 
only jeopardizes the integrity of the whole tax structure but results eventually 
in diluting or even discrediting the particular tax device whereas its cautious 
use would be effective and well warranted in meeting national needs. There is 
a real danger in perennial tampering with these percentage depletion rates. 

(3) “Taking the practical situation as it finds it, the Commission believes 
that any radical alteration of the existing tax arrangements would be unde- 
sirable.” 
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Any change in the rate of depletion would cause substantial disturbance, 
would undermine confidence in the continuity of whatever rate was established, 
and would lessen the effect of depletion as an incentive for the future. It may 
well be, in fact, that even the repeated agitation of this question will operate to 
lessen the effect of the long-established system that has worked and been easy 
to administer. 


5. The question of fair tar treatment 

The preceding question regarding the desirability of collecting more taxes 
from producers if the incentive to develop new oil could be maintained by passing 
these taxes on to consumers relates to the issue of whether petroleum producers 
and consumers pay their fair share of taxes. It is not easy to determine what 
is a reasonable share of taxes for different segments of business and of the peo- 
ple, or what is fair tax treatment. It is a matter of judgment rather than of 
precise measurement. Congress is the final arbiter of this question. In con- 
structing what it considers a sound and equitable tax system, Congress has rec- 
ognized many special circumstances that call for appropriate provisions in the 
tax laws. Tax rates are graduated according to income, for example, and are 
at a lower rate for small corporations than for large. Taxable income for in- 
surance companies and timber operators is not determined in the same way as 
for ordinary manufacturing and trade, because of significant differences in the 
nature of their business. Similiarly, Congress has established and maintained 
percentage depletion for mineral industries, including petroleum, and has set 
rates varying from 5 to 27% percent of gross income as a maximum in recogni- 
tion of differences in the problems of establishing production of the various min- 
erals. In general, the depletion rates are low for the more common, easily dis- 
covered minerals (gravel, salt, and coal) and higher for minerals more difficult 
to discover in the quantities needed, such as sulfur and petroleum. Another 
difference exists in the treatment of capital gains in that only 50 percent of 
such gains are taxable at ordinary rates. These and other examples that might 
be cited serve to show that the aim of income-tax provisions is fair treatment 
considering special circumstances rather than uniform treatment regardless of 
differences. 

The peculiarities of petroleum exploration, previously described in section I, 
pages 10-12, require recognition in the tax laws if investors who are successful 
in discovering and developing new resources are not to be penalized in comparison 
with others engaged in different types of business. In most businesses the capac- 
ity required to meet increasing demands can be built for a cost ascertainable in 
advance with reasonable accuracy. In the search for oil and gas there is no 
way of knowing in advance what it will cost to maintain or increase capacity. 
The only certainty is that a large part of the money risked in exploration and 
drilling will be lost beyond any hope of recovery. While the losses are naturally 
deductible in determining taxable income, such deductions offset only part of 
the loss and still leave a substantial amount that must be recovered somehow 
from successful ventures if investors are to risk their capital in such a busi- 
ness. These circumstances no doubt had a bearing on the original decision by 
Congress that depletion should be measured by the value in the ground of the 
resources discovered. The subsequent change to percentage depletion was de- 
signed to achieve substantially the same results with much less difficulty in 
administration. 

Another aspect of the tax laws has a bearing on the question of whether the 
present rate of depletion is fair. The discoverer and developer of new resources 
establishes capital assets on which he may realize either through outright sale 
or through production over a period of time. The purchaser in such case has a 
depletion base determined by the price paid, which is generally about the same 
as discovery value or percentage depletion. If the tax treatment incident to 
producing the property is not as favorable as that attainable by sale, the operator 
will find it advantageous to sell. Having taken a risk and been successful, he 
may well be tempted to avoid similar risk of the capital left after paying capital- 
gains taxes. (So long as the successful operator continues producing he is very 
likely to carry on further search and development in an effort to find enough 
oil and gas to offset the depletion of his reserves through production.) Two 
undesirable developments will be encouraged if the rate of depletion on produc- 
tion results in less-favorable tax treatment than capital gains—namely, (1) sue- 
cessful low-cost discoverers will be encouraged to sell and retire from the busi- 
ness, whereas it is in the public interest that such operators stay in the busi- 
ness of finding new oil and gas reserves; and (2) sales by small operators would 
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tend to increase concentration in large enterprises and reduce the number of 
concerns seeking to develop new resources. While a substantial number of sales 
of producing properties are made, most operators currently follow the practice 
of producing the oil and gas they locate and of continuing to search for more 
new resources to maintain or increase their proved reserves available to meet 
future requirements. 

Congress has proceeded for many years on the basis that a fair measure of 
depletion is discovery value or its approximate equivalent of not more than 
27% percent of gross or 50 percent of net income. The depletion provision of 
the tax laws have been examined many times by congressional committees 
and have been maintained by substantial margin on the occasions that proposals 
to reduce the rate have come to a vote in Congress. They have operated to 
encourage development of domestic petroleum sources at a pace about in keep- 
ing with demand, and they have become a part of the economic structure of the 
oil industry. Any proposed changes must be analyzed in terms of their prob- 
able effect on development of domestic resources needed for economic progress 
and national defense. 


6. Depletion and intangible development costs 


Examples are sometimes cited of selected cases in which operators with sub- 
stantial revenue and income pay relatively small amounts of income taxes in a 
particular year. These examples do not present the entire picture. They do not 
indicate the tax results of the operations cited over the full productive life of the 
wells being drilled. In any 1 year, an operator with substantial production 
may have enough losses and deductible expenses incident to drilling so that his 
income taxes are small. If his drilling is successful, however, he establishes pro- 
duction that will result in future taxable income. Under the depletion provisions, 
at least 50 percent of the net income from production is subject to income tax. 
Part of this taxable income may be offset by intangible drilling deductions, but 
these deductions are taken only once, and thereafter cannot serve to reduce taxes 
7 the income from the income from the production of that well over a long period 
of years. 

It is sometimes said that the right to expense intangible drilling costs in addi- 
tion to depletion is a double deduction. This statement is made because under 
existing regulations intangible drilling costs capitalized must be recovered 
through depletion rather than depreciation. The nature of these two charges is 
quite different, however, depletion relates to exhaustion of a resource by produc- 
tion, while the recovery of expenditures on the drilling of wells and on tangible 
investments is in the nature of depreciation. (Tangible assets, such as pipe or 
equipment, which can be salvaged for other uses are capitalized and depreciated 
over the useful life of the property.) Intangible drilling costs can be charged 
to expenses as incurred rather than being charged over a period of time. The 
amount of deduction is the same as would be realized over a period of time if 
depreciation were applied instead. The option to charge off intangible drilling 
costs currently operates like accelerated amortization to encourage prompt de- 
velopment. The option operates to reduce taxable income temporarily, as does 
accelerated amortization, but the drilling of producing wells serves to generate 
more taxable income in later years. This system encourages the prompt develop- 
ment of petroleum supplies. 


7. Conclusions 


If the question of depletion should again become an issue, the alternatives 
that may be evaluated from the standpoint of their effect on development of 
resources are as follows: 

(1) Reaffirm the principle and the amount of existing tax provisions. 

(2) Modify the tax system in some manner designed to remove uncertainty 
as to the future status of depletion. 

(3) Devise some new method of taxation that will be effective in encouraging 
the development of petroleum resources needed for the future. 

The conclusion of the President’s Materials Policy Commission on this point 
is pertinent if it becomes necessary to consider the preceding alternatives: 

“In short, the device of percentage depletion as an incentive to minerals 
exploration is not without limitations. But no-alternative method of taxation 
has come to the Commission’s attention or could be devised by the Commission 
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which, in its judgment, promises to overcome these limitations and still achieve 
the desired results, particularly without seriously dislocating well-established 
capital values and other arrangements in the industries concerned, with highly 
adverse effects on supply. Taking the practical situation as it finds it, the 
Commission believes that any radical alteration of the existing tax arrangements 
would be undesirable.” 


NoTe.—Report of the Coal Industry prepared by Staff Consultants of the Task Force of 
the Cabinet Committee on Energy eg and Resources Policy, November 29, 1954, and 
Report on Natural Gas prepared by the Transmission and Distribution Consultants of the 
Oil and Gas Division of the Task Force Cabinet Committee on Energy Supplies and 
Resources Policy, November 4, 1954, are in the files of the subcommittee. 


(The following lists of present and former WOC employees of 
the Office of Defense Mobilization were submitted to the subcom- 
mittee :) 


EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION, Juty 15, 
1955 


The following persons have received without-compensation appointments 
under Executive Order No. 10182 and serve on a full-time basis: 


Dates of ODM 


Title and ODM area employment Private employment 


Name 


Sept. 22, 1954, to date_. 


Botkin, Harold M-_---.- Assistant director of opera- 


tions, A. T. & T. Co., New 
York, N. Y. 
Traffic manager, the Texas 


Co., New York, N. 


Assistant Director for | 
Telecommunications. 


| | 


Sept. 29, 1954, to date 


Consultant, Coordina- | 
toron Transportation | 
Production. 


Dennis, John P 


Assistant Director for 


Floyd, William S 
Materials, Materials. 


; 
Sept. 9, 1954, to date_._._ Manager, San Francisco pur- 
chasing, Shell Oil Co., San 
Francisco, Calif. 
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The following persons have been appointed as special consultants to the Direc- 


tor under Executive Order No. 10182 and serve on a part-time basis: 


Name 
Brownlee, J. F- 
Keenan, Joseph D-__.. 


Vance, Harold S- 


The following persons have been appointed as consultants under Executive 
and either serve on advisory committees or serve on an inter- 


Order No. 10182 


| 
Title and ODM area 
! 


Consltant (Ex. Res.), 
Office of Director. 

Expert (Assistant 
Director for Labor). 


Consultant, Office ofthe | May 16, 1952, to date 


Director. 


© | Jan. 1, 1954, to date__- 


Dates of ODM 
| employment 


Feb. 10, 1953, to date_- 


Private employment 


J. H. Whitney & Co., New 
York, N. Y. 

Secretary-treasurer, Building 
and Construction Trades, 
a 5’ of L., Washington, 
». C. 


| Chairman of the board and 


president, Studebaker 
Corp., South Bend, Ind. 





mittent basis in order to advise on special problems : 


Name 


Andersen, Ralph H 
Armstrong, Cole A 


Baker, William C 


Baylis, Arthur E-_-_---- 


Baxter, James P., 3¢ 
Baker, Geoffrey......._. 


Blackman, Harold § 


Bell, Frederick J 


Bond, Horatio L ...__- 


Bowerfind, E.S 

Brewster, Ellis W 
Brown, Andrew H 
Campbell, 
Caplan, Benjamin 
Cleaves, Emery N 
Granville 


Conway, 


Cooke, James L. 


Cotton, Richards W...- 


Cheston, Charles S 


Carey, Albert J 


Crowson, George M.-. 


Alexander. -.| 


| Consultant, 





| Consultant, 


Title and ODM area 


Dates of ODM 
employment 


Private employment 





| Consultant (Ex. Res.), 


Production. 


Consultant, Plans and 


Readiness. 


Consultant, Production. 


Consultant, Science Ad- 
visory Committee. 
Consultant, Stabiliza- 


Consultant (Ex. 
Manpower. 


Res.), 


Consultant, Plans and 
Readiness, 


Consultant, Materials_- -| 


Consultant, Production.| Dec. 6, 1954, to date_- 


Readiness, 


Consultant, Production. 


Consultant, Plans and 


Readiness. 


Office 
Director. 


| Consultant (Ex. Res.), 


Production, 


| Consultant, Plans and 


Readiness. 


Plans and | 


of | 


| 
| 
| 
| 
} 


| Feb. 4, 1953, to date 


June 14, 1955 to date... 
Oct. 14, 1953 to date_-- | 


July 29, 1954, to date___| 


Dee. 9, 1954, to date__ | 
Feb. 10, 1955, to date___| 
Dec. 11, 1953, to date __ 


June 14, 1955, to date - - 


Aug. 10, 1953, to date_- 
| May 24, 1954, to date__| 


Mar. 8, 1955, to date___| 


| 

July 29, 1954, to date 
| Aug. 9, 1954, to date_ 
May 24, 1954, to date 


July 29, 1954, to date. 


Nov, 23, 1954, to date 
June 14, 1955, to date 


May 24, 1955, to date_- 








_| Member, 


| Commerce counsel, 


Executive vice resident, 
United Engineering Corp., 
Miami, Fla. 

Defense activities engineer, 
A. T. & T. Co., New York, 
N. Y. 

Vice president, B. & O. RR. 
Co., Baltimore, Md. 

Vice president, New York 
ee RR., New York, 


President, Williams College, 
Williamstown, Mass. 

Vice president, Ralston-Pur- 
rina Co., St. Louis, Mo. 
merchandise de- 
partment, J. C, Penney 

Co., New York, N. Y. 

Executive vice president, 
National Automobile Deal- 
ers Association, Washing- 
ton, D. C. 

Chief engineer, 
Fire Protection, 
Mass. 

Director, public relations, 
Republic Steel Corp., 
Cleveland, Ohio. 

Chairman of the board, Ply- 
mouth Cordage Co., North 
Plymouth, Mass. 


National 
Boston, 


Cleve- 
land Chamber of Com- 
merce, Cleveland, Ohio. 


| 
| General superintendent, 


Great Northern R. 
St. Paul, Minn. 

Assistant chief economist, 
mae ag | Industries, New 
York, zi 


R., 


| Vice persion Celanese Cor- 


nee gg of America, New 
York, N. Y. 

President, Cosmopolitan 
Shipping Co., New York, 
N.Y 


| General superintendent, Sea- 


board Air Line R. R. Co., 
Norfolk, Va. 


| Assistant to the president, 


o Corp., Washington, 


Director of various industrial 
and financial institutions. 
Vice president, New York 
oo Co., New York, 


auania to the president, 
Illinois Central R. R., 
Chicago, Tl. 
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Name 


Eddy, sean H 
Emberson, Richard M-- 
Dargusch, Carlton S__-- 
Flynn, John J 


Fowler, Vincent R 


Garrett, James F_. 


Greeley, L. J__- 


Hale, Howard W 


Haley, James F 


Hollister, Solomon C--- 


Henderson, Forest L-_-- 


Hall, Herbert L 


Metis, Petes... 22. -. 25. 


Hoyt, Palmer___- 
Holub, David C. 


Hood, James M 


Kelly, Burnham __ 


Knott, Leslie W _- 


Lambertson, Richard H 


Lauritsen, Charles C 


LeSauvage, George R 


Lilygren, George N 
Lind, John N__-- 


Lutes, Leroy 


Lynch, Perry J.-_-- 
Mahoney, J. J 


McCarthy, Russell C___| 


Melntyre, A. F 


McLeod, John E___. 


| 


| Consultant, 


| 
| 
| 
| 





Consultant, 





| Consultant, Office of | 


Title and ODM area 


Stabiliza- | 
Consultant, Plans and | 
Readiness. 


Consultant (Ex. Res.), 
Manpower. } 


Dates of ODM 
employment 


June 16, 1954, to date 


May 12, 1953, to date__| 


Apr. 13, 1955, to date- 


Apr. 18, 1955, to date 


Consultant, Plans and 
Readiness. 
Consultant, Health Re- 
sources Advisory 
Committee. 
Consultant, Plans and 
Readiness. 
Consultant, Production 


Consultant, Manpower 


Consultant (Ex. Res.), 
Telecommunications, | 
Consultant (Ex. Res.), 
Materials. | 


Consultant (Ex, Res.), 
Manpower. 


Director. | 
Consultant, Stabiliza- 
tion. 


| 
Production _| 
| 


Consultant, Plans and 


Readiness. 
Consultant, Health Re- 


sources Committee. 
| 


Consultant, Production. 


Consultant, Science Ad- | 

visory Committee. 
Consultant, Stabiliza- | 
tion. 


Consultant (Ex. Res.), 
Production. 
Consultant, Production. 


Consultant (Ex. Res.), 
Office of Director. 


Consultant, Production_| 





Consultant, Manpower-..| 


= 


| Consultant, Production 


-.do 


| May 


Apr. 10, 1958, to date_- 


Mar. 3, 1955, to date _| 


Oct. 4, 1954, to date 


July 29, 1954, to date- 


| June 15, 1951, to date 


Apr. 5, 1955, to date 


May 6, 1955, to date 


23, 1955, to date 


Nov. 14, 1954, to date 


May 138, 1954, to date 


July 29, 1954, to date_- 


August 3, 1953, to date 


May 12, 1955, to date. 


July 29, 1954, to date_- 


July 16, 1952, to date 


Oct. 27, 1954, to date. 


May 16, 1955 to date _ - 


July 29, 1954, to date__ 


Apr. 1, 1955, to date___| 


July 29, 1954, to date__| 


Nov. 3, 1952, to date 


July 29, 1954, to date 


..do 


| Director 


| Partner, 





| Viee 


| President, 





| Manager, 


GROUPS 


Private employment 


coordina- 
Inc., 


of sales 
tion, Best Foods, 
New York, N. Y. 
Assistant to the president, 
Associated Universities, 
Inc., New York, N. Y. 
Dargusch, Carew, 
Greek & King, Columbus, 
Ohio. 


| International Union of Elec- 


trical, Radio, and Machine 
Workers, CIO, Washing- 
ton, D. C. 

Secretary-treasurer, Bozell & 
Jacobs, New York, N. Y. 

Chief, Division of Program 
Services, Health, Educa- 
tion, and Welfare, Wash- 
ington, D.C. 

Retired brigadier 
U. 8. Army. 

Superintendent, 
San Francisco 
Springfield, Mo. 

Manager, Koprers Co., Inc., 
Pittsburgh, Pa. 

Dean, College of Engineer- 
ing, Cornell University, 
Ithaca, N. Y. 

rresident, American 
Cable & Radio Corp., New 
York, N. Y. 

Manager, production plan- 
ning division, Aluminum 
Company of America, 
Pittsburgh, Pa. 

Assistant director of researeh, 
A. F. of L., Washington, 
D.C. 

Editor and publisher, The 
Denver Post, Denver, Colo. 

Holub Iron & 
Steel Co., Akron, Ohio. 

President, American Short- 
line Railroad Association, 
Washington, D.C. 

Massachusetts Institute of 
Technology, Cambridge, 
Mass. 

Executive secretary, Health 
Manpower Committee, 
U. 8. Public Health Serv- 
ice, Washington, D. C. 

Special representative, Union 
Tank Car Co., Chicago, 
il 


general, 


St. 


Ry. 


Louis- 
Co., 


| Professor of physics, Cali- 


fornia Institute of Tech- 
nology, Pasadena, Calif. 

Assistant to president, Frank 
J. Shattuck Co., New 
York, N. Y. 

Vice president, Carrier Corp., 
Syracuse, N. Y. 

General traffic manager, Na- 
tional Supply Co., Pitts- 
burgh, Pa. 

President, Pacific Tire & 
Rubber Co., Oakland, 
Calif. 

Vice president, Union Pacific 
RR., Omaha, Nebr. 


| Superintendent of transpor- 


tation, Atchison, Topeka, 

and Santa Fe RR., Chicago, 

il. 

Industrial Man- 
agement Council, Roches- 
ter, N. Y. 

Chief of freight transporta- 
tion, Pennsylvania RR., 
Philadelphia, Pa. 

Chief - mechanical officer, 
Chesapeake & Ohio RR., 
Richmond, Va. 





Woc’s AND GOVERNMENT ADVISORY GROUPS 


Name 


Megee, Caleb R 


Nelson, Otto L., Jr 


Noe, James E 


Ogden, Chester F 


Old, Bruce 8.- 

Gunety Pe Psiucksincaaxs 
Parsons, R, C_..- 
Phillips, Albert J _. 


Powers, Philip N 


Paul, G. Stewart 
Potter, Charles W ._-.-_- 
Rabi, Isidor I___---- 
Reeves, Edward D-..-- 
Reid, 


Thomas R 


Reilly, J. Francis.....-- 


Richardson, George J_.- 


Ruttenberg, Stanley H 


Rhoads, J. H 
Rill, John C...... 


Schreiber, Herbert. -- -- 


Seltzer, George__.....--- 


Sherrard, Glenwood J - -|--- 


Sparks, William S_----- 


Strauss, Simon D.__..--.- 


Stockton, Joseph D 


Taylor, James H 


Trigg, Ralph S 


.| Consultant (Ex. Res.), 





Tupper, Ernest A..-.--| 


| Consultant (Ex. 


| Consultant, 


| Consultant (Ex. Res.), 


Title and ODM area 


Consultant, Production. 


Consultant, Plans and 


Readiness. 


Res.), 
Production. 


Consultant (Ex. 
Materials, 


Res.), 


Consultant, Science Ad- 
visory Committee. 
Consultant, Production 


do 





Consultant, Materials-- 


Manpower. 


Consultant (Ex. Res.), 
Telecommunications. 


Consultant (Ex. Res.), 
Production. 





Consultant, Science Ad- 
visory Committee. 


Consultant, Manpower 


Consultant (Ex. Res.), 
Manpower. 


Consultant, Production. 


Consultant, Plans and 


Readiness. 


Manpower. 
Consultant, Stabiliza- 
tion. 
Consultant, Production. 


-do- 


Consultant, Stabiliza- 


tion. 


Consultant (Ex. Res.), 
Telecommunications. 
Consultant, Materials. - 


Telecommunications. 





Expert (Assistant Direc- 
tor for Manpower), 
Manpower. 

Consultant (Ex. Res.), 
Production. 

Consultant (Ex. Res.), 





Plans and Readiness. 


Dates of ODM 
employment 


Private employment 





July 29, 1954, to date_- 


May 13, 1953, to date. 


May 17, 1955, to date_- 


Apr. 11, 1955, to date. 


Sept. 17, 1951, to date. 
July 29, 1954, to date- - 


alls nape ss waniegeiihdl 


Apr. 8, 1954, to date 


June 18, 1951, to date 


Apr. 15, 1955, to date_- 


May 24, 1955, to date_- 


Jan. 1, 1954, to date___- 


Nov. 20, 1951, to date_. 


June 1, 1953, to date__- 


July 29, 1954, to date__-- 


May 6, 1955, to date-.- 


June 6, 1955, to date--- 


Sept. 23, 1954, to date - - 
Dec. 6, 1954, to date__-- 


July 29, 1954, to date-- - 
Nov. 24, 1954, to date. - 


Sept. 30, 1953, to date. - 
Mar. 28, 1955, to date. - 
Mar. 4, 1954, to date. -- 


Apr. 14, 1955, to date... 


May 25, 1954, to date... 


June 13, 1955, to date. - 
Feb. 15, 1955, to date.. 








Vice chairman, Car Service 


Division, Association of 
American Railroads, 
Washington, D.C. 

Vice president, New York 
Life Insurance Co., New 
York, N.Y 

International representative, 
International Brotherhood 
of Electrical Workers, 
A. F. of L., Washington, 
Dp, C. 

Manager of purchases, De- 
troit Edison Co., Detroit, 
Mich, 

Vice president, A. D. Little, 

_Ine., Cambridge, Mass. 

General manager, New York, 
New Haven & Hartford 
RR., New Haven, Conn, 

Vice president, Louisville & 
ore RR., Louisville, 


y. 

Vice president, American 
Smelting & Refining Co., 
New York, N. Y. 

Executive administrator, 
Atomic electric project, 
Monsanto Chemical Co., 
St. Louis, Mo. 

Vice president, Western Un- 
ion Telegraph Co., New 
York, N. Y. 

Assistant vice resident, 

New 


he Th ee 
York, N. Y. 
Professor physics, Columbia 
University, 
N.Y 


New York, 


Executive vice president, 
Standard Oil Development 
Co., New York, N. Y. 

Director of civic affairs, Ford 
Motor Co., Dearborn, 
Mich. 

Assistant to vice chairman, 
ear service division, Asso- 
ciation of American Rail- 
roads, Washington, D. C. 

Secretary-treasurer, Interna- 
tional Association of Fire 
no Washington, 


Director, department of edu- 
cation and research, CIO, 
Washington, D. C. 

Partner, Rhoads & Co., 
Philadelphia, Pa. 

President, Fruit Growers 
Express Co., Washington, 


Statistician, Association of 
American Railroads, Wash- 
ington, D. C. 

Visiting lecturer, University 
of Minnesota, Minneapo- 
lis, Minn. 

President, Parker 
Boston, Mass. 

Vice president, RCA, New 
York, N. Y. 

Vice president, American 
Smelting & Refining Co., 
New York, N. Y. 

Vice president, Illinois Bell 
_ Co., Chicago, 


House, 


Director of industrial rela- 
tions, Procter & Gamble 
Co., Cincinnati, Ohio. 

Self-employed. 


Manager, American Can 
Co., Washington, D. C. 
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Name 


Walker, L. Gordon 
Walsh, Maurice C 


Wampler, Charles E.-... 


Williams, James A-.-...- 
Weaver, Elmer H 


bi = ince. Richard W., 
r. 


Webster, William 
Wellford, R. Carter 


Werner, William G 
Wysor, Rufus J 

Young, John D-_-.------ 
Zacharias, Jerrold R- --- 
Schafer, George H - ---. 


Berkner, Lloyd V 


Title and ODM area 


Consultant (Ex. Res.), 
Production. 

Consultant, Stabiliza- 
tion. 


Member, Mobilization 
Program Advisory 
Committee, Plans and 
Readiness. 

Consultant (Ex. Res.), 
Production. 


Consultant, Materials--. 


Consultant, Plans and 
Readiness. 


Consultant, Materials-_- 


Consultant, Office of 


Director. 


Consultant, Science Ad- 
visory Committee. 


Consultant, Production. 


Consultant, Plans and 
Readiness. 


Emmerich, Herbert-----|---- 


Lovell, Endicott 
Wasson, Edward H 


Consultant (Ex. Res.), 
Plans and Readiness. 
Consultant (Ex. Res.), 
Telecommunications. 





Dates of ODM 
employment 


1565 


Private employment 





June 14, 1955, to date_- 
Nov. 3, 1954, to date- -- 


Apr. 25, 1954, to date. 


May 16, 1955, to date_- 


Oct. 1, 1953, to date--_. 
May 14, 1955, to date... 


Aug. 13, 1951, to date_- 
Aug. 3, 1954, to date- -- 


May 24, 1954, to date_- 
Mar. 2, 1954, to date__- 
July 15, 1954, to date. . 
Oct. 1, 1952, to date_-- 
July 29, 1954, to date-- 


June 23, 1953, to date-- 
July 8, 1955, to date_-- 


| June 30, 1955, to date_- 





Manager, Ore & Coal Ex- 
change, Cleveland, Ohio. 

Assistant to the president, 
Champion Paper & Fiber 
Co., Hamilton, Ohio. 

Assistant vice president, A. 
T. & T. Co., New York, 
N.Y. 


Division manager, New Eng- 
land Telephone Co., Bos- 
ton, Mass. 

Manager of purchases, Union 
Oil Co. of California. 

Vice president, Southland 
Paper Mills, Inc., Lufkin, 
Tex. 

Vice president, New Eng- 
land Electric Systems. 

Personnel manager, Film 
Department, E. I. du Pont 
Co., Wilmington, Del. 

Manag?r, public relations, 
Procter & Gamble Co., 
Cimcinnati, Ohio . 

Special consultant, United 
States Steel Corp., Pitts- 
burgh, Pa. 

Management consultant, 
McKinsey & Co., Wash- 
ington, D. C. 

Professor of physics, Massa- 
chusetts Institute of Tech- 
nology, Cambridge, Mass. 

General traffic manager, 
Weyerhauser Sales Co., 
St. Paul, Minn. 

President, Associated Uni- 
versities, New York, N. Y. 

Director, Public Adminis- 
tration Clearinghouse, 
Chicago, I 

President, Calumet & 
Hecla, Inc., Chicago, Il. 

Vice president, A. T. & T. 
Co., New York, N. Y. 





Total WOC employees appointed under Executive Order 10182, 101. 


Active ODM when actually employed employees appointed under Executive 
Order No. 10182 


Name 


Anshen, Melvin L 


Barber, Alvin B 
Barr, William G 


Barton, Paul C 
Bateman, Alan M 
Braceland, Francis J...-. 
Brackett, Mary E 


Brady, George S 


Title and ODM area 


Consultant (Program 
Planning), Plans and 
Readiness, 

Consultant (Transpor- 
tation), Production. 


Consultant (Rent), Sta- 


bilization. 


Consultant, Health Re- 
sources Advisory 
Committee. 

Consultant, Office of the 
Director. 


Consultant, Health Re- 
sources Advisory 
Committee. 


Consultant (Materials), 
Materials. 





Dates of ODM 
employment 


Feb. 18, 1951, to date_- 


Mar. 16, 1953, to date-- 
Oct. 4, 1954, to date_-- 


Apr. 30, 1951, to date. 
June 24, 1953, to date... 
July 30, 1953, to date... 
May 5, 1952, to date... 


Feb. 1, 1954, to date_-- 


Private employment 


Professor of marketing, In- 
diana University, Bloom- 
ington, Ind. 

No private affiliation. 


Self-employed, president of 
Eldo Corp. and _ Barr- 
Muchin Enterprises 
Washington, D. C., and 
Maryland, 

Medical director, Brewer & 
Co., Inc., Worcester, Mass. 


Professor, economic geology, 
Yale University, New 
Haven, Conn. 

Psychiatrist in chief, Insti- 
tute of Living, Hartford, 
Conn. 

Associate director of nursing 
service, Hartford Hospital, 
Hartford, Conn. 

Retired colonel, U. 8. Army. 





1566 


Name 


Brown, J. Douglas. 


Caldwell, Guy A 


Chambers, J. M 


Chandler, Lester V_.-.-- 
Ciocco, Antonio 


Clark, Robert L 


Crosby, Edwin L...-.-- 
Cummings, George D_-- 
Daniels, Arthur 8. 
Diehl, Harold S..-. 
Elliott, William Y 
Fallon, Anna Teresa.... 


Flanagan, Rev. John J_. 


Fox, Bertrand 


Friend, Ann 8....-...-- 
George, Edwin B-.-..-. , 


Gregg, Alan 
Hansen, Robert J-- 
Hardenbergh, John F. 


Harrison, Walter T. 


Hayden, Henry M..---- 
Johnston, Bruce G 


Kellogg, Herbert H 


Kinnear, John C 


|Consultant, 





5 


Title and ODM area 


AND GOVERNMENT ADVISORY 


Dates of ODM 
employment 


GROUPS 


Private employment 





| Consultant Rpestatons 
, Man- 


Manpower 
power. 
Consultant (Paramedi- 


cal Versonnel), Health | 


Resources Advisory 


Committee. 


Consultant, Plans and 


Readiness. 
Consultant (Stabiliza- 
tion), Stabilization. 


Consultant, Health Re- 
sources Advisory 
Committee. 

Consultant (Man- 
power), Manpower. 

Consultant, Health Re- 
sources Advisory 
Committee. 

Consultant (Chairman, 
Subcommittee on 
Blood), Health Re- 
sources Advisory 
Committee. 

Consultant (Paramedi- 
cal personnel), Health 
Resources Advisory 
Committee. 

Consultant, Health 
Resources Advisory 
Committee. 

Consultant (Assistant 
to Director for NSC 
and Internal Activ- 
ities), National Secur- 
ity Council Staff. 

Consultant (Paramed- 
ical Personnel), 
Health Resources Ad- 
visory Committee. 

Consultant, Health 
Resources Advisory 
Committee. 

Consultant (Program 
Planning), Plans and 
Readiness. 


Consultant, Health 
Resources Advisory 
Committee. 

Consultant (Program 
Planning), Plans and 
Readiness. 

Consultant, Health Re- 
sources Advisory 
Committee. 


Consultant, Plans and 


Readiness, 


Consultant, Health Re- 
sourees Advisory 
Committee. 


Expert (Labor), Special | 


Assistants (Assistant 
to Director for Labor). 


Plans and 
Readiness. 


Consultant (Titanium), | 


Materials, 


Metals), Materials. 


| June 19, 1951, to date. 








May 12, 1955, to date_. 


Apr. 12, 1954, to date. 


May 23, 1955, to date-- 


July 1, 1951, to date... 


May 1, 1953, to date... 
Sept. 27, 1951, to date.- 


Aug. 20, 1951, to date_. 


Mar. 3, 1955 


Apr. 30, 1951, to date. 


Feb. 9, 1951, to date___ 


May 12, 1955 


May 2, 1952 


Apr. 6, 1064... ....:..- 


May. 3; 1968 ...0ccos-s0), 4 Assistant 


June 16, 1952. .......:- 


Apr. 30, 1951, to date_- 


July 6, 1955, to date... 


July 16, 1951, to date _- 


July 9, 1952, to date. -_- 


May 19, 1955, to date_. 


July 6, 1955, to date... 


Jan, 29, 1954, to date _- 


| Consultant (Nonferrous | Jan. 2, 1952, to date... 


| 
| 





Dean of faculty, professor of 
economics, Princeton Uni- 
versity, Princeton, N. J. 

Acting director, professor, 
Ochsner Clinic, New Or- 
leans, La. 


No private affiliation. 


Professor of Economics, 
Princeton University, 
Princeton, N. J. 

Head, department of bio- 
statistics, University of 
Pittsburgh. 

Self-employed, consultant, 
Clark & Associates. 

Director, the Johns Hopkins 
Hospital, Baltimore, Md. 


Director of Laboratories, 
Michigan, Department of 
Health, Lansing, Mich. 


Professor of physics educa- 
tion, the Ohio State Uni- 
versity, Columbus, Ohio. 


Dean of medical sciences, 
University of Minnesota, 
Minneapolis, Minn. 

Williams professor of govern- 
ment and director of 
summer school, Harvard 
University, Cambridge, 
Mass. 

Director, Nursing Advisory 
Service for Orthopedic and 
Polio, New York, N. Y. 


Executive director, Catholic 
Hospital Association, St. 
Louis, Mo. 

Professor of business admin- 
istration and director of 
research, Harvard Uni- 
versity. 

to the director, 
American Hospital Asso- 
ciation, Chicago, Ill. 

Economist, Dun & Brad- 
street, New York, N. Y. 


Division of Medical Educa- 
tion and Medical Sciences 
of the Rockefeller Founda- 
tion, New York, N. Y. 

Associate professor of struc- 
tural engineering, Massa- 
chusetts Institute of Tech- 
nology. 

Executive secretary and 
managing editor, American 
Veterinary Association, 
Chicago, Ill. 

Retired, U. S. Public Health 
Service, San _ Francisco, 
Calif. 

Assistant to the president, 
International Brotherhood 
of Electrieal Workers, 
Washington, D. C, 

Professor of structural en- 
gineering, University of 
Michigan, Ann _ Arbor, 
Mich. 

Associate professor of extrac- 
tive metallurgy, Columbia 
University. 

Vice president, Kennecott 
a Corp., New York, 
Ws. a 
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Dates eof ODM 


Ni | Title : DM are 
Name ritle and ODM area employment 


Private employment 


Koop, Theodore F | Consultant (Wartime | May 13, 1955, to date_.| Director of news and public 
CensorshipPlanning), | affairs, Columbia Broad- 

Plans and Readiness. — System, Washing- 
ton, D.C, 

Kunen, James L 2 General | Oct. 23, 1954, to date__| Attorney at law. 

Sounsel, 
Landry, Robert J Consultant (Program | Sept. 15, 1952, to date.| Economist, Dun «& Brad- 
Planning), Plans and street, Inc., New York, 
Readiness. 1  ¢ 
LeTourneau, Charles U.| Consultant (Paramedi- | Mar. 3, 1955, to date. Secretary, council on profes- 
cal Personnel), Health sional practice, American 
Resources Advisory Hospital Association, Chi- 
Committee. cago, Ill. 

Lyda, Harold B Expert (Manpower), | July 8, 1954, to date.___| Director of unemployment 
Manpower. insurance, Associated In- 
dustries of New York, Inc., 

Albany, N. Y. 
McGuinness, Aims C_..| Consultant, Health Re- | Oct. 19, 1953, to date_.| Dean, Graduate School of 
sources Advisory Medicine, University of 
Committee. Pennsylvania, Philadel 
_ phia. 

Mase, Darrel J_.-...--- Consultant (Paramedi- | Mar. 3, 1955, to date___| Coordinator, Florida Center 
cal Personnel), Health of Clinical Services; pro- 

Resources Advisory fessor of speech and educa- 
Committee. tion, University of Florida, 
Gainesville, Fla. 

Mayne, Alvin Consultant, Plans and | Sept. 18, 1953, to date.| Lecturer in management, 
Readiness. Wharton School ef Come 
merce, University of Penn- 
| | sylvania, Philadelphia, Pa. 
Morgan, John D. Jr_...| Expert (Materials), 18, 1952, to date__| No private affiliation. 
Materials. 
Muchin, Jacob_-.--.-.--- Consultant (Rent Sta- 17, 1954, date..| Attorney, self-employed, 
bilization), Statiliza- Manitowoc, Wis. 
tion. | 
Page, William K., Jr....| Consultant (Paramedi- 3, 1955, to date__| Administrative director, 
| cal Personnel), Health | | Kessler Institute for Re- 
Resources Advisory | | habilitation, West Orange, 
| Committee. N. J. 
Paul, Willard S Expert (Mobilization, 1, 1953, to date___| Lieutenant general, retired, 
| Plansand Readiness), | U.S. Armys 
Plans and Readiness. 
Porter, William A--....- Consultant, Telecom- | 22, 1954, todate..| Partner, Bingham, Collings, 
munications, Porter & Kistler, Wash- 
ington, D. C, 
Pratt, Oliver G_........| Consultant (Chairman, 24, 1952, to date__| Executive director, Rhode 
Subcommittee on | Island Hospital, Provi- 
| Hospital Services). | dence, R. I. 
Price, Byron..-......-..| Consultant (Chairman, | 17, 1954,] to date_| Assistant Secretary General, 
Advisory Committee United Nations, New 
on Wartime Censor- York, N. Y. 
ship Planning), Plans 
| and Readiness. 

Roth, Sidney G.-.......| Consultant (Informa- | July 28, 1953, to date..| Assistant to the dean, divi- 
tion and Training), | sion of general education, 
Plans and Readiness. New York University. 
Rusk, Howard A--_-.-- | Consultant, Health Re- | Apr. 30, 1951, to date_.| Professor and chairman, de- 
sources Advisory partment of physical medi- 
Committee. cine and _ rehabilitation, 
New York University Col- 
lege of Medicine, and asso- 
ciate editor, the New York 
Times. 

Schoeny, Leo J fas " | Dentist, self-employed, New 
| Orleans, La. 
Shaughnessy, Howard J.|_--- eas aes Sept. 12, 1951, to date__| Deputy director Ilinois State 

Department of Public 
| | | Health, Chicago, Ill. 
Shepard, William P_---_|----. bia Apr. 30, 1951, to date__| Third vice president, health 
| and welfare division, Pa- 
| | cific coast head office, Met- 

ropolitan Life Insurance 
| | Co. 
Sleeper, Ruth........... lxcaccatese | Oct. 21, 1953, to date... Director, School of Nursing 
| and Nursing Service, 
| Massachusetts General 
| Hospital, Boston, Mass. 
Smith, Deering G.-.__-- | Oct. 16,1953, to date__.| General practitioner, 
Nashua, N. H. 
Steiner, George A.......| Consultant (Program | May 4, 1954, to date...| Professor of Economics, Unt 
Planning) ,§Plans and versity of Illinois. 
Readiness. 


| 
| 
| 

















| 





woce’s 


Name 


Stovall, William D-_-.-.- 


Taylor, Eugene J 


West, Robert R----...-- 


Willard, Helen S_- 


Williams, Ernest W., 


Jr. 


Worthingham, Cather- 
ine A. 


Wright, Marion J 


Young, Benjamin F.-_. 


AND GOVERNMENT ADVISORY GROUPS 





| Title and ODM area 


Consultant, Health Re- 
sources Advisory 
Committee. 


Consultant (Plans and 
Readiness), Plans and 
Readiness. 

Consultant (Paramedi- 
cal Personnel), Health 
Resources Advisory 
Committee. 


Consultant (Transpor- 
tation), Production 
Requirements and 
Programs. 

Consultant (Paramedi- 
cal Personnel), Health 
Resources Advisory 
Committee. 

Consultant, Health Re- 
sources Advisory 
Committee. 

Expert (Member of 
BARB), Office of the 
Director. 





Dates of ODM 
employment 


Sept. 6, 1951, to date - - 


Apr. 30, 1951, to date. 


Jan. 26, 1955, to date__. 


Mar. 3, 1955, to date. _- 


June 27, 1951, to date _- 


Mar. 3, 1955, to date. - 


May 2, 1952, to date. _. 


July 1, 1954, to date__- 





Nl 





Private employment 


Director, State laboratory of 
hygiene, University of Wis- 
consin, Madison, Wis. 

Assistant professor of clinical 
physical medicine and re- 
habilitation, New York 
University College of Med- 
icine, and a member of the 
editorial staff, the New 
York Times. 

Industrial consultant, self- 
employed, Concord, N. H. 


Professor of occupational 
therapy, director of Phila- 
delphia School of Occupa- 
tional Therapy, Univer- 
sity of Pennsylvania, 
Philadelphia, Pa. 

Associate professor in trans- 
portation, Columbia Uni- 
versity, New York, N. Y. 


Director of professional edu- 
cation, the National Foun- 
dation for Infantile Paraly- 
sis, New York, N. Y. 

Associate director, Harper 
Hospital, Detroit, Mich. 


Retired vice president of the 
New York Telephone Co. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 





Total ex- 


Starting and penses paid 


| 
Type of appoint- eae Statutory authority for 
| ’ termination a Jan. 1, 1953, 
ment dates employment to date of 


| separation 


Name 


Abramson, Adolph G__.| Industrial equip- | Aug. 27,1951- | Sec. 710 (b) of Defense 
ment specialist | May 26, 1952 Production Act of 1950 | 
(WOC). and E. O. 10182, sec. 
101 (a), dated Nov, 21, 
1950. 


Ackerman, William C__.| Expert (WOC)-....| Jan. 22,1952- | National Security Act of 
Sept. 17, 1952 1947, as amended, 


Allen, Kenneth C_....... Consultant | June 11,1951- | E. O. 10182, sec. 101 (a), 
(WOC) (steel | Aug. 29, 1951 dated Nov, 21, 1950. 
task force). 





Andersen, Ralph H__-_..| Adviser to Dep- | Aug. 6,1951- | Sec. 710 (b) of Defense 
uty Administra- | Dee. 31, 1953 Production Act of 1950 
tor (WOC), and E. O. 10182, sec. 
101 (a), dated Noy. 21, 
1950. 





Anderson, John T_.-..-.| Consultant | June 11,1951- | E. O. 10182, sec. 101 (a), 
(WOc). Aug. 29, 1951 dated Nov, 21, 1950. 





Arnold, Gayle W Director, Indus- | Aug. 31,1948- | National Security Act of 
try and Govern- | Sept. 29, 1949 1947, as amended. 
ment Disper- 

sion Division 

(WOC). 


Aswell, James R Consultant 1, 1951- 
(WOC). 24, 1951 





1 In some cases certain information concerning an individual has not proven to be readily available from 


the records from which the bulk of the information could be obtained. In others, the terms of the committee 
request were such that the information was not applicable to the individual involved. 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 19557 


Nature of services 
performed 


Served as adviser on re- 
sources and requirements 
problems concerning ma- 
chine tools, agricultural 
machinery and other 


| 


general industrial equip- | 


ment, 


Advised on matters per- 
taining to the editing 
and publishing of the 
President’s Materials 
Policy Commission Re- 
port. 


Served as a consultant to 
the Steel Task Force and 
advised on matters per- 
taining to steel. 


Served as adviser to the 
Deputy Administrator | 


for Programs and Re- 
quirements on all phases 
of the Office’s activities. 


Served as a consultant to 
the Steel Task Force and 
advised on matters per- 
taining to steel. 

Served as Director of the 
Industry and Govern- 
ment Dispersion Divi- 
sion which was respon- 
sible for the strategic 
relocation of industries, 
services, Government 
and economic activities. 


Served as a consultant in | 


the field of information 
and advised on matters 
avers to informa- 
tion. 





Education and experience 


| Active business 
tions during 
employment 


connec- 
period of 





A. B. degree, Potomac State School, Keyser, 


W. Va.; A. M. degree, West Virginia Uni- | 


versity, Morgantown, W. Va.; Ph. D. 
degree, Brown University, Providence, 
R. L.; September 1929-June 1934, General 
Electric Co., Schenectady, N. Y.; 1934-36, 
assistant in economics, Brown University, 
Providence, R. I.; October 1937-June 1938, 
Brookings Institution, Washington, D. C.; 
October 1938-February 1940, Temporary 
National Economic Committee, Washing- 
ton, D. C.; September 1943 to present, lec- 
turer in statistics, Temple University, 
Philadelphia, Pa.; April 1940 to present, 


Lecturer in statistics, 
Temple University, 
Philadelphia, Pa., and 
SKF Industries, Inc., 
Philadelphia, Pa. 


economist and director of market research, | 


SKF Industries, Inc., Philadelphia, Pa. 

A. B. degree from Princeton University, 
Princeton, N. J.; September 1931-Septem- 
ber 1932, Knox National Bank, Mount Ver- 
non, Ohio; September 1932-January 1936, 
reporter, Cleveland Plain Dealer (news- 
paper), Cleveland, Ohio; January 1936- 


| Columbia Broadcasting 
System, New York City. 


September 1940, assistant to the secretary, | 


Princeton University, Princeton, N. J.; 
September 1940 to present, director, refer- 
ence department, Columbia Broadcasting 
System, New York City. 

Degree in business administration, University 
of Pittsburgh; June 1946-August 1947, cost 


clerk, American Bridge Co., Pittsburgh, | 


Pa.; August 1947 to present, statistical assist- 


| Statistical assistant, 
Jones & Laughlin Steel 
Corp., Pittsburgh, Pa. 


ant, Jones & Laughlin Steel Corp., Pitts- | 


burgh, Pa. 

August 1936-August 1942, assistant to division 
sales manager, United States Gypsum Co., 
Chicago, Ill.; August 
assistant supervisor, cost and _ statistics, 
United States Steel Corp. of Delaware, Pitts- 


1942-August 1947, | 


Director of procurement, 
a Corp., Syracuse, 
N. Y. 


aN. 


burgh, Pa.; August 1947 to present, director | 


of pera, Carrier Corp., Syracuse, 
s 


Degree from Bucknell University; August 


1939 to present, manager, commercial re- | 
search, Armco Steel Corp., Middleton, Ohio. | 


1919 to present, promoted through various 
positions from rate clerk to manager, indus- 
trial division, B. & O. RR., Baltimore, Md. 


November 1942-March 1945, information 


specialist, Office of War Information, Nash- | 


ville, Tenn., and Washington, D. C.; March 
1945-January 1947, editor, special projects, 


| Manager, commercial re- 
search, Armco Steel 
Corp., Middleton, Ohio. 


Manager, industrial divi- 
| sion, B. & O. RR., Balti- 
| more, Md. 
| 


| Hill & Knowlton, Inc., 
Washington, D. 6. 


Newsweek, Washington, D. C.; January | 


1947-July 1947, Harper & Bros., publishers, 
New York City; January 1947-November 
1947, U. 8. Air Force, Washington, D. C.; 
January 1947-July 21, 1950, account execu- 


ov, Hill & Knowlton, Inc., Washington, | 
Dae | 
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Name | 


Type of appoint- 
ment | 


Consultant | 


Atkinson, Frederick G_. 
(Woc). 


Member, Science 
Advisory Com- 
mittee (WOC), 


Bacher, Robert F_-...-- 


Consultant 


Dalow; 4008 Bconenssnae 
(woc). 





Bancroft, Thomas M 


Consultant 
(Wwoc), 


Bardeen, Maxwell D_... 


Batcheller, Hiland - 


Assistant to direc- 
tor (WOC). 

Member, Advi- 
sory Committee 
on Production 
Equipment 
(WoC), 


Bedford, Clay P 


Consultant 
(Woc). 


Belcher, Donald R 


2 Information not available, 


Starting and 
termination 
dates 


Nov. 
Mar. 20, 1953 


Nov, 18, 1953- 
June 30, 1955 


Apr. 8, 1949- 


| June 30, 1949 


1, 1950- 
20, 1951 


- 1,1951- 
10, 1952 


May 28, 1951- 
Jan. 6,1952 
May 16, 1952- 
Mar. 31, 1953 


June 21, 1948- 
Feb. 28, 1950 





Statutory authority for 
employment 


3,1950- | National Security Act of 


1947, as amended, 


E. O. 10182, sec. 101 (a), 
dated Nov, 21, 1950. 


National Security Act of | 


1947, as amended. 


National Security Act of 
1947, as amended. 


E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


National Security Act of 
1947, as amended. 


| 








Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 
separation 


(4) 


$2, 753. 50 
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Security Resources Board, Defense Production Administration, 
Resources Board was established, to July 15, 1955—Continued 


| 
| 


Nature of services 
performed 


Served as a consultant in 
the Manpower Office 


and advised on matters | 


pertaining to manpower. 


Served as a member of the 
Science Advisory Com- 


mittee, Office of Defense | 


Mobilization. 


Served as a consultant and | 


advised in the making of 
an analysis of the mobili- 
zation program of the 


National Security Re- | 


sources Board. 


Served as a consultant and 


tion of reports and limi- 


Served in the forest prod- | 


matters pertaining 
forest products. 


Served in the steel survey 
area and advised on mat- 
ters pertaining to steel. 


director of ODM. 
Served as a member of the 

Advisory Committee on 

Production Equipment. 





Served as a consultant 
with an advisory com- 
mittee in the resources 
and requirements area. 


Studied liberal arts at Columbia University; | 





advised on the compila- | 


tation orders in connec- | 
tion with cotton fabrics. | 





ucts area and advised on | 
to 


Served as assistant to the 
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and Office of 





Education and experience 


June 1926-January 1934, training supervisor, 
Henry L. Doherty & Co., New York City; 


January 1934-April 1935, assistant to the | 
director, Cincinnati Employment Center, | 


Cincinnati, Ohio; April 1935-January 1936, 


Personnel Assistant, Home Owner’s Loan | 


Corp., Washington, D. C.; January 1936- 


August 1940, head of employment and train- | 
ing, Procter & Gamble Co., Ivorydale, Ohio; | 


February 1943-December 1945, U. 8. Air 
Force (colonel); August 1940 to present, 


director of personnel and industrial relations, | 


R. H. Macy & Co., New York City. 


degree, Ann Arbor, Mich.; 1935-49, director 


| B.S. degree, University of Michigan; Ph. D. | 


of ae of nuclear, Cornell University, | 


Ithaca, N 
Physics Division, Los Alamos Laboratory, 
Los Alamos, N. Mex.; 1944-45, head, Bomb 


Physics Division, Los Alamos Laboratory, | 


Los Alamos, N. Mex.; 1946-49, Commis- 


sioner, Atomic Energy Commission, Wash- | 


ington, D. C.; 1949 to present, chairman, 


division of physics, California Institute of | 


Technology, Pasadena, Calif. 

1925-35, building construction, self-employed; 
January 1935-January 1941, 
county treasurer, Snohomish County, 


Everett, Wash.; January 1941-April 1945, | 
county commissioner, Snohomish County, | 
April 1945-January 1949, | 
State director, department of finance, busi- | 


Everett, Wash.; 
ness, and budget, State of Washington. 


1943-44, head, Experimental | 





B. S. degree from Princeton University, | 


Princeton, N. J., 1924-46, treasurer and direc- 
tor, Turner Halsey Co., New York City; 
1946, present vice chairman of the board, 


Turner Halsey Co., New York City; 1946 to | 


present, president, 
berry Mills of Baltimore, Baltimore, Md. 
Ph. B. degree, Yale University, New Haven, 
Conn.; 
Ivory, N. Y.; 


Mount Vernon Wood- | 


Active business connec- 
tions during period of 
employment 


R. H. Macy & Co., New 
York, N. Y. 


Division of physics, Cali- 
fornia Institute of Tech- 
nology, Pasadena, Calif. 


. | Information not available. 
chief deputy | 


Turner Halsey Co., New 
York City; Mount Ver- 
non Woodberry Mills of 
es Baltimore, 


| Lee Paper Co., Vicksburg 


1926-26, Procter & Gamble Co., Port | 
1926 to present, president and | 


~ neral manager, Lee Paper Co., Vicksburg, | 


Latin ated degree, Wesleyan University; | 
September 1942-November 1943 and Jan- | 


uary 1944-April 1945, War 


Production | 


Board, Washington, D. C.; January 1916 to | 


present, chairman, Allegheny Ludlum Steel 
Corp., Pittsburgh, Pa 

Civil engineer, Rensselaer Polytechnic Insti- 
tute, Troy, N. Y.; May 1934-March 1938, 
general superintendent, Columbia Construc- 
tion Co., Bonneville, Oreg.; March 1938- 
June 1946, general superintendent, Consoli- 
dated Builders, Inc., Mason City, Wash.; 
June 1940-December 1940, mem ber operating 
committee, Brown-Bellows, Columbia, 
Corpus Christi, Tex.; December 1940-Sep- 
tember 1945, vice president and general 
manager, Henry J. Kaiser Co., Richmond, 
Calif., September 1945-49, executive vice 
president, Kaiser-Frazer Corp., Willow 
Run, Mich.; 1952, Chase Aircraft Co., Inc., 
Trenton, N. J. 

A. B. degree, Kalamazoo College, Kalamazoo, 
Mich.; A. M. degree, Columbia University, 
New York City; 1910-14, professor, Hanover 
College, Hanover, Ind.; 1914-17, instructor, 
Columbia University, New York City; 
1917-18, instructor, Adelbert College, Cleve- 
land, Ohio; 1919 to present, assistant comp- 
troller, treasurer, American Telephone & 
Telegraph Co., New York City. 





Mich. 


Allegheny Ludlum Steel 
Corp., Pittsburgh, Pa. 


Chase Aircraft Co., Inc., 
Trenton, N. J. 


American Telephone & 
Telegraph Co., New 
York, N. Y. 
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Defense Mobilization from 1947, the year National Security 


ats | 





Total ex- 
penses paid 
Jan. 1, 1953, 

to date of | 
| separation 


Starting and 
termination 
dates 


Statutory authority for | 
employment 


Type of appoint- 
ment 


Bennett, Frank E-- Consultant | Dee. 15,1948- | National Security Act of 
(Woc). Mar. 14, 1950 1947, as amended. 


Bergson, Herbert A General Counsel 2,1951- | E. O. 10182, sec. 101 (a), 
(WOc), d 30, 1951 dated Nov. 21, 1950. 


Bertrand, Eugene F.....| Assistant Admin- 17,1951— | See. 700 (b) of Defense 
istrator for Re- 5, 1952 Production Act of 1950 | 
gional Mobiliza- and sec. 101 (a) of E. O. | 
tion (WOC). | 


Consultant). 1, 1949- | 10182, dated Nov. 21, 1950 
(WoC). 18, 1951 


' 

Blandy, William H. P...| Member, Advi- | 22, 1952- | E. O. 10182, sec. 101 (a), | 
sory Committee 31, 1953 dated Nov: 21, 1950. | 
on Production | 
Equipment | | 
(WOC). | 

Blum, Robert >onsultant| Oct. 6,1952- | National Security Act of | 
(woc). Nov. 5,1952 | 1947 as amended. 


Doge, J. PRMD cis vccins| sce MOwdcskindelt Ge Dee ict SL... 
| Apr. 20, 1951 





Boyer, Harold R Chairman, Air- 20,1951- | See. 710 (b) of Defense 
craft Produc- | 29, 1952 Production Act of 1950 
tion Board and sec. 101 (a) of E. O. | 
(WoC). 10182, dated Nov. 21, 

1950. | 


Brandt, Robert_......-. Consultant | 14,1949 | National Security Act of | 
(WOC). 20, 1951 1947 as amended. | 
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Administration, and Office of 


Resources Board was established, to July 15, srer-Ceninnes 


Nature of services 
performed 


Education and experience 





Served as a consultant in 
the raw materials area 
and advised on all mat- 
ters pertaining to chemi- | 
cals and rubber. 


Served as General Counsel 
for the Office of Defense 
Mobilization. 


Assisted in establishing 


and coordinating activi- | 
ties of the Regional De- | 


fense Mobilization Com- 
mittees. 


Assisted in organizing the | 
Containers and Packag- | 


ing Division of the Na- 
tional Security Resources 
Board. 

Served as a member of the 


Advisory Committee on | 


Production Equipment. 


Served as a consultant in 
the energy and utilities 
area and advised on mat- 
ters pertaining to atomic- 
energy problems, and 
in formulating work pro- 
grams covering petro- 
leum, gas, coal, and 
electric power. 


Served as a consultant in 
the forest products area 
and advised in develop- 
ing mobilization plans 
for the lumber industry. 


Served as Chairman of 
the Aircraft Production 


ment and Production, 
DPA. 





Served as a consultant in | 
the Office of Programs 
and Requirements, 


Board, Office of Procure- | 


; 
| 





In- | 


dustrial Resources Divi- | 


sion, and 


advised on | 


matters pertaining to in- | 


dustrial resources. 


A. Ballov & Co., New 
York City; 1918-42, executive, Bloomfield 
Chemical Co., Harrison, N. J.; 1942-47, 
Chemical Bureau, War Production Board, 
Washington, D. C.; 1947 to present, sales 
executive, Publicker Industries, Inc., Phila- 
delphia, Pa. 

Degrees from Harvard College and Harvard 
Law School, Cambridge, Mass.; March 
1934- December 1943, U. 


912-18, salesman, B. 


October 1945, assistant law officer, U. 8. 
Coast Guard, New Orleans, La.; 
1945-Sept. 30, 1950, Assistant Attorney Gen- 
eral, Antitrust Division, U. 
of Justice, Washington, D. C.; 
topresent, senior partner, Bergson, Adams & 
Borkland, law firm, Washington, D. C. 
Studied engineering at Columbia College, 
Dubuque, Iowa; 1923-26, sales manager, 
Kelley Motor Sales, Aurora, Ill.; January 
1926-March 1929, partner, 
trand, Aurora, Ill.; March 1929-April 1934, 
general manager, McElroy Bros., Inc., 


Wabash, Ind.; April 1934 to present, sales | 


manager, Owens-Illinois Glass Co., Toledo, 


Ohio. 


July 1909-February 1950, U. S. Navy 
miral); February 1950 to present, president, 
Health Information Foundation, New 
York City. 


B. A. and M. A. degrees from University of 
Wisconsin, Madison, Wis.; June 1938- 


August 1941, rate analyst, Wisconsin Gov- | 


ernment and Public Service Commission, 
Madison, Wis.; September 1941-June 1942, 
fellowship, Harvard University, Cam- 
bridge, Mass.; February 1942-June 1942, 
economist, National Resources 
Board, Washington, D. C.; June 1942- 
August 1943, utility economist, 
duction Board, Washington, D. C.; 
1943-March 1946, U. S. Navy, June 1946- 
February 1947, business. specialist, Office of 
Housing Expediter, W ashington, a, ©: 


February 1947—October 1947, lecturer, Wil- 
Octo- | 


liams College, Williamstown, Mass.; 
ber 1947-September 1948, economist, 
Department, Washington, D. C.; 
1948-April 1951, economist, 
DPA; Apr. 19, 1951-December 1951, PMPC 

Attended Hill Military Academy, Portland, 
Oreg.; attended University of Washington, 
Seattle, Wash.; 1922-42, Weyerhaeuser Sales 
Co., St. Paul, Minn.; 1942-45, War Produc- 
tion Board, Washington, D. C.; 1945 to 
present, owner, J. Philip Boyd & Co., 
Chicago, Ml. 

B. S. degree, Massachusetts Institute 
Technology, 1924-29, Oakland Motor Car 
Co., Pontiac, Mich.; 1929-30, American In- 
dustries Corp., Detroit, Mich.; 1930-Decem- 
ber 1940, president and general manager, 
Allen Corp., Detroit, Mich.; January 1941- 
January 1943, National Defense Advisory 
Committee, Washington, D. C.; January 
1943 to present, vice president, General 
Motors Corp., Detroit, Mich. 

| A. B. degree from Harvard College, and 8. B. 
degree from Harvard Engineering School, 
Cambridge, Mass.:; 
neering, General Electric Co., Schenectady, 
N. Y.: 1926 to present, electrical engineer, 
New England Power Co., Boston, Mass. 


State 


8. Department of | 
Justice, Washington, D. C.; January 1944- | 


October | 


S. Department | 
October 1950 | 


Heinz & Ber- | 


(ade | 


Planning | 


War Pro- | 
August | 


October | 
NSRB and | 


| J. Philip 


of | 


1925-26, electrical engi- | 


connec- 
period of 


Active business 
tions during 
employment 


Publicker Industries, Inc., 
Philadelphia, Pa. 


Bergson, Adams & Bork- 
land, law firm, Washing- 
ton,§D. C. 


Owens-Illinois’ Glass Co., 
Toledo, Ohio. 


Health Information Foun- 
dation, New York, N. Y. 


Boyd & Co., 


Chicago, Ill. 


General Motors Corp., 


Detroit, Mich. 


New England Power Co., 
Boston, Mass. 
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Total ex- 
| penses paid 
termination Jan. 1, 1953, 
dates to date of 
| | separation 


| Type ofappoint- | Starting and 


ment | 


Statutory authority for 


y ¢ » 
Name employment 


| | 
Brewster, Derrick L lc onsultant | June 11,1951- | E. O. 10182, sec. 101 (a), 
Aug. 29, 1951 dated Nov. 21, 1950. 


Brewster, Ellis W | May 9,1950- | National Security Act of 
June 15, 1951 1947 as amended. 


Brooks, Edward P Feb. 9,1951- | Sec. 710 (s) of Defense Pro- 
July 6,1951 duction Act of 1950 and 
sec. 101 (a) of E. O. 10182, 
dated Nov. 21, 1950. 
Brown, William W Oct. 29,1948- | National Security Act of 
Apr. 20, 1951 1947 as amended. 


Brundage, Frederick. - -- Sebackel 24, 1950- 
20, 1951 





Buford, Charles H ee 
Apr. 


Bundy, Edwin S | 14, 1949- | National Security Act of 
- 20,1951 | 1947 as amended. 


Burgess, Carter L Executive officer 26, 1950- | E. O. 10182, sec. 101 (a), 
i (WOC), . 29,1951 dated Nov. 21, 1950. 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


| Served as a consultant to 
the Steel Task Force 
and advised on matters 
pertaining to steel. 


Served as a consultant in 


and advised on matters 


Served as a consultant in 
the Office of Staff Serv- 
ices, Defense Production 
Administration. 


with the Office of Pro- 


and advised on matters 
pertaining to 
power and utilities. 


the materials area and 


taining to materials. 


Served as a consultant in 
the Industrial Resources 
Division and advised on 
matters pertaining to 
transportation and stor- 
age, 


the Industrial Resources 
Division and advised on 
matters pertaining 
electricity. 


DM 
and developing an execu- 


office. 





the Production Office | 


pertaining to production. 


Served as a_ consultant | 
grams and requirements | 


electric | 


Served as a consultant in | 


Served as a consultant in | 


to:| 





advised on matters per- | 


Education and experience 


B. S. degree, University of Illinois, Chicago, 
Tll.; degree in metallurgy, Lewis Institute 
of Technology, Chicago, Ill.; 1937-40, Car- 
negie Illinois Co., Pittsburgh, Pa.; 1940-45, 
U. S. Army; 1946 to present, Inland Steel 
Co., Chicago, Il. 

B. S. degree, Massachusetts Institute of Tech- 
nology, Boston, Mass.; 1913-14, assistant to 
manager, Bemis Bros. Bag Co., St. Louis, 
Mo., and Seattle, Wash.; 1914-15, laboratory 
assistant, Massachusetts Institute of Tech- 
nology; 1915 to present, president and treas- 
urer, Plymouth Cordage Co., Plymouth, 
Mass. 

B. S. degree, Massachusetts Institute of Tech- 
nology, Boston, Mass.; 1935 to present, vice 
president in charge of factories, Sears, Roe- 
buck & Co., Chicago, Il. 

Attended Kilmavnock Academy and Kil- 
mavnock Technical, Scotland; 1917, August 
1923, engineering, Glenfield & Kennedy, 
Kilmavnock, Scotland, September 1923 to 
oresent, the Detroit Edison Co., Detroit, 
Mich.; 1943-45, engineer, War Production 
Board, Washington, D. C.; 1946, consultant 
to OPA and OEC. 

Degrees in forestry from Sheffield Scientific 
School and Yale Forest School; May 1909- 
September 1942, U. S. Forest Service, States 
of Oregon and Washington; September 1942- 
June 1947, War Production Board and suc- 
cessive agencies; June 1948 to present, Har- 
bor Plywood Corp., Portland, Oreg. 


B. C. E. degree, University of Arkansas, Fay- 





| Assisted the Director of | 
oO 


in establishing | 


tive and administrative | 


etteville, Ark.; 1924-25, general superintend- 
ent, southern district, Chicago, Milwaukee, 
St. Paul & Pacific RR. Co., Chicago, Il., 
1925-27, assistant general manager, lines, 
east, Chicago, Milwaukee, St. Paul & Pacific 
RR. Co., Chicago, I1.; 1927-39, general man- 
ager, lines, west, Chicago, Milwaukee, St. 
Paul & Pacific RR. Co., Chicago, Il.; 1939- 
46, vice president, operating and mainte- 
nance department, Association of American 
Railroads, Washington, D. C.; 1946-47, ex- 
ecutive vice president, Chicago, Milwaukee, 
St. Paul & Pacific RR. Co., Chicago, .; 
1947 to present, president, Chicago, Mil- 
waukee, St. Paul & Pacific RR. Co., Chi- 
cago, Il. 


M. E. degree from Cornell University, Ithaca, | 


N. Y.; 1911-25, Niagara Lockport and 
Ontario Power Co., Buffalo, N. Y.; Sen- 
tember 1925-January 1935, engineer, Buffalo 
Niagara & Eastern Power, Buffalo, N. Y.:; 
January 1935 to present, chief engineer and 
vice president, Buffalo Niagara Electric 
Power Corp., Buffalo, N. Y.; May 1948 to 
present, chief engineer and vice president, 
eo Hudson Power Corp., Buffalo, 
B. A. degree, Virginia Military Institute; 
December 1939-October 1941, assistant man- 
ager, Stone Pfg. & Manufacturing Co., 
Roanoke, Va.; October 1941-April 1945, 
U.S. Army (colonel); April 1945-April 1946, 
Special Assistant to Assistant Secretary of 
State, U.S. State Department, Washington, 
D. C.; April 1946-April 1947, assistant to 
president, TWA, Washington, D. C.; April 
1947 to present, assistant to vice president 


in charge of division, General Aniline & 


Film Corp., Binghamton, N. Y. 


| Active 








business 
tions during 
employment 


connec- 
period of 


~— Steel Co., Chicago, 
1. 


Plymouth Cordage 
Plymouth, Mass. 


Co. 


Sears, Roebuck & 
Chicago, Ill. 


Co., 


The Detroit Edison Co., 
Detroit, Mich. 


Harbor Plywood 


Corp., 
Portland, Oreg. 


Chicago, Milwaukee, St. 
Paul & Pacific RR. Co., 
Chicago, Ill. 


Buffalo Niagara Electric 
Power Corp., Buffalo, 
N. Y., and Niagara 
Hudson Power Corp., 
Buffalo, N. Y. 


General Aniline & Film 
Corp., Binghamton, 
IN Ba 
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woce’s 


AND GOVERNMENT ADVISORY GROUPS 





OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
1947, the year National Security 


Name 


Burrill, Cecil L 


Caine, Walter E_-.--- 


Campbell, William L---- 


Cancell, Benton R-..-- 


Carey, Albert J_...-- 


Type of appoint- | 


ment 


Consultant 


| 





(woc). 


a 


Adviser to Ad- 
ministrator 
(woc), 


Consultant 
(woc). 


Adviser to Dep- 
uty 
trator (WOC). 


Admin- | 


Defense Mobilization from 


Starting and 
termination 
dates 


| Oct. 12, 1954- 
| Nov. 30, 1954 


| Oct. 20, 1954- 


| Nov. 30, 1954 


Dec. 3, 1951- 
May 10,1953 


| Oct. 1, 1950- 
Apr. 20,1951 





| Aug. 20,1951- | 


Dee. 31, 1953 


| 
| 
| 
| 
| 
| 
| 
| 
| 





| 


Statutory authority for 


employment 


ead 


1950. 


National Security Act 


1947 as amended. 


See. 710 (b) of Defense (4) 
Production Act of 1950 | 
and sec. 101 (a) of E. O. | 





E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


} t 
| Totalex- | 
penses paid 
Jan. 1, 1953, 
to date of 
separation 


None paid 


None paid 








See. 710 (b) of Defense (3) 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 








10182, dated Nov. 21, | 


1950. 


3 Jan. 1, 1953-Feb. 3, 1953, not available; Feb. 4, 1953-May 10, 1953, $65.19. 
‘Jan. 1, 1953-Feb. 3, 1953, information not available; Feb. 4, 1953-Dec. 31, 1953, $48.69. 
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Security Resources Board, Defense Production Administration, and Office of 


Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant 
with the Cabinet Com- 
mittee on Energy sup- 
plies and resources policy 
and advised on matters 
pertaining to oil and gas. 


Furnished*tadvice to Ad- 
ministrator, DPA, with 
respect to the develop- 
ment and formulation of 
policies and programs of 
the Office of Production. 


Advised in developing 
mobilization plans for 
pulp, paper, and paper- 
board industries. 


Served as adviser to 
Deputy Administrator 
on Matters Pertaining 
to Program and Require- 
ments. 


| 
| 
| 
| 
| 


| 





Education and experience 


Engineering degree, University of Washing- 
ton, Seattle, Wash.; November 1945-August 
1949, head of budget department, Standard 
Oil Co., New York, N. Y., August 1949- 
December 1950, director, Creole Petroleum 
Corp., New York City; December 1950-June 
1952, Director, Program Division, Petro- 
leum Administration for Defense, Wash- 
ington, D. C.; June 1952-March 1954, vice 
president, Creole Petroleum Corp., New 
York City; March 1954 to present, chief 
—— Standard Oil Co., New York 

ty. 

B. 8. degree, University of Buffalo; M. B. A., 
Northwestern University; September 1930- 
July 1931, Institute for Economic Research, 
Northwestern University, Chicago and 
Evanston, Ill.; July 1931-November 1931, 
University of Buffalo, Buffalo, N. Y.; De- 


Active business connec- 
tions during period of 
employment 


Standard Oil Co. of New 
Jersey, New York, N. Y. 





Texas Eastern Transmis- 
sion Corp., Shreveport, 
La. 


cember 1931-March 1932, Department of | 


economics, University of Wisconsin, Madi- 


son, Wis.; September 1932-October 1935, | 


Public Service Commission of Wisconsin, 
Madison, Wis.; October 1935-April 1936, 
Rural Electrification Administration, Wash- 


ington, D. C.; April 1936-November 1938, | 
Public Service Commission of Wisconsin, | 


Madison, Wis.; November 1938-October 
1939, Federal Power Commission, Wash- 


ington, D. C.; October 1939-November 1940, | 


the Twentieth Century Fund, New York 
City; November 1940-September 1944, Fed- 
eral Power Commission, 
September 1944-August 1948, American Gas 


Association, New York, N. Y.; August 1948 | 


to present, vice president, Texas Eastern 
Transmission Corp., Shreveport. La. 


A. B. degree, Yale College, New Haven, | 


Conn.; studied civil engineering, Massa- 


chusetts Institute of Technology, Boston, | 


Mass., LL. B. degree, Boston College Law 
School; October 1932-January 1942, vice 
president and director, Kroger Grocer & 
Baking Co., Cincinnati, Ohio; January 1942- 
February 1943, vice president, American 
Machine Defense Corp., New York, N. Y.; 
February 1943-January 1945, vice president, 
Brown Co., Berlin, N. H.; January 1945- 
January 1951, professor and head of depart- 
ment, Massachusetts Institute of Tech- 
nology, Cambridge, Mass.; January 1951- 
December 1951, vice president, Food Ma- 
chinery & Chemical Corp., San Jose, Calif. 

Degree in forestry, State Ranger School; 
B.S. F.-M. 8S. F. degrees from University of 
Michigan; July 1938-February 1942, Ameri- 
can Paper and Pulp Association, New 
York City; February 1942-May 1943, United 
States Pulp Producers Association, New 
York City; May 1943-October 1945, Director 
of Forest Products Bureau, War Production 
Board, Washington, D. C.; January 1946- 
October 1948, vice president, Powell River 
Co., Ltd., Vancouver, British Columbia; 
October 1948 to present, vice president, 
St. Regis Paper Co., New York, N. Y. 


B. S.-M. 8S. degrees from Massachusetts In- 


stitute of Technology, Cambridge, Mass.; 
December 1941-June 1942, Office of Produc- 
tion Management, Washington, D. C.; 
June 1942-October 1945, U. S. Army Air 
Forces (lieutenant colonel); December 1945- 
January 1948, American Telephone & Tele- 
graph Co., New York City; January 1948 to 
present, division traffic superintendent, 
New York Telephone Co., New York, N.Y. 


Jashington, D. C.; | 


Food Machinery & Chem- 
ical Corp., San Jose, 
Calif. 


St. Regis Paper Co., New 
York City. 





New York Telephone Co., 
New York, N. Y. 
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Woc’s AND GOVERNMENT ADVISORY GROUPS 


OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Name 


Carlin, William P---.--.- 


Carman, Frank H 


Carmichael, Leonard __. 


Carpenter, Arthur W ---- 


Carr, Robert 8_- 


Catlin, George B____..- 


Chase, W. Howard. 





| Type of appoint- 


ment 


—|—— 


|Consultant 





(woe). 


igen 


oc ss ets 


Bureau 


Director 


(material group) 


(WOCc). 


Consultant 


(wOCc), 


Distressed 
representative 


(woc) 


Assistant 


areas 


to the | 


Director (infor- 


mation 
(woc). 


policy) 








=™"""! Nov. 











. Total ex- 
Starting anc be ss : penses paid 
termination meer for Jan. 1, 1953, 
dates oS to date of 
separation 
June 11,1951- | E. O. 10182, sec. 101 (a), |........-._... 
Aug. 29, 1951 dated Nov. 21, 1950. 
| Oct. 25,1948- | National Security Act of |_..._...__- 
23, 1951 1947 as amended. 
Nov, 19,1951- | E. O. 10182, sec. 101 (a), None paid 
Jan. 25, 1954 dated Nov. 21, 1950. 
Oct. 5, 1948- | National Security Act of |_..._--- 
Jan. 31, 1949 1947, as amended. 
Sept. 1, 1949 |_..-- el cohd une reveneaseiadausees 
Feb. 28, 1950 
Feb, 26,1952- | Sec. 710 (b) of Defense |.............- 
Aug. 25,1952 | Production Act of 1950 
and sec. 101 (a) of E. O. 
| 10182, dated Nov. 21, 
1950. 
| 
| 
Jan. 15,1951- | E. O. 10182, sec. 101 (a), |_- 
Mar. 16, 1951 dated Nov. 21, 1950. 


| 
| 
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Security Resources Board, Defense Production Administration, and Office of 


Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Education and experience 





Served as a consultant to 
the Steel Task Force and 
advised on matters per- 
taining to steel. 

Served as a consultant in 
the Production and Re- 
quirements Division and 


advised in the prepara- | 


tion of plans for mobiliza- 


tion of the plastic mate- 


rials industry. 


Served as a member of the 
ODM Committee on 
Specialized Personnel. 


Served as the Bureau Di- 
rector, Materials Group, 
Office of Production. 


Served as a _ consultant 
with the Office of Pro- 


duction, Raw Materials | 


Division, and advised 
on matters pertaining to 
the conversion of the 


beverage distilling indus- | 
try to the production of | 
industrial alcohol in the | 


event of an emergency. 


Served as the Detroit rep- 
resentative of the De- 
fense Distressed Areas 
Task Force to investi- 
gate in that area where 
the Government pro- 
curement program is out 
of balance with the local 
labor force and to make 
recommendations to cor- 
rect the situation. 

Served as assistant to the 
director and advised on 
matters pertaining to 
information policy. 





B. A. degree, University of Pittsburgh; March 
1937, to present, economist, Republic Steel 
Corp., Cleveland, Ohio. 


B. S. degree, University of Akron, Ohio; June 


1925-July 1936. B. F. Goodrich Co., Akron, | 


Ohio; July 1936-April 1941, Armstrong Cork 
Co., Lancaster, Pa.; April 1941-January 
1944, War Production Board and predecessor 
agencies, Washington, D. C.; January 1944 
to present, Plastic Materials Manufacturers 
Association, Inc., Washington, D. C. 

B. S. degree, Tufts College, Medford, Mass.; 
Se. D. and Ph. D. degree, Harvard Uni- 
versity; 1927-36, professor of psychology, 
Brown University, Providence, R. L.; 


1931-32, visiting professor, Clark University, | 


Worcester, Mass.; 1935-36, visiting professor, 
Harvard University, Cambridge, Mass.; 
1936-38, chairman, department of psychol- 
ogy, and dean of faculty of arts and science, 
University of Rochester, Rochester, N. Y.; 
1938-52, president, Tufts College, Medford, 
Mass.; 1952 to present, Secretary, Smith- 
sonian Institution, Washington, D. C. 

. B. and 8. M. degrees, Massachusetts Insti- 
tute of Technology, Cambridge, 
1919-22, the Goodyear Tire & Rubber Co., 


TR 


Akron, Ohio; 1922, the Holtite Manufactur- | 


ing Co., Baltimore, Md.; 1922-26, the Good- 
year Tire & Rubber Co., Akron, Ohio; 1927 
to present, B. F. Goodrich Co., Akron, Ohio; 
1941-42, WPB (on loan from B. F. Good- 
rich). 

Attended University of Detroit, Detroit, 
Mich., and American University, Washing- 
ton, D. C.; December 1933-April 1934, 
instrument man, Coast and Geodetic Sur- 
vey, College Park, Md.; May 1934-Novem- 
ber 1937, I. B. M. supervisor, Home Owner's 
Loan Corp., Detroit, Mich.; February 1938- 
April 1941, regional chief clerk, U. S. Hous- 
ing Authority, Washington, D. C.; April 
1941-June 1942, Chief, Fiseal Unit, Federal 
Works Agency, Washington, D. C.; June 
1942-June 1943, Chief, Administrative Oper- 
ations, regional] office, FPHA, Washington, 
D. C.; June 1943-July 1946, special assistant 
to Vice President, Defense Supplies Corp., 
Washington, D. C.; June 1946 to present, 
assistant secretary, Hiram Walker & Sons, 
Inc., Washington, D. C. 

E. E. degree, Cornell University, Ithaca, 
N. Y.; 1936 to present, sales engineer, the 
Detroit Edison Co., Detroit, Mich. 


A. B. degree, University of Iowa; 1936-39, 
editorial writer, Des Moines, Iowa; 1939-40, 
executive, American Retail Federation, 
Washington, D. C.; 1940-41, associate editor, 
Whaley-Eaton Service, Washington, D. C.; 
1941-45, director, department of public serv- 
ice, General Mills, Minneapolis, Minn.; 
December 1945 to present, director of public 
relations, General Foods Corp., New York 
City. 


Mass.; | 


Active business 
tions during 
employment 


connec- 
period of 


| Republie Steel Corp., 
Cleveland, Ohio. 


Plastic Materials Manu- 
facturers Association, 
Ine., Washington, D. C. 


Tufts College, Medford, 
Mass., and Smithsonian 
Institution, Washington, 
D.C 


B. F. Goodrich Co., Akron, 
Ohio. 


Hiram Walker & Sons, 
Inc., Washington, D. C, 





The Detroit Edison Co., 
Detroit, Mich. 


General Foods Corp., New 
York City. 
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WOC’S AND GOVERNMENT ADVISORY GROUPS 


OFFICE OF DEFENSE 


List of all inactive employees who served on a WOO basis with the National 


Name 


Cheney, Roy A------- 


Cisler, Walker I 


‘lardy, Bruce a 


‘Jark, Walter T-- 


‘ay, Lucius D.-.-- 


Conway, Granville -. 


Corner, Malcolm D 


Correa, Rodolfo A._-..- 


Defense Mobilization from 1947, the year National Security 





Type of appoint- 
ment 


--| Consultant 


(WOC). 


Specialist on forg- 
ings (WOC). 


Special assistant 
to the director 
(woc). 


Consultant 
(WOC) (Direc- 
tor, Office of 
Transportation 
and Storage). 

Consultant 
(woc), 


BD ccstitnmi wenenis 


Starting and 
termination 
dates 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 

separation 


Statutory authority for 
employment 


. 24,1948- | National Security Act of |___- 


. 20, 1951 


. 21, 1949- 
. 20, 1951 


21, 1951- 
19, 1952 


Sept. 
Sept. 


21, 1950- 
2, 1952 


. 16, 1948- 
25, 1950 


26, 1950- 
. 20, 1951 


12, 1951- 
. 29,1951 


3, 1952- 
17, 1953 


1947, as amended, 


Nationa] Security Act of |.........___. 
1947 as amended. 


Sec. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 


E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


National Security Act of 
1947 as amended. 


E. O. 10182,%sec. 101 (a), 
dated Nov. 21, 1950. 


None paid 





Wwoc’s AND GOVERNMENT ADVISORY GROUPS 


MoBILizaTIon—Continued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 





Nature of services 
performed 


| Served as a consultant 
with the Textiles and 
Fiber Division and ad- 
vised on matters per- 
taining to the underwear 
industry. 
Served as a consultant 
with the Industria] Re- 
sources Division and 


Served as a consultant in 
the Office of Transporta- 
tion and Storage and 
served as the chairman of 
the task group on pipe- 
lines. 


Served as a specialist on 
heavy forgings, presses, 
and other heavy machine 
tools utilized in aircraft 
production activities. 


Served as a special assist- 
ant to the Director of the 
Office of Defense Mobili- 
zation. 

Served as Director of the 
Office of Transportation 
and Storage and then as 
a consultant to that 
Office. 


Served as a member of the 
Steel Task Force and ad- 
vised on all matters per- 
taining to steel. 


Served as a consultant in 


ee 

| 

| 

| advised on matters per- 
taining to power. 


the Office of the General | 
Counsel and advised on | 


legal matters. 





Education and experience 


LL. B. degree, Yale University, New Haven, 
Conn.; 1916, special assistant corporation 
counsel, city of Syracuse, N. Y.; 1916-17, 
teacher, Syracuse University Law School, 
Syracuse, N. Y.; 1919 to date, chief execu- 
tive, Associated’ Knit Underwear Manu- 
facturers of America, Utica, N. Y. 

M. E. degree, Cornell University, Ithaca, 
N. Y.; 1922-38, assistant chief engineer, elec- 
tric department, Public Service Electric & 
Gas Co., Newark, N. J.; 1938-41, 
Equipment Production Branch, War Pro- 
duction Board, Washington, D. C.; Septem- 
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Active business connec- 
tions during period of 
employment 


| Associated Knit Under- 
wear Manufacturers of 
America, Utica, N. Y. 


The Detroit Edison Co 
Detroit, Mich. 


Chief, | 


ber 1941 to present, president, the Detroit | 


Edison Co., Detroit, Mich.; 
a consultant to Department of Army, De- 
partment of State, Mutual Security Agency, 
Atomic Energy Commission. 

Attended the University of Texas, Austin, 
Tex.; 1929-36, manager, crude oi] depart- 
ment, Shell Petroleum Corp., Houston, 
Tex.; 1936-43, Ditoe Te, Herper, Heard & 
Clardy, Inc., las, Tex.; 1943-45, Petrole- 
um Administration for War, Washington, 
D. C.; 1945-46, broker, self-employed, Hous- 
ton, Tex.; 1946-48, president, Stanolind Pipe 
Line Co., Tulsa, Okla, 1948 to present, gen- 
eral manager, Standard Oil Co. (Indiana), 
Chicago, Il. 

July 1915-October 1919, Kelly Motortruck Co., 
Springfield, Ohio; October 1919-October 
1937, Bane Bros. Co., Springfield, Ohio; No- 
vember 1937-November 1940, industrial en- 
gineer, self-employed, Los Angeles, Calif.; 
January 1941-December 1947, U. S. Air 
Force (colonel); December 1947 to present, 
self-employed, consultant for various offices 
including U.S. Air Force, Herman Machine 
Co., Royal Vacuum Cleaner & Co. 

B.S. degree, U.S. Military Academy; 1915-49, 
U. 8. Army (General); 1949 to present, chair- 
man “of the board of directors, Continental 
Can Co., New York, N. Y. 

1916-21, American merchant marine service; 
1921-46, served continuously with U. 8. 
Shipping Board and its successor, Maritime 
Administration and War Shipping Admin- 
istration, as fleet manager, district director, 
Deputy Administrator, and Administrator; 
1946 to present, president, 
Shipping Co., Inc. 

Civil engineering degree, Dartmouth College; 


November 1944-September 1946, sales engi- | 


neer, Creamery Package Manufacturing Co., 
New York City; September 1946-January 


have served as | 


Standard Oil Co. 
ana), Chicago, II. 


(Indi- 


Intermittent consultant for 
1, 8. Air Forces and 
various private com- 
panies. 


| Continental Can Co., New 
York, N. Y 


Cosmopolitan Shipping 
Co., Ine. 


Cosmopolitan | 


American Bridge Co., 
Pittsburgh, Pa. 


1948, assistant to contracting manager, Amer- | 


ican Bridge Co., Baltimore, Md.; January 


1948-February 1949, assistant analyst, United | 


States Steel Corp. of Delaware, Pittsburgh, 


Pa.; February 1949 to present, manager, com- | 


mercial research, 
Pittsburgh, Pa. 


LL. B. degree, St. Johns School of Law; 1940- | 


42, member of the legal staff of the trustees, 
Associated Gas & Electric Corp.: 
1942-November 1942, special agent, FBI, 
Washington, D. C.; 1943-46, U. S. Marine 
Corps (ist lieutenant); 
ary 1951, Chief, Legislation and Clearance 
Section, Antitrust Division, Department of 
Justice, Washington, D. C.; January 1951- 
Oct. 17, 1952, General C ounsel, Office of De- 
fense Mobilization, Washington, D. C.; 
October 1952 to present, counsel to the patent 
licensing division, Radio Corporation of 
America, New York, N. Y. 


March | 


American Bridge Co., | 


Patent licensing division, 

Radio Corporation of 
America, New York, 
ea he 


January 1946-Janu- | 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


| 
Total ex- 


Statutory authority for rae omy 


employment 
ploy to date of 
separation 


Starting and 
termination 
dates 


Type of appoint- 


Name ment 


Cox, Charles R......--..| Co nsultant | Aug. 24,1951- | E. O. 10182, sec. 101 (a), | None paid 
| (WOC). Jan. 5,1953 dated Nov. 21, 1950. 


Cox, Oscar S June 9,1948- | National Security Act of 
| Apr. 13,1949 | 1947 as amended. 





Cullman, Alan A__.- lie *, 12, 1954- | E. O. 10182, sec. 101 (a), | None paid | 


7. 30,1954 | dated Nov. 21, 1950. 





14,1949- | National Security Act of 


| 
Custer, Charles M 
. 20,1951 1947 as amended. | 








Dalton, Harry L...--- Apr. 20, 1949- 
Apr. 20, 1951 


Dalzell, Richard W_.-.. a June 17,1951- | E. O. 10182, sec. 101 (a) |.....-..-..-.- 
Aug. 29, 1951 dated Nov. 21, 1950. 
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MoBILIzATION—Continued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


| 





| 


, ; | Active business connec- 
Education and experience tions during period of 
employment 


Nature of services 
performed 





Served as a consultant to | B. C. S. degree, New York University, New | Kennecott Copper Corp. 
the Director of Office of York City; 1920-30, manager Park Works, New York, N. Y. , 
Defense Mobilization. Crucible Steel Co., Pittsburgh, Pa.; 1930-34, 

superintendent, Babcock & Wilcox Tube | 

Co., Beaver Falls, Pa.; 1934-46, president, 

National Tube Co., Ellwood City, Pa.; 

1946-49, president, Carnegie Illinois Steel | 

Corp., Pittsburgh, Pa.; 1950 to present, 

president, Kennecott Copper Corp., New | 
| . York, N. ¥. 
| Served as a consultant | Studied engineering, Massachusetts Institute | Member of firm, Cox, 
with the Office of Gen- of Technology; Ph. D. and LL. B., Yale | Langford, Stoddard & 
eral Counseland advised | College and Law School; 1929-34, lawyer, Cutter, Washington, 
and consulted with Cadwalader, Wickersham & Taft, New D. C. 
members of the Legal York City; 1934-38, assistant corporation 
Advisory Committee. counsel in charge of taxes, New York City 

| government; 1938-41, assistant to General 

Counsel, Treasury Department, Washing- 

ton, D. C.; 1941-43, General Counsel, Lend- | 

Lease Administration and Office for Emer- 

gency Management, Washington, D. C.; 

1942-43, Assistant Solicitor General of U. 8. | 

Department of Justice, Washington, D. C.; | 

1943-45, General Counsel, Foreign Economic 

Administration, Washington, D. C.; Feb- 
| ruary 1945-October 1945, Deputy Adminis- 
trator, Foreign Economics Administration, 
| Washington, D. C.; 1945 to present, member 
| 
| 





of firm, Cox, Langford, Stoddard & Cutter, 
Washington, D. C. 

Served as a consultant | Attended New York University, 1923-25; | Columbia Gas System 
with the Cabinet Com- 1921-August 1927, consolidation clerk, Service Corp., New York 
mittee on Energy Sup- Henry R. Doherty & Co., New York City; City. 
plies and Resources Pol- | August 1927-February 1928, secretary- 
icy, and advised on/|_ treasurer, Decimo Club, Inc., Jersey City, 
matters pertaining tofoil N.J.; February 1928-March 1929, restaurant 
and gas. manager, Childs Co., New York City; 

March 1929-May 1930, supervisor of adjust- 

ments, Henry R. Doherty & Co., New York 

City; May 1930 to present, controller, Co- 

| lumbia Gas System Service Corp., New 

| York City. 

Served as a consultant in | Attended St. Joseph Junior College and Uni- | Southwestern Power Pool, 
the Energy and Utilities versity of Missouri; 1923-28, cadet and Little Rock, Ark, 

Office and advised on assistant engineer, Missouri Power & Light 

matters pertaining to! Co., Jefferson City, Mo.; 1928-33, assistant 

energy and utilities. engineer, Missouri State Public Service 

Commission, Jefferson City, Mo., 1933-41, 

assistant chief engineer, Department of 

Public Utilities, State of Arkansas, Little 

Rock, Ark.; 1941 to present, director and 

chief coordinating engineer, Southwestern 

Power Pool, Little Rock, Ark. 

Served as a consultant in| A. B. degree, Duke University, Durham, | American Viscose Oorp., 
the Textiles and Fibers N. C.; 1925 to present, director and vice Philadelphia and New 
Division and advised on president, American Viscose Corp., Phila- York. 
matters pertaining to delphia and New York. 

| synthetics. 
Served as a consultant | Attended University of Pennsylvania, nights, | Lukens Steel Co., Coates- 

with the Steel Task 1934-41; May 1934-May 1935, Philadelphia ville, Pa. 
Force and advised on Life Insurance Co., Philadelphia, Pa.; Sep- | 

matters pertaining to tember 1935-June 1943, accountant, the 

steel. | Atlantic Refrigeration Co., Philadelphia, 

| Pa.; June 1943-September 1944, accountant, | 

Peat, Marwick, Mitchell Co., Philadelphia, 

Pa.; September 1944-September 1946, mar- 

ket research, Stewart, Dougall Associates, 

New York City; September 1946 to present, 

market research, Lukens Steel Co., Coates- 

ville, Pa. 
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1586 woc’s 
OFFICE OF DEFENSE 


a WOC basis with the National 


List of all inactive employees who served on 
Defense Mobilization from 1947, the year National Security 


Total ex- 

nn : Starting <« . : 3eS i 
ype of appoint- “ arting and Statutory authority for | pena paid 
anenn’ termination employment | Jan. 1, 1953, 
dates . to date of 
separation 


| E. O. 10182, see. 101 (a), 


Delaney, Joseph F |} Consultant | June 2,1954- 
| (WOC). Sept. 1, 1954 dated Nov. 21, 1950. 


National Security Act of 
1947, as amended. 


14,1951- | E. O. 10182, see. 101 (a), 
29, 1951 dated Nov. 21, 1950. | 





Dreyer, Walter ohe es 14, 1949- | National Security Act of 
20, 1951 1947, as amended. 


I, SO a cic mae banniomane 


Deas; ROUGEG Fein hack A iewadantacces 
Dec. 7,1951 


Nationa] Security Act of | 


Oct. 1,1950- 
1947, as amended. 


Dyke, George E aad 
|} Apr. 20,1951 


None paid 


| Oct. 26, 1954- | E. O. 10182, sec. 101 (a), | 
dated Nov, 21, 1950. 


Earnest, Frank W., Jr_-. 
Nov. 30, 1054 
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MOoBILIzATION—Continued 


| 


Nature of services 
performed 


| Served as a consultant in 

| the Office of Stabiliza- 
tion and 
matters pertaining 
automotive parts. 


Served as a consultant in 
the Production 
and advised on matters 
pertaining to 

| equipment. 

| Served as a 

| with the Steel Task 

Force and advised on 

matters pertaining to 

steel. 


Served as a consultant 
with the Energy 
Utilities Office and ad- 
vised on matters 
taining to energy 
utilities. 


| 
} 
| 
| 
| 
| 
| 
| 
| 
| 
| 


and 


Served as a consultant in 

| the Energy and Utilities 

Office and advised on 

matters pertaining to 
solid fuels. 


Served as a consultant in 
the Materials Division 
and advised in the 
development of mobili- 


zation plans for pulp, | 


pa r, and paperboard 
ndustry. 


and | 


per- | 


advised on | 
to | 


Office | 
dairy | 


consultant | 





| Served as a consultant | 


with the task force com- 


mittee, Cabinet Com- | 


mittee on Energy Sup- 
plies and Resources 
policy. 


Education and experience 


December 1933-January 1936, Assistant 
Deputy Administrator, National Recovery 
Administration, Washington, D. C.; Janu- 
ary 1936-June 1940, Newark branch man- 
ager, Packard Motor Car Co. of New York, 
New York City; June 1940— November 1941, 
consultant, Barton Insurance 
Montclair, N. J.; November 1941-June 1943, 
General Counsel, Office of Price Adminis- 
tration, Washington, D. C.; June 1943 to 
present, director, government regulations 
crea Borg-Warner Corp., Chicago, 

1920 to present, manager, Dacro division, 
Crown Cork & Steel Co.; 1944-45, consult- 
ant, Containers Division, War Production 
Board, Washington, D. C. 


A. B. degree, Princeton University, Prince- 
ton, N. J.; M. B. A. degree, Harvard Busi- 
ness School; 1941-46, U. 8S. Air Corps 


(officer); September 1947-June 1948, teacher, | 
Wharton School of Business, University of | 
Pennsylvania; September 1948-August 1950, | 


economist, Lionel D. Edie & Co., New 
York City; April 1951 to present, manager, 
commercial research, Youngstown Sheet & 
Tube Co., Youngstown, Ohio. 


B. S. degree in civil engineering, University | 


of California, Berkeley, Calif.; 1910-11, 


clerical, Warren Bros. Co., 


Agency, | 


1587 


Active business 
tions during 
employment 


connec- 
period of 


Borg-Warner Corp., Chi- 
cago, Ill. 


Crown Cork & Steel Co., 
Baltimore, Md 
| 


| Youngstown Sheet & Tube 
Co., Youngstown, Ohio. 





Pacific Gas & Electric Co., 
San Francisco, Calif. 


Rodeo, Calif.; | 


1912-18, surveying and construction, Pacific | 


Gas & Electric Co., San Francisco, Cailif.; 
1918-19, U. S. 
civil engineer, Pacific Gas & Electric Co., 
San Francisco, Calif. 

Attended evening classes, Wharton School, 
University of Pennsylvania, 1929-33; June 


1926-August 1927, Philadelphia Gas Works | 
August 1927-Janu- | 


Co., Philadelphia, Pa.; 
ary 1929, Wheeling Corrugating Co., Phila- 
delphia, Pa.; January 1929-August 1934, 


Koppers Philadelphia Coke Co., Philadel- | 


phia, Pa.; August 1934-August 1938, Lehigh 
Navigation Coal Co., Philadelphia, Pa.; 
August 1938-August 1943, vice president, 
Cranberry Improvement Co., Philadelphia, 
Pa.; August 1943-December 1944, Chief, 
Anthracite Distribution Division, Solid 
Fuels Administration for War, Washing- 
ton, D. C.; January 1945 to present, vice 


president, Delaware, Lackawanna & West- | 


ern Coal Co., New York, N. Y. 


B. S. degree, Dartmouth College, Hanover, | 
resident, First National of | 
Merrick (N. Y.); January 1939 to present, | 


N. H.; 1923-25, 


president, Robert Gair Co., Inc., New York, 
N. Y.; 1930-33, broker, Russell, Miller & 
Carey; 1933-37, DeVoe, Dyke & Sperry. 


1917-19, U. 8. Army (ist lieutenant); 1919-23, 
assistant urchasing agent, 


Motors, illiamsport, Pa.; 1923-36, 


Air Force; 1919 to present, | 


Lycoming | 
vice | 


Delaware, Lackawanna & 
Western Coal Co., New 
York, N. Y. 





Robert Gair Co., 
NewYork, N. Y. 


Inc., 





Anthracite Institute, 
Wilkes-Barre, Pa. 


president, Spencer Heater Co., Williams- | 
rt, Pa.; 1936 to date, president, Anthracite 


nstitute, Wilkes-Barre, Pa. 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOO basis with the National 
Defense Mobilization from 1947, the year National Security 


Total ex- 
| penses paid | 
Jan. 1, 1953, | 
| todateof | 
separation 


1m : Starting and : : 
»ofs - : : Ste ory } 
Type of appoint termination tatutory authority for 


Name ment aades employment 


| 
j 
| 
} 


Emery, Charles L | Consultant | Oct. 5, 1950- | National Security Act of 
(woc). | Apr. 20,1951 | 1947, as amended. 


Estes, Bay E., Jr June 4,1951- | E. O. 10182, sec. 101 (a), | 
Jan. 10,1952 dated Nov. 21, 1950. 








Etcheverry, Bernard E do.............| June 11, 1951- 
Apr. 2, 1952 


Everest, David C Oct. 1,1950=- | National Security Act of 
Apr. 20,1951 1947, as amended. 





Falck, Edward 2 Nov. 16, 1950- 
Dec. 7, 1951 


Mar. 22, 1948- 
Nov. 13, 1949 


Aug. 21,1953- | E. O. 10182, sec. 101 (a), None paid 
Jan. 12, 1954 dated Nov. 21, 1950. 
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MOBILIZATION—Continued 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant in 


advised on matters per- 


| Served as a_ consultant 
with the Steel Survey 


matters 
steel. 


Served as a consultant 
with the Materials Office 
and advised on matters 
pertaining to the pulp, 


industry. 


consultant 
Energy 


Served as a 
with the 


vised on the mobilization 
planning activities of 
that Office. 

the Chairman of NSRB 


power. 


Office of the 


Defense and advised on 
matters 
medicine. 





the Materials Office and | 


taining to forest products. 


Group and advised on | 
pertaining to | 


paper, and paperboard | 


and | 
Utilities Office and ad- 


Served as a consultant to | 


on matters pertaining to | 





Served as consultant in the | 
Assistant | 
Director for Nonmilitary | 


pertaining to | 


Education and experience 


December 1917-December 1932, Wood-Mosaic 


Co., Louisville, Ky.; January 1934-Decem- | 


ber 1935; Sweigart & Emery, Philadelphia, 
Pa.; January 1936-October 1937, manufac- 
turer’s representative, and sold 
products as free lance on commission basis; 
October 1937-May 1941, salesman, Smith 
Wood Products, Inc., Portland, Oreg.; 


May 1941-December 1945, partner, Renn & | 
Emery Co., Jenkintown, Pa.; March 1945- | 
September 1945, head, Scheduling Unit, | 


Plywood and Veneer Section, War Produc- 
tion Board, Washington, D. C.; January 
1946-February 1947, Chief, Plywood and 


Veneer Section, Civilian Production Ad- | 


ministration, Washington, D. C.; March 
1947 to present, district sales manager, 
Simpson Logging Co., Seattle, Wash. 

A. B, degree, Harvard College, Cambridge, 
Mass.; M. B. A. degree, Harvard Graduate 
School of Business, Boston, Mass.; 1934-35, 


assistant dean and research assistant Har- | 


vard Graduate School of Business Admin- 
istration, Boston, Mass.; 1935-39, assistant 
in buying department, Goldman, Sachs & 
Co., New York City; 1939 to present, Com- 
mercial Research, United States Steel Co., 
Pittsburgh, Pa. 

B. A. degree, University of California, Berke- 
ley, Calif; M. B. A. degree, Harvard 
Graduate School of Business, Boston, Mass.; 
1933-37, research assistant, Federal Reserve 
Bank, New York, N. Y. and San Francisco, 
Calif.; 1938-40, research engineer, Tennessee 
Coal, Iron & Railroad Co., Birmingham, 
Ala.; 1940-43, research assistant, Farm 
Credit Administration, Berkeley, Calif.; 
March 1943 to present, director, general 
planning department, Kaiser Steel Corp., 
Oakland, Calif. 

January 1900-September 1902, Bryant Paper 
Co., Kalamazoo, Mich.; September 1902- 
November 1907, assistant manager, Munis- 
ing Paper Co., Munising, Mich.; November 
1907-March 1909, manager, Williams Gray 
Co., Chicago, Ill.; March 1909 to date, 
president and general manager, Marathon 
Corp., Rothschild, Wis. 
siberal arts degree, Columbia College, New 
York City: industrial engineering degree, 
Columbia School of Engineering, New York 


City; September 1933- February 1937, !)iree- 
tor, Division of Rates and Research, Ten- | 


nessee Valley Authority, Knoxville, Tenn.; 


March 1937- February 1943, special] assistant | 


to vice president, Consolidated Edison Co. 
of New York, New York City; July 1941 
September 1945, Director, Office of War 
Utilities, War Production Board, Washing- 
ton, D. C.; October 1945 to present, consult- 


ing engineer and owner, Edward Falck & | 


Co., Washington, D. C.: 1946, 
Office for Emergency Controls, 
Production Administration, 
D.C 


Director, 
Civilian 


B. 8. and M. D. degrees, Yale University, | 
New Haven, Conn.; July 1940-July 1949, | 


research director, physician in chief, Alfred 
I. du Pont Institute, Wilmington, Del.; 
Oct. 1, 1948, to present, chairman, medical 
department, Brookhaven National Labora- 
tory, Upton, N. Y. 


lumber | 








Washington, | 


Active business 
tions during 
employment 


connec- 
period of 


Simpson Logging Co., 


Seattle, Wash. 


United States Steel Co., 
Pittsburgh, Pa. 


Kaiser Steel Corp., Oak- 
land, Calif, 


Marathon Corp., Roths 


child, Wis. 


Edward Falck & Co. 
Washington, D. C, 


Brookhaven National Lab- 
oratory, Upton, N. Y 
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Wwoc’s AND 


GOVERNMENT ADVISORY 


List of all inactive employees who served on 
Defense Mobilization from 


| 


Fisher, John M.. 


Fitzgerald, William B... 


Fitzpatrick, Frank W --- 


Flanagan, Daniel V 


Forrester, Jesse W 


Fox, Abbott M 


Freeman, Ruth B 


French,” Herbert J 


Frey, August W 





Type of appoint- 
ment 


Adviser on 
duction plan- 
ning (WOC). 


Specialist on min- 
erals and metals 
(WOC). 


Adviser to Dep- 
uty Administra- 
tor (WOC). 


Labor adviser 
(WOC). 


Consultant 
(WwOCc). 


pro- | 


Jan. 





| Aug. 


| June 


| Apr. 


Starting and 
termination 
dates 


June 
Mar. 31, 1953 


Nov. 20, 1951- 
Apr. 20,1952 


16, 1952- 
Dee. 31, 1953 


Aug. 


7, 1951- 


Sept. 20, 1951 


1, 1950- 
. 20,1951 


18, 1949- 


June 30, 1951 


Jan. 10,1952 


June 30, 1951 


5, 1952- | 


4, 1951- | 


5, 1940~ | 


GROUPS 


OFFICE OF DEFENSE 


a WOC basis with the National 
1947, the year National Security 
| 

Total ex- 
penses paid | 
Jan. 1, 1953, | 
to date of | 

separation 


Statutory authority for 
employment 


See. 710 (b) of Defense (5) 
| Production Act of 1950 
and sec. 101 (a) of E. O. | 
10182, dated Nov. 21, 


1950. 


None paid 


National Security Act of 
1947, as amended. 


E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


National Security Act of 
1947, as amended. 


Information not available, Jan. 1, 1953-Feb. 3, 1953; none paid, Feb. 4, 1953-Mar. 31, 1953. 
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MOBILIZATION—C ontinued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Active 


and experience tions 


Nature of services ‘ 
7 aucatior 
performed E 1 ication 


Served as Adviser on Pro- | B. 8S. degree, Davis-Elkins College, 
duction Planning and W. Va.; December 1940-August 195 
worked out production struction engineer, E. I. du Pont, \ 
plans and expedited it- ton, De].; August 1950 to present, construc- 
tention given to applica- tion engineer, E. I. du Pont, Wilmington, 
tions for material or Del 
products for the use of 
the Atomic Energy 
Commission. 

Served as a consultant A. B. degree, University of Richmond, Rich- | American Zinc, Lead & 
with the Office of For- mond, Va.; M. A. degree, Yale University, Smelting Co., St. Louis, 
eign Coordination, and New Haven, Conn.; Ph. D. degree, Colum- Mo. 
1dvised on matters per- bia University; 1940-42, Americana Corp., 
taining to minerals and New York, N. Y.; 1942-44, economist, War 
metals Production Board, Washington, 1D). C 

1944-46, senior economist analyst, Depart- 
ment of State, Foreign Service; 1947 to pres- 
ent, economic adviser, American Zinc, Lead 
& Smelting Co., St. Louis, Mo 

Served as an adviser tothe | Attended Wharton School, University of 
Deputy Administrator Pennsylvania, Philadelphia, Pa., 1929-31 
for Program and Re- May 1936 February 1942, General Motors 
quirements on all phases Corp., New York, N. Y.; May 1942-June 
of Program and Require- 1943, Section Chief, War Production Board, 
ments activities Washington, 1). C.; June 1943 to present, 

coordinator, CMP regulations and proced 
ures, General Motors Corp., La Grang 

Served as a labor adviser 1928-34, Merchants Ice & Coal Storag , 

with the Office of the San Francisco, Calif., May 1934-May 1936, 
Administrator, DPA. secretary-treasurer, Warehousemen’s Union, 

Local 38-44 ILA, San Francisco, Calif.; 
May 1936-October 1939, policeman, city and 
county of San Francisco, San Francisco, 
Calif.; October 1939 to present, western 
director, American Federation of Labor, 
Washington, D.C. 

Served as a consultant in | Attended Holmes Busines: College, Portland, | Coos Bay Lumber Co., 
the Materials Office and Oreg., 1904-5; 908-18, engineering, Copper Coos Bay, Oreg 
advised on matters per- River & Northwestern RR., Cordova, 
taining to mobilization Alaska; 1918-25, contracting business; 1925- 
planning in the forest 28, superintendent and chief engineer, Lyon 
production area. Hill Co., and Port Angeles Western RR. | 

Co., Port Angeles, Wash.; 1928 to present, 
zeneral manager, Coos Bay Lumber Co., | 
Coos Bay, Oreg. 

----. Attended Kenyon College, Gambier, Ohio, | Abbott Fox Lumber Co., 
1921-22; attended University of Wisconsin, Iron Mountain, Mich. 
Madison, Wis., 1923-25; 1925-44, manage- | 
ment work, Von Platen Fox Co., Iron 
Mountain, Mich.; 1944 to present, manager, 

Abbott Fox Lumber Co., Iron Mountain, 
Mich. 

Served as a consultant in | B.S. degree, Columbia University, New York 
the Human Resources City; M. A. degree, New York University, 
Office and advised on New York City; 1927-35, public health 
matters pertaining to nurse, Henry Street Settlement, New York 
mobilization problems City; 1935-40, instructor in education, New 
in the national nursing York University, New York City; 1940-46, 
field. professor of public health, University of 

Minnesota, Minneapolis, Minn.; 1946 to 
present, administrator, Nursing Services, 
American National Red Cross, Washing- 
ton. D.C. 

Served as a consultant Degree in metallurgy, Columbia University: | International Nickel Co., 
with the Steel Task 1919-29, National Bureau of Standards, Bayonne, N. J. 
Force and advised on Washington, D. C.; 1929 to present, presi- 
matters pertaining to dent, International Nickel Co., Bayonne 
steel. N. J. 

Served as a consultan August 1920-29, chicf clerk, New Orleans Re- 
with the Office of Pro- fining Co., Ine., New Orleans, La.; 1929-34, 
gram and Requirements, assistant to vice president, marketing, Shell 
Industrial Resources Petroleum Co., New Orleans, La.; 1934-39, 

Division, and advised manager, shipping and supplies, Shell Oil 

on matters pertaining Co., St. Louis, Mo.; 1939 to date, vice presi- 

to oil and gas. dent and general traffic manager, National 
Oil Transport Corp., New York, N. Y. 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, | 

to date of | 

separation | 


Starting and 
termination 
dates 


Statutory authority for 
employment 


Type of appoint- 
ment 


Fuller, Samuel A_. Consultant June 11,1951-! E. O. 10182, see. 101 (a), 
(WOC). Aug. 29, 1951 dated Nov. 21, 1950. 


Galloway, Gordon W.L. Construction 28, 195 See. 710 (b) of Defense | 
analyst (WOC), 4, Production Act of 1950 
and see. 101 (a) of E. O. | 
10182, dated Nov. 21, 
1950. 


Gamble, Millard G Consultant 20,1950- National Security Act of 
(Woc). 20, 1951 1947 as amended. 


Gettell, Richard Glenn 7 , 194 E. O. 10182, sec. 191 (a), | 
dated Nov. 21, 1950. 


Gibbons, Willis A Executive secre- | Sent. 27, 1951- ; None paid 
tary, Science § July 31,195; 
Advisory Com- 
mittee (WOC). 


Gibson, Edwin T Deputy Adminis. | Apr. 18,1951- | See. 710 (b) of Defense |_- 
trator for Staff | Aug. 30, 1951 Production Act of 1950 | 
Service (WOC). and sec. 101 (a) of E. O. | 
10182, dated Nov. 21, 
1950. 


Gillmor, Reginald E Vice Chairman | Sept. 2,1948- | National Security Act of 
(woc). Sept. 15, 1948 1947 as amended. | 
Adviser on produe- | Jan. ,1952- | See. 710 (b) of Defense | None paid 
tion (WOC),. Jan. 15,1953 Production Act of 1950 | 
and sec. 101 (a) of E. O. | 
10182, dated Nov. 21, 
1950. 
Gilmour, William B.- Consultant)! June .1951- | E. O. 10182, see. 101 (a), 
(woc). Aug. 29,1951 dated Nov. 21, 1950 


} 


| 
Givens, Meredith B ‘ | June 30,1950—- | National Security Act of | 
| Dee. 5, 1950 1947 as amended. | 
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Security Resources Board, Defense Production Administration, and Office of 


i 


Nature of services 
performed 


Served as a_ consultant 
with the Steel Task 
Force and advised on 
matters pertaining to 
steel. 

Served as a construction 
analyst in the Office of 
Program and Require- 
ments and advised on 
matters pertaining to 
construction scheduling. 

Served as a consultant 
with the Office of Pro- 
gram and Requirements, 
Industrial Resources Di- 
vision, and advised on 
matters pertaining to oil 

| and gas. 

| Served as 


plies and Resources 
Policy, and advised on 
matters pertaining to gas 
and oil. 


Served as Executive Secre- 
tary of the Science Advi- 
sory Committee. 


| Served as Deputy Admin- 


| istrator for Staff Service, | 
Defense Production Ad- | 


ministration. 


| Served as Vice Chairman 


for the National Security 


Resources Board. 


Served as adviser to the | 
Administrator and other | 
top officials on produc- | 
tion matters of all types. | 


| Served as a 
with the 
Force and 
matters 
steel. 

Served as a 
with the Manpower Of- 


Steel Task 
advised on 
pertaining to 


fice and advised on vari- | 
ous aspects of manpower | 


mobilization planning. 


consultant | 
with the Cabinet Com- | 
mittee on Energy Sup- | 


consultant | 


consultant | 


Education and experience 


B. 8. degree, Dartmouth College, Hanover, 
N. H.; 1914 to present, manager, market 
research, Jones & Laughlin Steel Corp., 
Pittsburgh, Pa. 


August 1934 to present, assistant district man- 
ager, the Austin Co., Los Angeles, Calif. 


B. S. degree, U. S. Naval Academy, 
napolis, Md.; January 1920 to 
Marine Department, Standard 
(New Jersey), New York, N. Y. 


present, 
Oil Co. 


A. B. degree, Amherst College, 
Mass.; Ph. D. degree, University of Cali- 


fornia and Berkeley, Calif.; 1938-June 1941, | 


assistant professor of economics, Yale Uni- 
versity, New Haven, Conn.; June 1941- 
January 1943, Director, Miscellaneous 


Products, Office of Price Administration, | 


Washington, D. C.; January 1943-Septem- 
ber 1945, U. S. Air Force; December 1945- 
December 1953, chief economist, Time, Inc., 


New York, N. Y.; December 1953 to present, | 


Chief foreign economist, The Texas Co., 
New York, N. Y. 

B. A. and M. A. degrees, Wesleyan Univer- 
sity, Middleton, Conn.; Ph. D., Cornell 
University, Ithaca, N. Y.; 1917-19, U. S. 


Army; 1912 to present, associate director of 
research and development, United States 


Rubber Co., New York, N. Y. 
LL. B. degree, Cornell University; 1912-15, 


attorney, National Biscuit Co., New York | 
City; December 1915-May 1926, secretary, | 


American Sugar Refining Co., New York 
City, N. Y.; May 1926-May 1930, president, 
Brooklyn Cooperage Co., New York City, 
N. Y.; May 1930-December 1931, executive 
vice president, Empire Bond & Mortgage 


Corp., New York City, N. Y.; May 1982 | 
to present, executive vice president, General | 


Foods Corp., New York, N. Y. 
B. A. degree, U 
lis, Md.; August 1947-July 
Director, Department of State, 
Service; 1912 to present, vice 
Sperry Corp., New York, N. Y. 


M. B. A. degree, University of 
March 1935 to present, manager, 
cial research division, Inland 
Chicago, Il. 


Chicago; 
commer- 
Steel Co., 


A. B. degree, Drake University; Ph. D. 
degree, University of Wisconsin; 1927-28, 
special representative, U.S. Bureau of Labor 


Statistics; 1928, faculty, Bryn Mawr School | 


for Industrial Workers; 1928-30, Research 
Staff, National Bureau of Economic Re- 
search; 1929-36, secretary for industry and 
trade, Social Science Research Council, 
New York, N. Y.; 1930-32, lecturer in indus- 
try, Wharton School of Commerce and 
Finance, University of Pennsylvania, Phil- 
adelphia, Pa.; 1933-36, member, Central 
Statistical Board, Washington, D. C.; 
1933-36, Committee on Government Sta- 
tistics and Information Service, Washing- 
ton, D. C.; 1936 to present, director of re- 
search and statistics, division of placement 
and unemployment insurance, New York 
State Department of Labor. 


| Active 


| Jones & 


An- | 


Amherst, | 


. 8. Naval Academy, Annapo- 
1948, Industry | 
Foreign | 
president, | 


Resources Board was established, to July 15, 1955—Continued 


business 
tions during 
employment 


connec- 
period of 


Laughlin Steel 
Corp., Pittsburgh, Pa. 


The Austin Co., Los An- 
geles, Calif. 


Standard Oil Co. (New 
Jersey), New York, N. Y. 


The Texas Co., New York 


eo 


United States Rubber Co., 
New York, N. Y. 


General Foods Corp., New 
York, N. Y. 


Sperry Corp., New York, 
Ly 


Inland Steel Co., Chicago, 


New York State Depart- 
ment of Labor, division 
of placement and unem- 
ployment insurance, 
New York City. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


| 
| Totalex- | 
" Starting and . | penses paid 
Pyp he int semen tenticn ee for | Jan. 1, 1953, 
a dates a | to date of 
separation 


Name 


Glass, Frederick M >onsultant| Apr. 12,1948- | National Security Act of |_. 
(WOC). Mar. 15, 1950 1947, as amended, | 


Gonzalez, Richard J__...}...- soul i, 195 2. O. 10182, sec. 101 (a), None paid 
dated Nov. 21, 1950. 


Gorrie, Jack sdb } . 8,1949- | National Security Act of |...-.--..- 
17,1949 | 1947, as amended. 


Greene, Leroy D | Specialist on scrap 29, 1951- | See. 710 (b) of Defense Pro- 
(woc). . 31, 1953 duction Act of 1950 and 
sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950, | 


Griswold, Arthur S___. Consultant . 30,1948- | National Security Act of 
(WOC). . 20,1951 1947, as amended. 


Hack, William T___. tks : . 6,1950- 
23, 1951 





Haile, William M--...-..-. whtiebed 3, 1949- 
19, 1950 











woc’s 


AND GOVERNMENT 


ADVISORY 


MOBILIZATION—Continued 


GROUPS 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a _ consultant 
| with the Transportation 
Office and advised on 
matters pertaining to the 
security aspects of the 
various phases of trans- 
portation. 
| Served as a consultant 
with the Cabinet Com- 
mittee on Energy Sup- 
plies and Resources Pol- 
icy and advised on mat- 
ters pertaining to gas and 
oil. 


Served as a consultant to 
the Chairman, NSRB, 
and advised on matters 
pertaining to the mobili- 
zation program of 
NSRB. 


Served as a specialist on 
scrap programs with spe- 
cial emphasis on reclaim- 
ing obsolete material of 
all Government agencies. 


| Served as a_ consultant 
with the Office of Pro- 
gram and Requirements 
and advised on matters 
pertaining to power. 


| Served as a_ consultant 
with the Materials Office 
and advised on matters 
pertaining to chemicals. 


Served as a consultant 
with the General Indus- 
trial Equipment Divi- 
sion and advised on 


matters pertaining to a | 
survey of the resistance | 


welding, oxyacetylene, 
and electric arc welding 
industries. 


Education and experience 


Information not available 


Degree in 
Austin, 


economics, University 6f Texas, 
Tex.; 1932-June 1935, instructor, 


University of Texas, Austin, Tex.; Septem- | 


ber 1935-February 1936, assistant professor, 
University of New Mexico, Albuquerque, 
N. Mex.; February 1936-July 1936, project 
manager, resettlement administration, Chi- 
mayo, N. Mex.; September 1936-June 1937, 
assistant professor, University of Texas; 
July 1937 to present, director, treasurer, 
Humble Oil & Refining Co., Heuston, Tex. 
June 1924—April 1930, Associated Press, Seattle, 
Wash.; May 1930-June 1936, news reporter; 
the Everett News, Everett, Wash.; July 
1936-December 1936, assistant secretary, 
Mon C. Wallgren, United States Repre- 
sentative, Everett, Wash.; December 1936- 
January 1945, chief office deputy, collector 
of internal revenue, Tacoma, Wash.; Janu- 
ary 1945-January 1949, assistant to the Gov- 
ernor, State of Washington, Olympia, 


Wash.; Feb. 7, 1949-Apr. 7, 1949, consultant, | 


National Security Resources Board, Wash- 
ington, D. C. 

Information prior to 1941 not available; 1941 
45, assistant purchasing agent, Bethlehem 
Steel Corp.,- Bethlehem, Pa.; 1946-51, con- 


sultant, American Iron and Steel Institute, | 
New York City; October 1951, consultant, | 


Stee! Industry Scrap Mobilization Com- 
mittee, New York, N. Y. 


M. E. degree from Cornell University; April 


1942-July 1945, Chief, Turbine Section, War | 


Production Board, Washington, D. C.; 
August 1948 to present, consultant, 
nomic Cooperation Administration, Wash- 


ington, D. C.; August 1922 to present, assist- 


ant to the president, the Detroit Edison Co., 


Detroit, Mich. 


B. S. degree, Princeton University; attended 

School of | 
July | 
engineer, | 


Harvard University Graduate 
Business Administration, 1935-36; 
1936-November 1942, chemical 
Carbide & Carbon Chemical Corp., South 
Charleston, W. Va.; 
gust 1945, Production Manager, Rubber 
Reserve Company, Reconstruction Finance 
Corporation, Washington, D. C.; August 
1945-March 1946, Assistant Production 
Manager, Synthetic Rubber Section, Office 
of Rubber Reserve, Reconstruction Finance 
Corporation, Washington, D. C.; March 
1946 to present, special assistant to vice 
president, Ethyl Corp., New York, N. Y.; 
Oct. 11, 1948, to Mar. 5, 1950, 
Chemical Division, National Security Re- 
sources Board, Washington, D. C, 

B. S. degree, Tulane, University, New Or- 
leans, La.; June 1924—-August 1925, Herbert’s 
Pharmacy, New Orleans, La.; August. 1, 1925, 
to present, executive work, the Luide Air 


Products, Chicago, Ill., 1942-45, War Pro- | 


duction Board, Washington, D. C. 


The 


Eco- | 


November 1942-Au- | 


Director, | 


Active business 
tions during 
employment 


connec- 
period of 


Information not available 


Humbk Oil & Refining 
Co., Houston, Tex. 


None. 


Consultant, steel industry 
and scrap mobilization 
industry. 


Detroit Edison Co., 
Detroit, Mich. 


Ethyl Corp., New York, 
oe 


i 


| The Luide Air Products, 


Chicago, Tl. 
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List of all inactive employees who served on 


Name 


Halligan, Charles W 


Hamilton, James C 


Hanlon, Howard A 


Hardwicke, Robert E 


Harrison, George M-_ 


Hawley, Paul R- 


Haworth, Leland’J_- 


Henderson, Fred E 


Henlock, Joseph V 


Herndon, J. Kirby. -_.- 


| 





Type of appoint- 
ment 


Consultant} 


(WOC). 


Construction an- 
alyst (WOC). 


Consultant | 


(woc). 


Special Assistant 
to the Director 
(WOCc). 


Consultant 
(woc). 





Defense Mobilization from 


Starting and 
termination 
dates 


11, 1950- 
23, 1951 


28, 1951- 
4, 1952 


1, 1950- 
20, 1951 


20, 1954- 
19, 1954 


June 
Jan. 


8, 1951- 
18, 1954 


11, 1953- 
12, 1954 


16, 1948- 
28, 1948 


15, 1951- 
29, 1951 


1, 1950- 
. 20, 1951 


WOC’S AND GOVERNMENT ADVISORY GROUPS 


OFFICE OF DEFENSE 


a WOO basis with the National 
1947, the year National Security 


Total ex- 
| penses paid 
| Jan. 1, 1953, 
to date of 
separation 
| 


Statutory authority for 
employment 


National Security Act of |_- 
1947, as amended. | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Sec. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 


National Security Act of |___- 
1947 as amended. 


E. O. 10182, see. 101 (a), 
| dated Nov. 21, 1950. 


| 


None paid 


National Security Act of 
1947 as amended. 





E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


None paid 





National Security Act of 
1947, as amended. 


E. O. 10182, see. 101 (a), 
dated Nov. 21, 1950. 


National Security Act of 
| 1947, as amended, 
| 
| 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


| 
Served as a consultant with 
the Materials Office and 
advised on matters per- 
taining to chemicals and | 
rubber. | 


Served as a consultant with 
the Office of Program 
and requirements and 
advised on matters per- 
taining to bridge con- 
struction. 

Served as aconsultant with | 
the Materials Office, 
forest products area, and 
advised on developing | 
mobilization plans for 

| _ the lumber industry. 
Served as a consultant to 

the Cabinet Committee 

on Energy Supplies and 

Resources Policy and 

advised on matters per- | 

taining to gas and oil. 





| Served as a special assist- 
ant to the Director with 
the special assistants and 
program staff and ad- 
vised on matters per- 
taining to labor. 


| Served as a consultant with 
| the Office of Human Re- 
sources and advised on 
matters pertaining to 
public health as it relates 
to national security. 








Education and experience 


Attended Pace Institute, New York City, 
1911-13; 1911-15, accountant, Boss Manufac- 
turing Co., Brooklyn, N. Y.; 1915-20, 
accountant, International Paper Co., New 
York City, 1920-26, accountant, Newsprint 
Service Bureau, New York City; 1926 to 
present, accountant and executive, Rubber 
ere Association, New York 

ity. 

B. 8. degree, Pennsylvania State College; 
July 1, 1937, to present, assistant to vice 
ores, American Bridge Co., Pittsburgh, 

a. 


President, Cotton & Hanlon, Inc.; president, 
Inland Mill & Supply Co.; president, Ashe- 
poo River Lumber Co. 


LL. B degree, University of Texas, Austin, 
Tex.; 1918-29, law department, Gulf Oil 
Corp., Fort Worth, Tex.; 1929-33, 


wicke, Brelsford & Check, Fort Worth, 
Tex.; July 1943-January 1946, consultant, 
Petroleum Administration for War, Wash- 
ington; 1947-July 1952, senior partner, Hard- 
wicke & Hardwicke, Fort Worth, Tex.: 
July 1952 to present, senior partner, Hard- 
wicke, Haddaway & Pope, Fort Worth, 


ex. 
February 1911-Dec. 6, 1917, American Re- 
frigerator Transit Co., St. Louis, Mo., and 
Chicago, Ill.; December 1917-June 30, 1922, 


general chairman, Missouri Pacific RR. 
System board, St. Louis, Mo.: 1922 to 
present, president, Brotherhood of Railway 
Clerks, Cincinnati, Ohio. 

A. B. degree, Indiana University, Blooming- 
ton, Ind.; M. D. degree, University of Cin- 
cinnati, Cincinnati, Ohio; D. P. H. degree, 
Johns Hopkins University; October 1916- 
September 1945, U.S. Army (major general); 
September 1945-December 1947, Chief Medi- 


Active 


Cotton & Hanlon, 


self- | 
employed; 1933-43, senior partner, Hard- | 


business 
tions during 
employment 


connec- 
period of 


Rubber Manufacturers 


Association, New York, 


iN. 


American Bridge Co., 


Pittsburgh, Pa. 


Inc.; 
Inland Mill & Supply 
Co.; Ashepoo River 
Lumber Co. 


Hardwicke, Haddaway & 


Pope, attorneys, Fort 


Worth, Tex. 


Brotherhood of Railway 


Clerks, Cincinnati, Ohio. 


cal Director, U. S. Veterans’ Administra- 

| tion, Washington, D. C. 
A. B. and M. A. degree in physics, Indiana 
University, Bloomington, Ind.; Ph. D. in oratory, Associated Uni- 
physics, University of Wisconsin, Madison, versities, Inc., Upton, 
Wis.; 1937-February 1946, labor fellow in es Ss 
physical chemistry and division head, 
Massachusetts Institute of Technology, 
Cambridge, Mass.; August 1938-August 
1947, professor of physics, University of Illi- 
nois, Urbana, Ill.; August 1947 to date, 
director of Brookhaven National Labora- 
tory, Associated Universities, Inc., Upton, 
a 2 

B. S. degree in electrical engineering, Kansas 
State College, Manhattan, Kans.; 1924 to 
present, engineer and executive, Western 
Electric Co., New York, N. Y. 


Served as a _ consultant Brookhaven National Lab- 
with the Assistant Direc- 
tor for Nonmilitary De- 
fense and advised on 
matters pertaining to 
that office. 


Western Electric Co., New 
York, N. Y. 


Served as a consultant 
with the National Secur- 
ity Resources Board and | 
advised on matters per- | 
taining to production. 

Served as a consultant 
with the Steel Task 
Force and advised on 
matters pertaining to 
steel. | 

Served as a consultant | Jan. 1, 1925, to present, assistant to vice presi- 
with the Materials Office | dent and general sales manager, Kirby Lum- 
and advised on matters ber Corp., Houston, Tex. 
pertaining to mobiliza- 
tion planning in the for- | 
est products area. | 


United States Steel Co., 


Degree in business administration, George- 
Pittsburgh, Pa. 


town University, 1925-29; June 1929 to 
present, statistician, United States Steel 
Co., Pittsburgh, Pa. 


Kirby Lumber Corp., 
Houston, Tex. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 
separation 


Starting and 
termination 
dates 


Type of appoint- 
ment 


Statutory authority for 
employment 


Herty, Charles H.,, Jr Consultant | June 13,1951-| E. O. 10182, sec. 101 (a), 
(woc) Jan. 10, 1952 dated Nov. 21, 1950. 


Hess, Herbert J Construction ana- | Nov. 28,1951- | See. 710 (b) of Defense 
lyst (WOC),. Apr. 4,1952 | Production Act of 1950 
and sec. 101 (a) of E. O. | 
10182, dated Nov. 21, | 
1950. 


Hidalga, Edward Consultant] Mar, 22, 1948- National Security Act of | 
| (WOC). May 13,1949 | 1947, as amended. | 


Hill, Albert G Aug. 21,1953- | E. O. 10182, sec. 101 (a), | None paid 


Jan. 12,1954 dated Nov, 21, 1950. 


Hillmer, Max L .--d0..........-..| Sept. 14,1951- | See. 710 (b) of Defense 
Mar. 12,1952 | Production Act of 1950 
and sec. 101 (a) of E, O. 
10182, dated Nov. 21, 
1950. 


Hitchings, George P_..- Jan. 1,1952-| E. O. 10182, sec. 101 (a), None paid 
I 
Jan. 5,1953 dated Nov. 21, 1950. 











Hodgins, Eric Expert (WOC) Mar. 11, 1952- | National Security Act 
June 24, 1952 1947, as amended. 





Hoar, Philip A-.......- Consultant] Apr. 30,1952- | E. O. 10182, sec. 101 (a), 
(woe). June 3, 1952 dated Nov. 21, 1950. 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of 


ervices 


Served as a consultant 
with the Steel Task 
Foree and advised on 
matters pertaining to 
steel 


Served as a construction 
analyst with the Office 
of Program and Require- 
ments and advised on 
matters pertaining to 
construction. 

Served as a _ consultant 
with the Office of Eco- 
nomic Management and 
advised on matters per- 
taining to foreign eco- 
nomics. 


Served as a consultant 
with the Office of the 
Assistant Director for 
Nonmilitary Defense 
and advised on matters 
pertaining to that Office. 


Served as consultant 
with the Office of Pro- 
duction and advised on 
matters pertaining to 
machine-tool production. 


Served as a consultant to 
the Office of Assistant to 
Director for Programs 
and advised on indus- 
trial expansion programs 
and the phasing of mili- 
tary end items 


Served as an expert to 
furnish assistance in the 
preparation of and edit 
ing of the President’s 
Materials Policy Com- 
mission report 


Served as acting chairman 
of the ODM. Transpor- 
tation and Storage Com- 
mittee. 


Degree in chemistry, University of North 
Carolina; degree in chemical engineering, 
Massachusetts Institute of Technology; 
June 1924 May 1926, research associate, 
Massachusetts Institute of Technology, 
Cambridge, Mass.; May 1926-31, physical 
chemist, U. 8. Bureau of Mines, Pittsburgh, 
Pa.; 1931-34, director of research, Metals 
Advisory Board, Pittsburgh, Pa.; Septem- 
ber 1934 to date, assistant to vice president, 
Bethlehem Steel Co., Bethlehem, Pa. 

B.S. degree, Carnegie Institute of Technology; 
1932 to present, contracting engineer, Bethle- 
hem Steel Co., Bethlehem, Pa. 


B. A. degree, Holy Cross College; LL. B. 
degree, Columbia Law College; September 
1937-June 1942, associate, Cahill, Gordon, 
Zachry & Reindel Law Firm, New York, 
N. Y.; June 1942-June 1943, legal adviser, 
U. S. State Department, Foreign Service; 
June 1942-February 1946, U. S. Navy (lieu- 
tenant April 1946 to present, partner, 
Curtis, Mailet-Prevost, Colt & Mosle, New 
York and Mexico City. 

B.S., M. E.,and M.S. (physics), Washington, 
St. Louis, Mo.; Ph. D. degree, University 
of Rochester, Rochester, N. Y.; 1930-32, 
engineering, Bell Telephone Laboratory; 
1934-37, fellowship in physics, University 
of Rochester; 1937 to present, director, 
Lincoln Laboratory, Massachusetts Insti- 
tute of Technology, Cambridge, Mass. 
August 1915-August 1938, Guide Lamp Sagi- 
naw Steering and Frigidaire, division of 
General Motors: Aug. 1, 1938-September 
1944, factory manager, Nash-Kelvinator 
Corp., Detroit, Mich.; October 1944, to 
present, supervisor of expensive materials, 
electromotive division, General Motors 
Corp., La Grange, Il 

B. A. degree, University of Maine; Novem- 
ber 1937-September 1939, Economic Assist- 
ant, Board of Governors of -deral 
Reserve Sy Washington, D. C.; Sep- 
tember 1939-January 1947, economist, Fed- 
eral Reserve Bank of New York, New 
York, N. Y.; January 1947 to present, man- 
ager, economic analysis department, Ford 
Motor Co., Dearborn, Mich. 

3. B. degree, from Massachusetts Institute of 
Technology, Cambridge, Mass.; 1922-26, 
editor, Alumni Association of Massachu- 

Institute of Technology, Cambridge, 

Mass.; 1926-29, editor, the Atlantic Monthly 

Co., Boston, Mass.; 1929-33, the McCall 

Co., New York, N. Y.; 1934 

editor and 


Time, 
York City 
jue University 


iwineering degree, Purd i 
January 


the 


stem 


setts 


Inc 


executive, 


42, Pennsylvania RR.; 
1942, Director, Mater 
Division, Office of De 

Washington, D. C.; February 
her 
ciation of A 
ton, D. C.; 
president, 


Chicago, 


1945, assistant to ice 1 S 
R silre Mi 
ovember 1945 to present 
American Car & Foundry 
Ill.; September 1950-Ay 
Special Assistant to Administrat 
Defense Transportatior Adr 
Washington, D. C 


rican 


Bethlehem Steel Co., 
lehem, Pa 


Beth- 


Curtis, Mallet-Prevost, 
Colt & Mosle, New York 
City and Mexico City 


Lincoln Lat » Mas- 
sachusetts Institute of 
Technology, Cambridge, 
Mass. 


ratory 


Electromotive division, 
General Motors Corp., 
La Grange, Il 


Ford 
born, 


Motor Cow Dear- 


Mich. 


Time, Ine, New York, 


N. ¥ 


American Car & Foundry 
Co., Chicago tl. 
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List of all inactive employees who served on 
Defense Mobilization from 


Type of appoint- 


Name ment 


Hoppock, David W Adviser (WOC).. 


Howse, Alfred E Assistant to the 
Director 


(WOC). 


Consultant 
(WOC). 


Hoyt, Elton, 2d 


Hubbard, Malcolm M-.|-_... 


Hughes, Edward § 


Buribat, W. N.c0s...- 


Ingham, Charles W -.--- 





Irwin, David D Assistant to the 
Director 


(WOC). 


| Jan, 





Starting and 
termination 
dates 


Sept. 17, 1951- 
Sept. 19, 1952 


July 15,1951 


13, 1951- 
10, 1952 


July 
Jan. 


Aug. 21, 1953- 
Jan. 12,1954 


June 11, 1951- 
Aug. 29, 1951 


May 22, 1950- 
Apr. 20, 1951 


Oct. 1, 1950- 
Apr. 20, 1951 


May 
Jan. 


18, 1951- 
5, 1953 


9, 1951- | 


GOVERNMENT ADVISORY GROUPS 


OFFICE OF DEFENSE 


a WOC basis with the National 
1947, the year National Security 
Total ex- 
penses paid | 
Jan. 1, 1953, | 
to date of 
separation | 


Statutory authority for 
employment 


Sec. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 


E. O. 10182, sec. 101 (a), |. 
dated Nov. 21, 1950. 


None paid 


National¥Security Act of | 
1947/as"amended. 


E. O. 10182, sec. 101 (a), | 
dated Nov. 21, 1950. 


None paid 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Active business connec- 
Education and experience tions during period of 
employment 


Nature of services 
performed 


Served as adviser to the | B.S. degree, Lehigh, Bethlehem, Pa., August 
Administrator of De- 1936-April 1937, student engineer, General 
fense Production Ad- Electric Co., Schenectady, N. Y.; April 
minstration. 1937-December 1940, assistant to executive 

vice president, National Association of 
Manufacturers, New York, N. Y.; Decem- 
ber 1940-February 1946, U. S. Army (lieu- 
tenant to lieutenant colonel); November 
1945 to present, New York district sales 
manager, Carrier Corp., Syracuse, N. Y. 

Assisted the Director on | Attended University of Chicago; 1929 to | Johnston & Larimer, Inc., 
the overall stabilization present, vice president, Johnston & Lari- Wichita, Kans.; the 
problems of the defense mer, Inc., Wichita, Kans.; 1932 to present, Howse Co., Inc., Wichita, 
mobilization effort. chairman of board, the Howse Co., Inc., Kans.; the Forrest Hills 

Wichita, Kans.; 1936 to present, president, Co., Wichita, Kans. 
the Forrest Hills Co., Wichita, Kans.; Feb- 

ruary 1942-February 1945, U. S. Army 

(colonel); January 1945-September 1945, 

Administrator, Office of War Mobilization 

and Reconversion, Washington, D. C. 


Served as a consultant | Graduate of Yale University, New Haven, | Pickands Mather & Co., 
with the Steel Task | Conn.; January 1911 to date, senior partner, Cleveland, Ohio. 
Force and advised on Pickands Mather & Co., Cleveland, Ohio. 
matters pertaining to | 
steel. 

Served as a consultant | B. 8. degree, electrical engineering, Massa- | Lincoln Laboratory, Mas, 
with the Assistant Di- | chusetts Institute of Technology, Cam-j|  sachusetts Institute of 
rector for Nonmilitary bridge, Mass.; assistant director, Lincoln | Technology, Cambridge, 
Defense and advised on Laboratory, Massachusetts Institute of Mass. 
matters pertaining to Technology, Cambridge, Mass. | 
that office. | 

Served as a consultant | Degree in business administration, Harvard | United States Steel Co., 
with the Steel Task Business School, 1943; June 1943-June 1945, Pittsburgh, Pa. 

Force and advised on trainee, American Bosch Corp., Springfield, | 

matters pertaining to Mass.; August 1945 to present, manager, 

steel. | eommercial performance section, United 
States Steel Co., Pittsburgh, Pa. | 

Served as a consultant | Studied civil engineering at Cornell Univer- | International Paper Co., 
with the Materials Office sity, Ithaca, N. Y., 1908-10; 1912-19, Spanish | New York, N. Y. 
and advised on matters River Pulp & Paper Mills, Ltd., and G. H, | 
pertaining to forest prod- Meade Co., Canada and Ohio; 1919-27, 
ucts. | assistant to the president, the G. H. Mead | 

Co., Dayton, Ohio: 1927-28, president, 
Canadian Newsprint Co., New York, N. Y.; 
June 1928 to date, vice president, Inter- 
national Paper Co., New York, N. Y. 

Served as a consultant in | Attended Oklahoma University, Norman, | Fischer Lumber Co., 
the Materials Office and Okla.; 1924-30, local manager, Hutchison- Marcola, Oreg 
advised on developing Moore Lumber Co., Eutaw, Ala.; 1931-45, 
mobilization plans for | owner-partner, Ingham Lumber Co., Glen- 
the lumber industry. dale, Oreg.;: Jan. 1, 1946 to present, vice 

president, Fischer Lumber Co., Marcola, 
Oreg. 

Served as an Assistant to | Degree in mining engineering from Yale Uni- | The Pure Oil Co., Chicago, 
the Director for Mate- versity, New Haven, Conn.; May 1915- Il. 
rials and advised on all | October 1917, mine foreman, Phelps Dodge 
matters pertaining tothe | Corp., New York, N. Y.; October 1917- 
materials area. October 1918, general superintendent, Ken- 

necott Copper Corp., New York, N. Y.; 
December 1918-June 1928, assistant to 
general manager, Phelps Dodge Corp., New 
York, N. Y.; October 1928-April 1933, 
general manager and director, Roan Ante- 
lope Copper Mines, London, England; 
October 1933 to present, retired vice presi- 
= and adviser, the Pure Oil Co., Chicago, 


67271—56—at. 3-27 





1602 


woc’s 


AND 


GOVERNMENT ADVISORY GROUPS 


OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 


Jameson, Minor &., 


Johnson, Walter S 


Johnson, Warren C_. 


Jones, Chandler W 


Jordon, Harry E 


Juraschek, Francis 


Jurenev, Serge G 


Defense Mobilization from 1947, 


Star 


Type 
Pype tert 


of appoint- 


Consultant 
(WOC) 


Director, Program | Feb. 
Requirements 


Division(WOC) 


Consultant 
(WOC). 


June 
May 


Tron and Steel Re- 
quirements Of- 
fice. 


Consultant 
(WOC). 


June 23, 1951 


the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 
separation 


rting and 
nination 
dates 


Statutory authority for 
employment 


, 1954- | E. O. 10182, sec. 101 (a), 


None paid 
, 1954 dated Nov. 21, 1950. 


} 
| 


Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated 
1950. 


18, 1951- | Sec. 710 (b) of Defense 
| 
| 


Nov. 21, | 
| 


, 1950- | 
, 1951 | 
| 


National Security 
1947 as amended. 


Act of 


| 


O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


2,1951- | E. 
, 1953 | 


None paid 


5, 1948 
, 1951 


National Security Act of 
1947 as amended. 


| 
, 1950- 
23,1951 | 


See. 710 (b) of Defense | 
Production Act of 1950 
and sec. 101 (a) of E. O. | 
10182, dated Nov. 21, 
1950. 

E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950 


, 1951- 
, 1952 | 
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MOoBILIizATIon—Continued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of ser 


; 
f iucatio 
performe 


Served as a consultant | Graduate of Massachusetts Institute of Tech- | Independent Petroleum 
with the Cabinet Com- nology, Cambridge, Mass., 1930-34; January Association of America, 
mittee on Energy Sup- 1935-November 1937, Federal Trade Com- | Washington, D. C. 
plies and Resources | mission, Washington, D. C.; November | 
Policy and advised on 1942-October 1945, U. S. Army (captain); | 
matters pertaining to oil November 1937 to date, assistant to presi- 
and gas. | dent, Independent Petroleum Association 

of America, Washington, D. C. 

Served as Director of the | B. A. degree, Clark University, Worcester, | Western Electric Co., New 
Program Requirements Mass.; M. B. A. degree, New York Uni- York, N. Y. 

Division of DPA. versity, New York, N. Y.; July 1942-No- 

vember 1945, Director, Military Division, 
War Production Board, Washington, D. C.; 
November 1945-October 1946, Director, 
Office of Economic Review and Analysis, 
Civilian Production Administration, Wash- 
ington, D. C.; October 1946-February 1947, 
statistician, American Telephone & Tele- 
graph Co., New York, N. Y.; February 
1947-August 1947, Deputy Expediter, Office 
of the Housing Expediter, Washington, 
D. C.; August 1947-February 1948, statis- 
tician, American Telephone & Telegraph 
Co., New York, N. Y.; February 1948-May 
1950, chief statistician, New Jersey Bell Tel- 
ephone Co., Newark, N. J.; May 1950 to 
present, assistant chief economist, Western 
Electric Co., New York, N. Y. 

Served as a _ consultant aw degree, University of California; 1914-21, | American Box Cory 
with the Materials Office practiced law; 1922-28, lumber business; Francisco, Calif 
and advised on develop- 1928 to present, president, American Box 
ing mobilization plans Corp., San Francisco, Calif.; also president 
for the lumber industry. of Faster, Webster & Johnson, Inc., Asso- 

ciated Lumber & Box Co., Mount Whitney 
Lumber Co., Blagen Lumber Co., Calaveras 
Forest Products Corp., General Box Dis- 
tributors, Trinity Alps Lumber Co., Friden 
Calculating Machine Co., Ine. 

Served as a consultant | B.S. degree, Kalamazoo College; M.S. degree, | University of Chicago, 
with the Committee on Clark University; Ph. D. degree, Brown Chicago, Ul. 
Specialized Personnel. University, Providence, R. I.; June 1925- 

June 1927, research instructor, Brown Uni- 
versity, Providence, R. I.; September 1943- 
December 1945, director of chemistry divi- 
sion, Clinton Laboratories, Oak Ridge, 
Tenn.; June 1927 to prese professor of 
chemistry, University of Chicago, Chicago, 
Tl. 

Served as a consultant B.S. degree, Worcester Polytechnic Institute, | New England  Electrie 
with the Industrial Re- Worcester, Mass.; 1926-27, testrman, General System, Boston, Mass. 
sources Division and ad- Electric Co., Schenectady, N. Y.; 1927-45, 
vised on matters per- engineer, New England Power Service Co., 
taining to power. Boston, Mass.; 1945 to present, New Eng- 

land Electric System, Boston, Mass. 

Served as a consultant | Degree in science, Franklin College; Novem- | American Water Works 
with the Construction ber 1903—November 1936, chemical engineer, Association, New York, 
and Resources Require- Indianapolis Water Co., Indianapolis, Ind.; i i & 
ments Division and ad- Dec. 1, 1936 to present, secretary, American 
vised on matters per- Water Works Association, New York, N. Y 
taining to water. 

Information not available Information not available Inforn 


Served as a consultant Graduate of University of Prague, 

with the Cabinet Com- vakia, and Dartrnouth College, Hanover, 

mittee on Energy Sup- N. H.; June 1925-June 1941, economist and 

plies and Resources Pol- statistician, J. P. Morgan & Co. Inc., New 

icy and advised on mat- York, N. Y.; June 1941-February 1942, 

ters pertaining to oil Chief of Economic Section, Department of 

and gas. Justice, Washington, D. C.; February 1942 
to present, assistant to chairman of the 
board, Continental Oil Co., New York, 
N.Y 


. } 
ue, Czechoslo- 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


| 
Total ex- 
| penses paid 
| Jan. 1, 1953, 
to date of 
separation 


Starting and 
termination 
dates 


Statutory authority for 
employment 


Type of appoint- 
ment 


Kanzler, Ernest Consultant | Nov. 18,1948 National Security Act of et 
(WOC). | Apr. 20, 1951 1947 as amended. 





Keating, Ralph May 4, 1950- 
Apr. 20,1951 


Kellers, Charles F June 16, 1949- 
July 25, 1950 


om 


Kendall, Harry 7 Oct. 1, 1950- 
Apr. 20, 1951 


| 
| 
| 
} 
| 
| 


Kimberly, John R_.. /_ Oct. 1, 1950- 
Apr. 20,1951 


King, Clark W aidaae Aug. 1,1951- | E. O. 10182, sec. 101 (a), |. 
Dec. 29, 1951 dated Nov. 21, 1950. | 
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MOBILIZATION—Continued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Active business 
tions during 
employment 


connec 


Nature of services weried ef 


performed Education and experience 


Served as a consultant | A. B. degree, University of Michigan, Ann | C. I. T. Finaneial Corp., 


| Served as a 


Served as a 


Served as a 


with the Office of Pro- 
duction and advised on 
matters of broad policy 
affecting the automotive 
industry. 


consultant 
with the Industrial Re- 
sources Division and ad- 
vised om matters per- 
taining to transporta- 
tion. 


consultant 
with the Transportation 
Office and advised on 
matters pertaining to 
transportation and stor- 


age. 


consultant 
in the Materials Office 
and advised on matters 
pertaining to mobiliza- 
tion planning in the 
forest products area, 


Served as a consultant in 


the Materials Office and 
advised on matters per- 
taining to mobilization 
plans for pulp, paper, 
and paperboard indus- 
try. 


Served as a consultant with 


the Steel Survey Task 
Force and advised on the 
steel supply require- 
ments situation. 


Mich.; LL. B. degree, Harvard 
University, Cambridge, Mass.; 1920-26, 
production manager and vice president, 
Ford Motor Co., Dearborn, Mich.; 1927-28, 
executive vice president, Guardian Detroit 
Bank, Detroit, Mich.; 1928-46, president, 
Universal Credit Corp., Detroit, Mich.: 
1932-33, chairman of board, Guardian De- 
troit Union Group, Detroit, Mich.; since 
1944, chairman of board, Universal C. I. T. 
Credit Corp., Detroit, Mich.; January 
1942-1944, War Production Board, Wash- 
ington, D. C.; present, director, C. I. T. 
Financial Corp., Bendix Aviation Corp., 
Dearborn Motors Corp 

B. A. degree, Mount St. Mary’s 
Emmitsburg, Md.; B. L. degree, Columbia 
University, New York, N. Y.; 1916-17, New 
York Tribune, New York, N. Y.; 1917-18, 
shipping control committee, New York, 

.. Y.; 1919 to present, United Fruit Co. or 
Subsidiary Refrigerated Steamship Line, 
New York, N. Y 

A. B. degree, Williams College, Williams- 
town, Mass.; B. S. and M. S. degrees in 
electrical engineering, Union College, Sche- 
nectady, N. Y.; 1925-29, student engineer, 
General Electric Co., Schenectady, N. Y.; 
March 1926-September 1929, electrical engi- 
neer, Commonwealth Power Corp., Steve 
& Wood, Allied Power & Light Co., Com- 
monwealth & Southern Co.; October 1929 
to present, executive, James McWilliams 
Blue Line, Inc., New York, N. Y. 

1902-07, Banner Lumber Co., St Louis, Mo.; 
1908-13, lumber salesman, W. R. Pickering 
Lumber Co., Kansas City, Mo.; 1913-26, 
general sales manager, Kirby Lumber Co., 
Houston, Tex.; 1926-32, sales manager, Cen- 
tral Coal & Coke, Kansas City, Mo.; 1932 
to present, vice president and general mar 
ager, Weyerhaeuser Sales Co., St. Paul, 
Minn. 

Attended 


Arbor, 


College, 


Massachusetts Institute of Tech- 
nol , Cambridge, Mass.; 1926 to present, 
president, Kimberly-Clark Corp., Neenah, 
Wis., also vice president and director, Inter- 
national Cellu-Cotton Products Co.; direc- 
tor: Wisconsin Telephone Co., Spalding & 
Co., Valley Iron Works, First National 
Bank (Neenah, Wis William Bonifas 
Lumber C North Star Timber Co., 
Munising Paper Co., Georgia Pacific Ply- 
wood Co., Coosa River Newsprint Co.; ex- 
ecutive vice president and director, Kim- 
berly-Clark Corporation of Canada; presi 
dent and director, Berkeley Mills, Inc 


Studied at New York University and Colum- 
bia University, New York City; September 
1925-September 1928, A. S. Mortgage & 
Trust Co., New York City; September 1928 
July 1935, American Steel & Wire Co., New 
York City; July 1935-August 1945, Bethle- 
hem Steel Co., Bethlehem, Pa.: 1941-45, 
Special Assistant to Director of Steel Divi- 
sion, War Production Board, Washington, 
D. C.; August 1945 to present, executive vice 
president, Allegheny Ludlum Steel Corp., 
Pittsburgh, Pa. 


umes McWilliams 


Weyerhaeuser 


Kimberly-Clark 


Allegheny 


Bendix Aviation Corp., 
Dearborn Motors Corp 


United Fruit Co., or Sub 


Refrigerated 
Lines, New 


sidiary 
Steamship 


York, N. ¥ 


Blue 


Line, Ine., New York, 


N.Y 


Sales Co.. 


St. Paul, Minn. 


Corp., 
Neenan, Wis.; Interna- 
tional Cellu-Cotton 
Products Co.; Wisconsin 
Telephone Co.; Spal ling 
& Co.; Valle Iron 
Works; First National 
Bank, Neenah, Wis 

William Bonifas Lumber 
Co.; North Star Timber 
Co.; Munising Paper Co 
Georgia Pacific Plywood 
Co.; Coosa River News- 
print Co.; Kimberly- 
Clark Corporation of 
Canada; Berkeley Mills, 
Inc 

Ludlum Steel 
Corp., Pittsburgh, Pa 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 





Total ex- 
Statutory authority for pare _ 
employment to date of 


separation 


Starting and 
termination 
dates 


Type of appoint- 
ment 


Kirchner, John B-.. Consultant |) Mar. 21,1951 Sec. 719 (b) of Defense 
(WOC) July 6,195] Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 
Kirkpatrick, William A 1 June 11,1951 E. O. 10182, sec. 101 (a), 
Aug. 29, 1951 dated Nov. 21, 1950. 


Kuper, J. B. Horner oF 7 Aug. 7,1953- i ' None paid 
Jan, 12,1954 


Lamb, Franklin__-_--.-- Assistant to the | Sept. 4,1951- 
Director Oct. 24,1951 
(woc 


Lamb, George A.....---| Consultant | Sept. 22, 1954- elie euibe $955. 42 
(WOC). Jan. 3, 1955 


Larson, Lawrence K...-_|_-- -..----| Oct. 1,1950- | National Security Act of 
Apr. 20, 1951 1947, as amended. 


Leith, Charles K do... wee ee 
Nov. 23, 1951 
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MOBILIZATION—Continued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 


, ~due nd peric 
nerfo med Education and experi 


Served as a consultant with | Information not available. _- i nformation not 
the Reports and Analysis 
Division and advised on 
matters pertaining to the 
reporting systems 

Served asaconsultant with A. B. degree, Yale University, New Haven, 
the Steel Task Force and Conn.; 1943-46, U. S. Army: October 1946 
advised on matters per November 1946, junior certified public ac- 
taining to steel. countant; A. B. Young & Co., Pittsburgh, 

Pa.; December 1946 to present, controller’s 
division, Allegheny Ludlum Steel Corp., 
Pittsburgh, Pa. 

Served as a consultant with B. A. degree, Williams College, Williamstown, | Brookhaven N nal 
the Office of the Assistant Mass.; Ph. D. degree, Princeton University, oratory, Upton, ! 
Director for Nonmilitary Princeton, N. J.; September 1937-September 
Defense and advised on 1940, assistant physicist, Washington Bio- 
matters pertaining to physical Institute, Washington, D. C.; Sep 
health and medicine tember 1940-November 1941, Associate 

Physicist, National Institutes of Health, 
Washington, D. C.; November 1941-Febru- 
iry 1946, associate leader, Radiation Labo 
ratory, M. I. T., Cambridge, Mass.; Febru- 
ry 1946-December 1946, senior engineer, 
Federal Telecommunications Laboratory, 
New York City; December 1946 to present, 
chairman, instrumentation and health physi- 
cist department, Brookhaven National Lab- 
oratory, Upton, N. Y 

Served as an Assistant to 1932-34, vice president, Pennsylvania Broad- 
the Director of Office of casting Co., Gimbel Bros., Philadelphia, 
Defense Mobilization on Pa.: 1934-48, president, Printasigs Corn., 
special projects. Chicago, Tll.; 1945-48, president, Reynolds 

Pen Co., Chicago, Ill.; September 1948-1949, 
president, Red Products Corp., New York 
Citv: August 1949 to present, vice chairman 
of board, Tele-King Corn., New York City 

Served as a consultant Graduated from University of Portland and | Pittsburgh Consolidation 
with the Cabinet Com- Yale University: 1936-38, economist, Inter- Coal Co., Pittsburgh, 
mittee on Energy Sup- stateCommerce Commission, Bureau of Statis- Pa. 
plies and Resources tics, Washington, D. C.; 1938-43, Chief, 
Policy and advised on Eeonomics and Statistics Branch, Denart- 
matters pertaining to the ment of Interior, Bituminous Coal Division, 
coal area. Washington, D. C.; 1943-44, Chief Econo- 

mist, Denartment of Interior, Solid Fuels 
Administration, Washington, D. C.; 1944-46, 
Assistant Director, Department of the In- 
terior, Bureau of Mines, Washington, D. C.; 
1946 to date, manager of business surveys, 
Pittsburgh Consolidation Coal Co., Pitts- 
burgh, Pa. 

Served as a consultant in A. B. degree, Lawrence College, Appleton, | Weyerhaeuser Timber C« 
the Materials Office and Wis.; diploma in economics, Oxford Univer- New York, N. Y 
advised on developing sity, Oxford, England: October 1926-July 
mobilization plans for 1931, Mead Sales Co., Chicago, Il.; July 
pulp, paper, and paper- 1931-Febrnary 1933, Fraser Cos., Ltd., Lon- 
board industry. don, England; February 1933-May 1935, 

Fraser Industries, Ine., New York, N. Y.: 
May 1935 to date, pulp division, Weyer- 
haeuser Timber Co., New York, N. Y. 

Served as a consultant B. S. degree, University of Wisconsin, 1897; Consultant with Research 
with the Materials Divi- Ph. D., 1901; LL. D. degree, Kenyon College, and Development Board 
sion and advised on mat- Ohio, 1926; D. Se., Lawrence College, Apple- and Atomic Energy 
ters pertaining to min- ton, Wis., 1930; 1900-1905, Assistant Geolo- Commission. 
erals. gist. U. S. Geological Survey; 1902-45, 

professor, geology, University of Wisconsin; 
1933-35, member, Science Advisory Board: 
1933-40, member, Business Advisory and 
Planning Council for Department of Com- 
merce; 1934-37, Vice Chairman, Planning 
Commission for Mineral Policy; 1940-45, 
consultant on minerals, National Defense 
Commission, OPM, WPB; 1942-45, Chief, 
Metals and Minerals Branch, W PB. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of | 
separation 


Starting and 
termination 
dates 


Type of appoint- 
ment 


Statutory authority for 
employment 


Leopold, Harry, Jr. --- Consultant | June 11,1951-| E. O. 10182, sec. 101 (a), 
(WOC). Aug. 29, 1951 dated Nov. 21, 1950. 


Lewis, Arthur D_. als . ; 1951- | National Security Act of 
, 1951 1947 as amended. 


Li, Kuo Ching... ...-- te ; ,1951- | E. O. 10182, sec. 101 (a), 
3, 1952 dated Nov. 21, 1950. 


Lilygren, GeorgeJN......| Assistant to the ,1951- | Sec. 710 (b) of Defense 
Director . 30,1951 | Production Act of 1950 

(WOC). | and sec. 101 (a) of E. O. | 

10182, dated Nov. 21, 


1950. 


Loes, Carl M.,Ur......... Consultant | June 13,1951- | E. O. 10182, sec. 101 (a), 
| Jan. 10, 1952 dated Nov. 21, 1950. 


Loomis, Horace E__..--- f | May 14, 1951- 
May 11, 1952 





Lutes, LeRoy. ._._...-. | Member, Advi- May 22, 1952- satel ealichoiilevachaitte J None paid 
| sory Committee | Mar. 31, 1953 


on Production 

Equipment | 

(WOC),. | | 

Lyons, William*’A........ Consultant | Apr. 5,1948- | National Security Act of | 
(woc). Mar. 17,1950 | 1947, as amended. 





woc’'s AND GOVERNMENT 


MOBILIZATION—Continued 


Security Resources Board, Defense Production 


ADVISORY GROUPS 


Administration, 


09 


and Office of 


Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a eonsultant 
with the Steel Task 
Foree and advised on 
matters pertaining to 
steel. 


Served as a 
with the Office 
grams and Requirements 
and 
pertaining to transporta- 
tion 


Served as a consultant in 


the Materials Office and | 
advised on matters per- | 


taining to mining. 


| Served as an 
the Director and advised 
on matters pertaining to 
the Office 
and requirements. 


a consultant 
Steel Task 


Served as 
with the 
Force and 
matters 
steel. 


| Served as 


fense Mobilization 
advised on 
munity forums program. 


| Member, Advisory Com- 


mittee on Production 
Equipment, ODM. 


| Served as 
with the Energy 
Utilities Office and ad- 
vised on matters per- 
taining to power. 


eonsultant | 
of Pro- | 


advised on matters | 





Assistant to | 


of Program | 


advised on | 
pertaining to 


@ consultant | 
with the Office of De- | 
and | 
the com- | 


@ consultant | 
and | 


| Education and experience 
| 
| 
| 
} 


Attended Phillips Exeter Academy, Exeter 
N. H., University of Pennsylvania, Phila- 
delphia, Pa., and New York University, 
New York City; March 1942-August 1947, 
market research, 
tion, New York City; October 1947-May 
1950, market research, the Flintkote Co., 
New York City; July 1950 to present, John 
A. Boebling’s Sons Co., Trenton, N. J. 

Attended University of Texas, 1935 
tember 1939-June 1940 and Sentember 1940- 
July 1941, grader, the University of Texas, 
Austin, Tex.; May 1944-November 1945, 
U. 8. Army; February 1943-May 1943 and 
February 1944-May 1944, instructor, New 
York University, New York City; August 
1941 to present, director of economic plan- 
Li American Airlines, Inc., New York 
City, N, Y ; 

. Ss. , Royal School of Mines, 
a peria iC ‘olle ge 0 of Science anc 1 Technology, 
London, England, 1912-15; 1916 to present, 
chairman, Wha Chang Corp., New York, 
N. Y.; 1940 to present, chairman and engi- 
neer, Wha Chang Smelting & Refining Com- 
pany of America, Inc., Glen Cove, Long 
Island, N. Y. 

Sept. 28, 1928-Nov. 15, 
troller, Briggs Manufacturing Co., 
Mich.; November 1945-June 1947, 
employed, management consultant; June 
1947 to present, vice president, administra- 
tion, Carrier Corp., Syracuse, N. Y. 

B. S. degree, Princeton University, Princeton, 
N.J.: M.S. de gree, Massachusetts Institute 
of Technology, Gasnbetien. Mass.; 1928-29, 
Central Alloy Steel Corp., Canton, Ohio; 
1929-32, Anaconda Copper Mining Co., 
Anaconda, Mont.; 1932-33, metallurgical 
assistant, 
of Michigan, Detroit, 


assistant con 
Detroit, 


1945, 


Mich. ; 1933 to present, 


vice pre: sident and director, fe limax Molyb- | 


denum Co., New York, N. 

Attended Univers sity of Fl rida, Gainesville, 
Fla.; 1921-37, president, Loomis & Hall, 
Inc., Miami, Fla.; May 1937-January 1940, 
director, Business Organizations, Inc., New 
York and Chicago; 
public relations, Intercontinent 
Corp., Miami, Fla.; June 1942-August 1945, 
director of industrial and public relations, 
Miami Shipbuilding Corp., Miami, 
September 1945-October 1948, receiver, 
Federal Court of Southern District, Miami, 
Fla.; May 1, 1950-April 1951, Gardner 
Advertising Co., New York, N. Y.; May 1, 
1950, to present,  eenate Eciahantine 
Inc., New York, ; 3 

Attended Wentw - Military Academy and 
Army College; 1914-52, U. S. Army (lieu- 
tenant general, retd.); 1952 to present, 
president, Pacific Tire & Rubber Co., 
Oakland, Calif. 

Attended New York University, 
Commerce, 1925-28: attended 
University, School of Business Adminis- 
tration, New York City, 1928-29; 1925-29, 


School of 


accountant, United Electric Light & Power | 


Co., New York City; 1929-41, the Utility 
Management Corp., and predecessor com- 
panies, New York City; 
troller, New York, Pennsylvania, 
Jersey Utilities Co., New York City; 
present, executive, New York State Electric 
& Gas Corp., New York City. 


New 


John A. 


Stewart Dougally Associa- | 


-41; Sep- | 


self- | 


Climax Molybdenum Company | 





| Business 
February 1941-May 1942, | 


Aircraft | 


Fla.; 


Fordham | 


1941-44, comp- | 
1944 to | 


Active 


tions 


business 
during 
employment 


connec- 
period of 


Boebling’s Sons 


Co., Trenton, N. J 


American Airlines, Inc., 
New York, N. Y. 


Wha Chang Corp., New 
York, N. Y., and Wha 
Chang Smelting & Re- 
fining Company of 
America, Inc., Long 
Island, N. Y. 


Carrier Corp., Syracuse 
ue 3s 


| Climax Molybdenum Co., 


New York, N. Y. 


s Organizations, 
Inc., New York, N. Y. 


| Pacific Tire & Rubber 


Co., Oakland, Calif 


New York State Electric 
& Gas Co., New York, 
N. Y. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 

Total ex- 
penses paid | 
Jan. 1, 1953, | 

to date of 

| separation 


Starting and 
termination | 
dates 


Statutory authority for 
employment 


Type of appoint- 
ment 


McCarthy, HenryjF....| Consultant | Apr. 12,1948 | National Security Act of | 
(WOC). | Mar. 13, 1950 1947, as amended. | 


McClure, Russell 8 é | KMar. 7, 1952 
Apr. 6, 1952 


McDermott, Mary E_...| Expert (WOC) 16, 1952- 
31, 1952 








McDonnell, MartinS _..|Consultant 1, 1950- 
(WOc). 20, 1951 


| 


Madden, James L...-.--!|-- ..do 
20, 1951 





Marks, Herbert S..__---|----- | June 9, 1948- 
Apr. 13,1949 





Marquis, V. M 
20, 1951 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant 
with the Transportation 
Office and advised on 
the security aspects of 
the various phases of 
transportation. 


Served as consultant to the 
Chairman, National Se- 
curity Resources Board 


Advised in the preparation | 


and editing of the Presi- 


dent’s Materials Policy | 


Commission report 


on | 


the section pertaining to | 


petroleum. 


Served as a consultant in 
the Materials Division 
and advised on matters 


pertaining to forest prod- | 


ucts. 

Served as a consultant in 
the Materials Division 
and advised on matters 
pertaining to the pulp, 
paper, and paperboard 
industry. 

Served as a member of the 
Legal Advisory Com- 
mittee. 


Served as a 
with the Industrial Re- 
sources Division and ad- 
vised on matters pertain- 
ing to power. 


consultant 


| B. 8. 


Education and experience 


degree, Harvard College, Cambridge, 
Mass.; M. 8. degree, Yale University, New 
Haven, Conn.; September 1927-September 
1929, Baltimore & Ohio RR., Baltimore, 
Md.; July 1930-August 1934, freight traffic, 
St. Louis Southwestern RR., St. Louis, 
Mo.; September 1934-December 1941, pas- 
senger traffic, Boston & Maine RR., Boston, 
Mass.; January 1942-September 1944, Office 
of Defense Transportation, 


D. C.; November 1944 to present, New 


York, New Haven & Hartford, RR., New 


Haven, Conn., and Boston, Mass. 


A. B. degree, Stanford University, California; 


M. A. degree, University of Washington, 
Seattle, Wash.; March 1938-June 1939, 
department of geography, University of 
Washington, Seattle, Wash., September 
1940-June 1942, graduate assistant, Ohio 
State University, Columbus, Ohio; June 
1942-June 1949, transport adviser, Depart- 
ment of State, Foreign Service; August 1943 
March 1946, U. S. Navy; June 1949-January 
1950, Chief Transportation Section, Eco- 


nomic Cooperation Administration, Paris, | 
con- | 
State, | 
to | 
present, economic adviser, United Nations | 
Reconstruction Agency, Washington, D.C. | 
A. B. degree, Dickinson College, Carlisle, Pa.; | 


France; January 1950-Aug. 29, 1951, 
sulting officer, Department of 


Geneva, Switzerland; August 1951 


March 1937 to present, foreign trade econo- 
mist, Atlantic Refining Co., Philadelphia, 
Pa.; September 1948-October 1949, indus- 
trial commodity specialist, Economic Co- 
operation Administration, Washington, 
D. C.; July 1951-Dee. 31, 
economist, President’s Materials 
Commission, Washington, D. C. 
1928-32, district sales manager, Bloedel Dono- 
van Lumber Mills, Bellingham, 
1942-45, U. 
ent, owner and _ president, 
Western Lumber Co., Chicago, Il. 


Policy 


| 
B.S. and M. B. A. degrees, Harvard Business | 
School, Cambridge, Mass.; 1934 to present, | 
president, Hollingsworth & Whitney Co., | 


Boston, Mass. 


Law degree, Harvard Law College, Cam- 
bridge, Mass.; A. B. degree, University of 
Pennsylvania, Philadelphia, Pa.; 


Power Division, 


1945, Special Assistant to Assistant Secre- 
tary of State; December 1945-Jannary 1947, 
Special Assistant to Under Secretary of 
State; February 1947-December 1947, Gen- 
eral Counsel, Atomic Energy Commission; 
January 1948 to present, private law practice. 

A. B. degree, Stanford University, Stanford, 
Calif.; M. S. degree, electrical engineering, 
Union College, Schenectady, N. Y.; 1922-28, 
General Electric Co., Schenectady, N. Y.; 
1928 to present, vice president, American 
Gas & Electric Service Corp., New York, 
N. Y.; 1942-45, on loan to War Production 
Board. 


Washington, | 


1951, petroleum | 


Wash.; | 
S. Army (colonel); 1932 to pres- | 
McDonnell | 


April | 
1941-April 1945, Assistant General Counsel, | 
War Production Board, | 
Washington, D. C.; April 1945-December | 


Active business 
tions during 
employment 


connec- 


period of 


New York, New Haven & 
Hartford RR. New 
Haven, Conn., and 
Boston, Mass. 


United Nations Recon- 
struction Agency, Wash 
ington, D. C. 


Atlantic Refining 
Philadelphia, Pa 


Co., 


McDonnell Western Lum- 
ber Co., Chicago, Il. 


Hollingsworth & Whitney 
Co., Boston, Mass. 


Private law practice. 


American Gas & Electric 
Service Corp., New 
York, N. Y. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 

separation 


Starting and 
termination 
dates 


Type of appoint- 
ment 


Statutory authority for 


employment 


Mayott, Clarence W....| Consultant | Oct. 14,1949 | National Security Act of | 
(woc). Apr. 20,1951 | 1947, as amended. | 


Miller, Harry ie 12, 1949- | 
20, 1950 


Miller, Ruth . ‘ saath 30, 1952- |_._- 
30, 1952 


Miller, Ward ..| June 4,1951- | E. O. 10182, sec. 101 (a), 
Jan. 10,1952 | dated Nov, 21, 1950. 


Misenhimer, Joy B ; — ‘ 28, 1950- | National Security Act of 
31, 1950 1947, as amended. 





Monnett, Albert A sag _....| June 4,1951- | E. O, 10182, sec. 101 (a), 
| | Aug. 29,1951 | dated Nov. 21, 1950. 


| 
| 


Montague, Wallace T esol — . 8,1949- | National Security Act of 
. 20,1951 | 1947, as amended. 


Moore, Chester G | . 12,1948 
| Apr. 20, 1951 


Moore, Daniel L ‘ sel . 25,1954- | E. O. 10182, sec. 101 (a), | 710. 89 
| » 24.1954 | dated Nov. 2], 1950. 








woc’s AND GOVERNMENT 


ADVISORY 


MOoBILIzATION—Continued 


GROUPS 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


| 
| 


Served as 8 consultant | 
| 


| Served as @ 


Nature of services 
performed 


with the Industrial Re- 
sources Division and ad- | 
vised on matters per- | 
taining to power and 
utilities. 


Served as a consultant 
with the Energy and | 
Utilities Office and ad- 
vised on matters per- | 
taining to power and | 
utilities. 

consultant 
with the Natural Re- | 
sources Office and ad- 
vised on matters per- 
taining to the technology 
area, as affects metals. 


| Served as a consultant to 


the Steel Task Force and 
advised on matters per- 
taining to steel. 


| Served as a consultant in 


the Office of Production 
and advised on matters 
pertaining to production. 


| Served as a consultant 


with the Steel Survey 
Group and advised on | 
matters pertaining to | 
steel. 


Served as a consultant in 


the Production Equip- 

ment Division and ad- | 
vised on matters pertain- | 
ing to abrasives. 


| 
| Served as a consultant | 


with the Industrial Re- 
sources Division, and 
advised on the security 
aspects of the various 
phases of transportation. 
Served as a consultant 
with the Cabinet Com- 
mittee on Energy Sup- 
lies and Resources 
Policy and advised on 
matters pertaining to 
coal, 


Education and experience 


Degree in electrical engineering, Rensselaer 
Polytechnic Institute, Troy, N. Y 
1911-February 1925, Hartford Electric Light 
Co., Hartford, Conn.; March 1925-May 
1945, manager, Connecticut Valley Power 


Exchange; October 1941-March 1945, Deputy 


Chief of Power Division, Office of War 
Utilities, War Production Board, Wash- 
ington, D. C.; May 1, 1945, to present, assist- 
to the president, The Hartford Electric 
Light Co., Hartford, Conn 

B. S. in electrical engineering, University of 
Wisconsin, Madison, Wis.; 1923 to present, 
Wisconsin Public Service Corp., Oshkosh, 
Wis.; 1941-44, on loan to War Production 
Board; March 1947-July 1947, on loan to 
War Department. 

B. A. degree, Wellesley College, Wellesley, 
Mass.; September 1937-Sept. 30, 1945, li- 
brarian, Central Hanover Bank & 
Co., New York, N. Y.; Oct. 1, 1945, to pres- 
ent, research associate, Fortune editorial 
division of Time, Inc., New York, N. Y.; 
Mar. 5, 1951-Jan. 21, 1952, Director, Tech- 
nology Area, President’s Materials Policy 
Commission, Washington, D. C. 

1910-17, Pittsburgh manager, Jos. T. Ryerson 
& Son, Pittsburgh, Pa.; 1919-23, district 
sales manager, Midvale Steel & Ordnance 
Co., Chicago, Ill.; 1923-28, New York sales 
manager, Midvale Co., Nicetown, Phila- 
delphia, Pa., and New York City; 1928 to 


; June | 


Trust | 


Active business 
tions during 
employment 


connec- 
period of 


| The 
Light 
Conn. 


Hartford 
Co., 


Electric 
Hartford, 


Wisconsin Public Service 
Corp., Oshkosh, Wis. 


Fortune editorial division 
of Time, Inc., New 
York, N. Y. 


Vanadium Corporation of 
America, New York, 
N. Y. 


present, vice president and director, Van- | 


adium Corporation of America, New York, | 
N.Y 


Accounting degree, LaSalle University, Chi- | 


cago, Ill.; accounting degree, Northwestern 
University, Chicago, Ill.; May 1925 to pres- 
ent, general manager of planning, American 
Can Co., New York, N. Y. 

B. A. degree, University of Idaho, Moscow, 


Idaho; M. B. A. degree, Harvard University | 


American Can Co., New 
York, N. Y. 


United States Steel Corp., 
Pittsburgh, Pa. 


Graduate School of Business Administra- | 


tion, Cambridge, Mass.; 1933-38, salesman, 


Hoselip, Moscow, Idaho; 1938-40, broker, | 
M. S. Walker & Co., Long Beach, Calif., | 


1942-1945, United States Steel Corp. of 
Delaware, Pittsburgh, Pa.; 1945-46, com- 
mercial research, Safeway Stores, Inc., Oak- 
land, Cailif.; 


1946 to present, commercial | 


research, United States Steel Corp., Pitts- | 


burgh, Pa. 


B. S. degree in mechanical engineering, Wor- | 


cester Polytechnic Institute, Worcester, 


Norton Abrasive Co., Wor- 
cester, Mass. 


Mass.; 1912 to present, vice president and | 
director, Norton Abrasive Co., Worcester, | 


Mass. 

Central States Motor Freight Bureau, Inc., 
Chieago, Ill. (no other information avail- 
able). 


Degree in liberal arts, Amherst College, 
Amherst, Mass.; July 1941-December 1942, 
general clerk, C. A. Hughes & Co., Cresson, 
Pa.; December 1942-July 1946, U. 8. Army 
(captain); July 1946-August 1948, assistant 
treasurer, C. A. Hughes & Co., Cresson, 
Pa.; September 1948 to present, vice presi- 
dent and treasurer, C. A. Hughes & Co., 
Rich Hill Coal Mining Corp., Cresson, Pa. 


| Central States Motor 
Freight Bureau, Inc., 
Chicago, Tl. 


| C, A. Hughes & Co., Rich 
Hill Coal Mining Corp., 
Cresson, Pa. 
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List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Total ex- 


Type of appoint- | Starting and Statutory authority for | Pemses paid | 
3 ceed termination nina” | Jan. 1, 1953, | 
dates ‘pms | todateof | 

separation | 


Moore, H. Nelson Consultant | Jan. 1949 National Security Act of |_.-- 


1 
(woc). | Mar. 31, 1949 1947 as amended. 


Moore, John E 


Moran, Edmond C 


Morehouse, Edward W 


Morris, Edmund T....._| Chairman, Elec- | May 11,1951 Sec. 710 (b) of Defense 
tronics Produc- | May 31, 1951 Production Act of 1950 
tion Board. and sec. 101 (a) of E. O. | 
10182, dated Nov. 21, | 
1950. 





Mueller, C. G Consultant . 30,1948- | National Security Act of 
(woc). . 20,1951 | 1947 as amended. 





Mullin, Howard J | Construction ana- . 28,1951- | Sec. 710 (b) of Defense | 
| lyst (WOC). . 4,1952 Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 


21, 1950. 








Mylrea, John D-_-- Consultant | Oct. 1,1950- | National Security Act of 
} (WOC). | Apr. 20,1951 | 1947 as amended. 





woc’s 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant 
with the Office of Gen- 
eral Counsel and advised 
on matters pertaining to 
patents. 


| Served as a consultant 
with the Industrial Re- 
sources Division, and 
advised on matters per- 
taining to power. 


| Served as Deputy Director, 


Office of Transportation | 
16, | 
1948, to June 25, 1950, and | 


and Storage, Nov. 
then as a consultant to 
that Office from June 26, 
1950, to Apr. 20, 1951. 

| Served as a_ consultant 


with the Industrial Re-.| 
and | 


sources Division, 
advised on matters per- 
taining to power and 
utilities. 


| Served as Chairman of the 
Electronics Production 
Board, DPA. 


| Served as a 
with the Industrial Re- 
sources Division and ad- 
vised on matters per- 
taining to power. 


Served as a construction 


analyst with the Pro- 
gram and Requirements 
Office and advised 
matters pertaining to 
construction. 
Served as a 
with the Materials 
fice, and advised on 
mobilization plans for 
forest products industry. 


consultant 
Of- 


consultant | 


on | 


Education and experience 


LL. B. 
University, 


E. FE. degree, Cornell University: 
degree, George Washington 
Washington, D. C.; LL. M. 8. 
Georgetown University, 
C.; October 1931-August 
patent examiner, U. S§. 


Washington, D. 

1935, assistant 

Patent Office, 
Washington, D. C.; August 1935-February 
1942, patent attorney, private practice; 
February 1942-November 1946, U. S. army; 
November 1946 to present, partner, Lippin- 
cott. Moore & Hall, law firm, Washington, 
D.C. 

B. A. degree, Boston 
Mass.; B. S. E. FE. degree, Massachusetts 
Institute of Technology, Boston, 
1907-12, engineering, L. L. & P. N. Nunn, 
engineers, Niagara Falls, N. Y.,and Provo. 


University, 


Utah; 1912 to present, engineering, Electric | 
Bond & Share Co., Ebasco Services, Inc., | 


New York, N. Y. 
Attended Polytechnic Preparatory 
ent, president, Moran Towing & Transpor- 
tation Co., New York, N. Y. 


B. A. degree, 
Mass.; M. A. 
sity of Wisconsin, Madison, Wis.; 1931-40, 
director, rates, Public Service Commission 
and Research Department of Wisconsin, 
Madison, Wis.; 1941-45, consultant, 
Production Board, Washington, D. C.; 
1940-45, chief technical consultant, Trustees, 


Amherst 


| 
| 
| 
| 


College, 


Associates, G. & E. Corp., New York, N. | 


Y.; 1945-46, New York, Pennsylvania, New 
Jersey Utilities Co., New York, N. Y.; 1946 
to present, vice president, General Public 

| Utilities Corp., New York, N. Y. 

| B. S. degree, Virginia Military Institute, 
Lexington, Va.; M.S. degree, Massachusetts 
Institute of Technology, Cambridge, Mass.; 
September 1928 to present, division man- 
ager, Westinghouse Electric Corp., Balti- 
more, Md. 

1917 to present, statistician, the Detroit Edi- 

son Co., Detroit, Mich. 


A. B. degree, Dartmouth College, Hanover, 
N. H.; attended Northwestern University, 
Chicago, Ill., 1928-29; August1927 to present, 
manager of sales, United States Steel Co., 
St. Louis, Mo. 


Attended Biltmore Forestry School, Bilt- 
more, N. C.; 1919-43, president, Thunder 
wake Lumber Co., Rhinelander, Wis.; 
1920-43, president, Robbins R. R. Co., Wis- 
consin; 1936-48, executive vice president, 
Rib Lake Lumber Co., Rib Lake, Wis.; 
1925-48, director, Mosinee Paper Mills Co., 
Mosinee, Wis.; 1947-48, vice president and 
director, Tomahawk Timber Co., Ely, 
Minn.; Oct. 13, 1948-May 20, 1949, director, 
Industry Division, National Security Re- 
sources Board, Washington, D. C. 


D. degree, 


Boston, | 


Mass.; | 


School, | 
Brooklyn, N. Y., 1912-16; June 1916 to pres- | 


Amherst, | 
and Ph. D. degrees, Univer- | 


War | 


Active business 
tions during 
employment 


connec- 
period of 


| Lippincott, Moore & Hall, 


law firm, Washington, 
D.-¢€. 


Electric’Bond & Share Co 
Fhasco Services, Inc 


New York JN. Y. 


Moran Towing & Trans, 


portation Co., New York 
NG 3 


General Public Utilities 
Corp., New York, N. Y. 


Westinghouse Electric 
Corp., Baltimore, Md. 


The Detroit Edison Co., 
Detroit, Mich. 


United 
St. Louis, 


States Steel Co., 


Mo. 


Rib Lake Lumber Co., 
Rib Lake, Wis.; Mosinee 
Paper Mills Co., Mosi- 
nee, Wis.; Tomahawk 
Timber Co., Ely, Minn 
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OFFICE 


or DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


Naumann, Werner P 


Nickerson, Albert L 


Nicolson, Leo!M - - 


Norman, Oliver L 


Norton, Wilbur H_-. 


Norwood, Stanley Mar- 
ion. 


Nussbaum, HowardJL.- - 


Olmsted, George, Jr 


Starting and 
termination 
dates 


Type of appoint- 
ment 


June 4, 1951- 
Aug. 29, 1951 


Consultant 
(WwOC). 


Sept. 20, 1948- 
Oct. 


29, 1948 


| Mar. 24, 1949- 
| Apr. 20, 1951 


Sept. 18, 1950- 
Apr. 20, 1951 


Feb. 
July 


9, 1951- 
6, 1951 


June 4, 1951- 
Jan, 10, 1952 


June 14, 1950- 
May 24, 1951 





| Oct. 1,1950- 
Apr. 20, 1951 











Statutory authority for 
employment 


E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950. 


National Security Act of 
1947 as amended. 


Sec. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 

E, O. 10182, sec. 101 (a), 
dated Jan. 21, 1950. 


National Security Act of 
1947 as amended. 


| Total ex- 
penses paid 
| Jan. 1, 1953, 
to date of 
separation 











Wwoc’S AND GOVERNMENT ADVISORY GROUPS 


MOBILIZATION—Continued 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


y Active business connec- 
Nature of services ; i ! 
vasaaemned : Education and experience tions during period of 
employment 


Served as a _ consultant Degree in business administration, Ecole | United States Steel Export 
with the Steel Task Soperieure de Commerce, Neuchatel, Switzer- Co., New York, N. Y 
Force and advised on land; 1939-43, manager, foreign department, 
matters pertaining to Standard & Pooris Corp., New York City; 
steel. 1943-49, economist, United States Steel Ex- 

port Co., New York, N. Y.; March 1949 
October 1949, United States member, Com- 
bined Steel Group, Department of Army, 
OMGUS, Germany; 1949-50, United States 
member, Combined Steel Group, Depart- 
ment of State, HICOG, Germany; January 
1951 to date, superintendent, commercial 
research, United States Steel Export Co., 
New York City. 

Served as a consultant | B.S. degree, Harvard University, Cambridge, | Socony Vacuum Oil Co., 
with the Human Re- Mass.; 1933 to present, director, Socony Inc., New York, N. ¥ 
sources Office and ad- Vacuum Oil Co., Ine., New York; 1945-46, 
vised on matters per- chairman of board, Vacuum Oil Co., Ltd., 
taining to manpower. London, England; 1943, Director of Place- 

ment Bureau, War Manpower Commission, 
Washington, D.C. 

Served as a consultant February 1916-Feb. 15, 1918, executive, New Nicolson, Porter & List, 
with the Industrial Re- Orleans Joint Traffic Bureau, New Orleans, Inc., Chicago, Ml 
sources Division and ad La.; February 1918-February 1919, execu- 
vised on matters per- tive, U. S. Army, Quartermaster Corps, 
taining to  transporta- Washington, D. C.; February 1919-Feb. 15, 
tion and storage. 1920, executive, Montgomery Ward & Co., 

Chicago, Ill.; February 1920-January 1942, 
executive, Nicolson, Porter & List, Ine., 
predecessor firms, Chicago, Ill.; January 
1942-November 1944, executive, Office of 
Defense Transportation, Washington, D.C.; 
| November 1944-January 1946, executive, 
individual member of American Warehouse 
Association, Washington, D. C.: January 
| 1946 to present, president, Nicolson, Porter 
& List, Inc., Chicago, IM. 
| Served as a consultant | Graduate of U. S. Naval Academy, and at- | National Association of 
| with the Energy and tended George Washington University; Electric Companies 
| Utilities Office and ad-| October 1941-December 1942, Chief Engi- 
vised on matters pertain- neer, War Production Board, Washington, 
| ing to electric power D. C.; December 1942-November 1945, U 
| S. Navy (commander September 1946 
April 1947, Chief engineer, Brown-Pacific- 
Maxon; April 1947-May 1950, general man- 
| ager, Salt River Valley Water Users Asso- 
| ciation; May 1950 to present, assistant to the 
president, National Association of Electric 
Companies 
Served as a_ consultant January 1932-Jnly 1948, president, Mont- | General Motors Corp. 
with the Office of Staff gomery Ward, Chicago, Ill.; September Detroit, Mich. 
Services and advised on 1948 to present, vice president, General 
matters pertaining to Motors Corp., Detroit, Mich 
that Office. 
| Served as a consultant Degree in chemistry, Cornell University, Ith- | Electrometallurgical Co., 
with the Steel Task ica, N. Y.; 1917-19, National Carbon Co., New York, N. Y 
Force and advised on Cleveland, Ohio; 1920-27, h labora- 
matters pertaining to tory, Union Carbide & Carbon Co., Long 
steel. Island, N. Y.: 1927 to present, Electrometal- 
lurgical Co., New York, N. Y 
Served as a_ consultant ttended University of Chicago, Chicago, tetired officer, U. 
with the Office of the Ill., 1928-30; attended Columbia University, Force. 

Chairman. New York, N. Y., 1930-32; 1936-37, radio 
manager, Republican State Committee, 
New York City: 1937-42, production direc- 

tor, National Broadeasting Co., New Yor 

City; 1942-46, U. S. Army (officer); 1946-4 

program manager, American Broadecastir 

) ) 

( 


researe 


Co., New York City; 1948-50, officer, I 
partment of Air Force, Washington, D. C 
(retired). 

Served as a consultant A. B. degree, Williams C ge, Williamsto 
with the Materials Office Mass.; 1924 to present, presid : D 
and advised on the mo- Warren Co., Boston, Mas 
bilization plans for the 
pulp, paper, and paper- 
board industry 


67271—56—pt. 328 
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Defense Mobilization from 1947, the year National Security 


Total ex- 
Starting ( : hses pi 
irting and Statutory authority for penses paid 
termination ennlosment Jan. 1, 1953, 
dates ae to date of 
separation 


good, Harold K Consultant | Feb. 21,1949- | National Security Act of 


9 
(woc Apr. 20,1951 1947, as amended. 


13,1951- | E. O. 10182, sec. 101 (a), 
10, 1952 dated Nov. 21, 1950 


None paid 


24,1950- | National Security Act of 
7, 1951 1947, as amended. 


5, 1948- 
20, 1951 


29, 1954 E. O. 10182, sec. 101 (a), 
31, 1955 dated Nov. 21, 1950 


Industrial analyst Jan 9, 1952- Sec. 710 (b) of Defense 
Wwoc fk 5, Hy Production Act of 1950 
and sec. 101 (a) of E. O 
10182, dated Nov. 21, 

1950. 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant 
with the Industrial Re- 
sources Division and ad- 
vised on matters pertain- 
ing to transportation 
and storage. 


Served as a_ consultant 
with the Assistant Direc- 
tor for Manpower and 
advised on matters per- 
taining to Manpower. 


Served as a_ consultant 
with the Cabinet Com- 
mittee on Energy Sup- 
Plies and resources policy 
and advised on matters 
pertaining to oil and gas. 


Served as a_ consultant 
with the Energy and 
Utilities Office and ad- 
vised on matters per- 
taining to solid fuels 


Served as a _ consultant 
with the Industrial Re- 
sources Division and 
advised on matters per- 
taining to power 


Served as a consultant 
with the Cabinet Com- 
mittee on Energy Sup- 
plies and Resources Pol- 
icy and advised on mat- 

ters pertaining to the 

task force. 


Served as an industrial 
analyst with the Office 
of Procurement and Pro- 
duction and advised on 


machine-tool scheduling 


Education and experience 
I 


LL. B. degree, Boston University Law School, 
Boston, Mass.; June 1923-October 1926, 
service adjuster, American Credit Indem- 
nity Co., Boston, Mass.; October 1926 
March 1932, attorney at law, Terrell M 
Ragan, Boston, Mass.; March 1932-July 
1939, attorney at law, self-employed, July 
1939-July 1943, Chief, Storage Section, War 
Food Administration, Department of Agri- 
culture, Washington, D. C.; July 1943-July 
1944, Assistant Director, Storage Division, 
Office of Defense Transportation, Wash- 
ington, D. C.; August 1944-March 1946, As- 
sistant Chief, Warehousing Division, Re- 
construction Finance Corporation, Wash- 
ington, D. C.; March 1946-1948, Director, 
Warehousing and Traffic Division, War 
Assets Administration, Washington, D. C 
September 1948 to present, Fairfax Storage 
Co., Kansas City, Mo. 

Degree in business, Burdette Busine 
Boston, Mass.; June 1905—-August 
retary, the Plimpton Press, Norwood, 
Mass.; August 1900 June 1925, president, 
J. F. Tapley Co., Long Island, N. Y.; June 
1925 to present, president, Kingsport Press, 
Inec., Kingsport, Tenn. 

Mechanical engineering degree, University of 
Arkansas; degree in advance Management, 
Harvard School of Business Administration; 
June 1925-October 1925, Arkansas Textiles 
Co., Pine Bluff, Ark.; 1926-February 1928, 
design engineer, Arkansas Power & Light 
Co., Pine Bluff, Ark.; February 1928 to date, 
vice president, United Gas Pipe Line Co., 
Shreveport, La. 

A. B. degree, Bethany College, Bethany, W. 
Va.; attended Yale Graduate School, Hart- 
ford, Conn., 1916-17; 1920-23, camp superin- 
tendent, Marsh Fork Coal Co., Charleston, 
W. Va.; 1923-26, assistant to president, Siler 
Coal & Land Co., Charleston, W. Va 
1926-28, vice president, West Virgini 
Southern Coal Co., Huntington, W. Va.; 
1928-43, vice president, Cabin Creek Con- 
solidated Coal Co., Cincinnati, Ohio; 1928 
to date, vice preside! t, ‘Yruax-Traer Coal 
Co., Chicago, Ill.; 1943 to date, Truax-Traer 
Coal Sales Co., Cincinnati, Ohio. 

B. S. degree, University of California, Berke- 
ley, Calif.; 1922 to present, assistant chief 
electrical engineer, city of Los Angeles, 
Department of Water and Power, Los 
Angeles, Calif.; 1935-36, consultant, Ten 
nessee Valley Authority, Knoxville, Tenn 

mittent service 1439-43, erved as 
consultant with Leland Olds, Federal 
Power Commission, National Resources 
Planning Board, and War Production 
Board 

Degree in chermica ngineering, 
Mines, Uni ity of Missouri, and West 
Virginia University, Morgantown, W. Va.; 
1943-46, Deputy, Solid Fuels Administra 
tion, Department of the Interior, Washing- 
ton, D. C.; 1940 to present, president, 
Rochester & Pittsburgh Coal Co., Indiar 
Pa 

June 
netallurgical dep 


Highland Park, Mict 


ss College, 


1909, sec- 


(inter 


School of 


994 to 1 sent 
192 LO preset t 


Active 
tions during 
employment 


Fairfax Storage 
sas City, Mo 


Kingsport Press, Ine 
Kingsport, Tenn 


United Gas Pipe Line Co.., 
Shreveport, La 


Truax-Traer Coal Co., 
Chicago, Il., and Truax 
Traer Coal Sales Co., 
Cincinnati, Ohio 


City of Los Angeles, De- 
partment of Water and 
Power, Los Angeles 
Calif 


& Pittsburgh 
, Indiana, | 


Ford Motor Co., Highland 
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Totalex- | 


penses paid 


Starting and 


Type of appoint- Statutory authority for 


Name ment —— employment Sa 
separation 
Putnam, Charles H..- Distressed areas | May 5,1952- | Sec. 710 (b) of Defense None paid 
representative | May 22,1953 | Production Act of 1950 
(WOC). and sec. 101 (a) of E. O. 


| 10182, dated Nov. 21, 
1950. | 


Rainville, Walter S.,Jr_. Consultant | Feb. 3,1949- | National Security Act of 
(WOC), Nov. 23, 1951 1947 as amended. 


Rather, C. Pratt__- do.............| Oct. 12,1954- | E. O. 10182, sec. 101 (a), None paid 
Nov. 30, 1954 dated Nov. 21, 1950. 

Rector, Philip R.-. Aliphatic organic | Sept. 24,1951- | Sec. 710 (b) of Defense awed 
chemicals spe- | July 1, 1952 Production Act of 1950 | | 
cialist (WOC). and sec. 101 (a) of E. O. | 

10182, dated Nov. 21, | 
1950. | 
Rich, James L Consultant | June 11,1951- | E. O. 10182, sec. 101 (a), 
(WOC), Aug. 29, 1951 dated Nov. 21, 1950. 
} 
Ristow, L. H-.-- npdieiccki — Apr. 12,1948- | National Security Act of 
Mar. 14, 1950 1947 as amended. 

Rogers, Bernard O_-. Assistant Deputy | Apr. 14,1952- | Sec. 710 (b) of Defense 
Administrator | May 25, 1952 Production Act of 1950 
for Program and and sec. 101 (a) of E. O. 
Requirements 10182, dated Nov. 21, 

(WOC),. 1950. 
| 
| 

Roland, Harold F. Consultant | Nov. 4,1948 | National Security Act of |_..----- 
(WOC). Oct. 16, 1950 1947 as amended. 

Rolph, Samuel W...---- do ececceee| Nov. 15, 1948- Kg Micihcecetntheutmime a ibecrenaee 


Apr. 20,1951 


eR: ance 





woc’s 


AND GOVERNMENT ADVISORY GROUPS 


MOBILIZATION—Continued 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as the Providence 
representative of the De- 
fense Distressed Areas 
Task Force. This task 
force investigates the 
country where the Govy- 
ernment procurement 
program is out of balance 
with the local labor force 
and to make recommen- 
dations to correct this 
situation. 

Served as a consultant with 
the Construction and 
Resources Requirements 
Division and advised on 
matters pertaining to 
transportation and stor- 
age. 


Served as a consultant with 


| on Energy Supplies and 
| Resources Policy and 
advised on matters per- 

| taining to oil and gas. 
Served as an aliphatic or- 
ganic chemicals special- 
ist with the Materials 
Branch, Office of Pro- 


Production Division. 

Served as a consultant with 
the Steel Task Force and 
advised on matters per- 
taining to steel. 


Served as a consultant with 
the Transportation Office 
end advised on the secu- 
rity aspects of the various 
phases of transportation. 

Served as Assistant Depu- 
ty Administrator for 
Program and Require- 
ments and responsible 
for coordinating the ac- 
tivities and functions of 

| theIndustrial Manpower 
Division, program ac- 
counting staff and plan- 
ning staff. 

Served as a consultant with 
the Materials Office and 
advised on matters per- 

| taining to alcohol. 





Served as aconsultant with 
the Office of the Admin- 
istrator and served as 
director of an advisory 

| task group. 


the Cabinet Committee | 


gram and Requirements | 


Education and experience 


Attended Northeastern University, Boston, 
Mass., and Brown University, Providence, 
R. I.; March 1924 to present, power sales 
engineer, Narragansett Electric Co., Provi- 
dence, R. I. 


B. E. degree in chemistry, Tulane University 
of Louisiana, New Orleans, La.; 1924-41, 
director, research department, New Or- 
leans Public Service, Inc., New Orleans, 
La.; 1942-45, Director, Equipment and Re- 
search Division, Office of Defense Transpor- 
tation, Washington, D. C.; 1945 to date, di- 
rector of research, American Transit Asso- 
ciation, New York, N. Y. 

B. S. degree in chemical engineering, Georgia 
School of Technology, Atlanta, Ga.; 1923-36, 
president, Alabama Water Service Co., 1936 
to present, president, 
Gas Co., Birmingham, Ala. 


B. S. and M. 8. degrees in chemistry, Rutgers 
University, New Brunswick, N. J.; Septem- 
ber 1933 to present, market research special- 
ist, Union Carbide & Carbon Corp., New 
York, N. Y. 


Liberal arts degree, Haverford College; degree 


in business, Harvard Business School; July | 


1940-Febuary 1942, statistician, Associated 
Hospital Service, New York, N. Y.; Feb- 
ruary 1942-October 1942, analyst, United 
States Steel Corporation of Delaware, Pitts- 
burgh, Pa.; October 1942-March 1946, U.S. 
Air Force (captain); April 1946 to present, 
assistant manager, market economic section, 
United States Steel Co., Pittsburgh, Pa. 

Chairman, National Bus Traffic Association, 
Chicago, Il. 


B.S. degree, Iowa State College; January 1926 
to present, division commercial manager, 
Illinois Bell Telephone Co., Chicago, Ill. 


B. S. degree in engineering, 
Wisconsin, Madison, Wis.; 
neering, Hiram Walker & Sons, Inc., Peoria, 
Ill.; 1942-45, administrative, U. S. Civil 
Service, Washington, D. C.; 1945 to present, 
administrative, Hiram Walker & Sons, Inc., 
Peoria, Ill. 

Attended Collegiate Institute, Ottawa, 
Canada, 1902-4; attended Pomona Business 
College, Pomona, Calif., 1905-5; 1916 to 
present, president, the Willard Storage 
Battery Co., Cleveland, Ohio; 1940 to 
present, executive viee president, the elec- 
tric Storage Battery Co., Philadelphia, Pa.; 
1947 to present, president, Stokes Molded 
Products, Inc., Trenton, N. J. 


Southern Natural 


University of | 
1934-42, engi- | 


Active business 
tions during 
employment 


connec- 
period of 


Narragansett Electric Co. 
Providence, R. I 


American Transit Associa- 
tion, New York, N. Y. 


Southern Natural Gas Co., 
Birmingham, Ala. 


Union Carbide & Carbon 
Corp., New York, N. Y. 


United States Steel 
Pittsburgh, Pa. 


Co., 


National Bus Traffic Asso- 
ciation, Chicago, Ill. 


Illinois Bell Telephone Co., 
Chicago, II. 


Hiram Walker & 
Inc., Peoria, Ill 


Sons, 


The Willard Storage Bat- 
tery Co., Cleveland, 
Ohio; the Electric Stor- 
age Battery Co., Phila- 
delphia, Pa.; Stokes 
Molded Products, Inc., 
Trenton, N. J. 





WoOc's 





List of all inactive employees who served on a 


Defense Mobilization from 1947, 


Name 


Root, Elibu, Jr Cc 


se, George S- 


Sandmaier, Philip J 


Seanlon, John J- 


Schlueter, Louis A 


Scholz, Herbert J 


Searls, Fred, Jr_. 


AND 


Type of appoint- 


ment 


onsultant 


(WOC), 


do 


do 


do 


do 


do 


Assistant to 
rector (WOC). 


GOVERNMENT 


Di- 


ADVISORY GROUPS 


OFFICE OF DEFENSE 


WOC basis with 


Starting and 


B Statutory authority for 
termination 7 . 


employment 


dates 
Aug. 19, 1953 E. O. 10182, sec. 101 (a), 
Jan. 12,1954 dated Novy. 21, 1950 
June 4, 1951 do 
Aug. 29, 1951 
June 11,1951 ..do 
Aug. 29, 1951 
Feb. 14,1951- | Sec. 710 (b) of Defense 


Dee. 31, 1953 Production Act of 1950 


and sec. 101 (a) of E. O. | 


10182, dated Noy. 21, 


1950 


National Security Act of 


Oct. 20, 1948- 
Oct. 25,1951 1947, as amended. 
Oct. 14, 1949- .do 

Apr. 20, 1951 


Dec. 27,1950- | E. t 
Aug. 29, 1951 dated Nov. 21, 1950. 


Feb. 27, 1948- 
Dec. 2h, 1950 


1947, as amended. 


the 
the year National Security 


O. 10182, sec. 101 (a), 


National Security Act of 





National 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 
separation 


nT SA Re Nc CER AAR kB REG 


None paid 


None paid 























Nature of services 
performed 


Served as consultant in the 
Office of the Assistant 
Director for Nonmilitary 
Defense and advised on 
matters pertaining to the 
nonmilitary defense area. 


Served as a consultant with 
the Steel Task Force and 
advised on matters per- 
taining to stee). 


Served as a consultant with 
the Steel Task Force and 
advised on matters per- 
taining to steel. 


Served asa consultant with 
the Office of Program 
and requirements and 
advised on matters per- 
taining to production 
programs. 


Served as a consultant 
with the materials group 
in the Production Office 
and advised on matters 
pertaining to chemicals 
and rubber. 


Served as a_ consultant 
with the Industrial Re- 


sources Division and 
advised on matters per- 
taining to energy and 
utilities. 


Served as assistant to the 
Director and advised on 
matters pertaining to 
metals and minerals. 

Served as a_ consultant 
with the National 
curity Resources Board 
and advised on matters 
pertaining to stockpil- 
ing. 


Se- 


Wwoc’s AND GOVERNMENT 


ADVISORY 


MOBILIZATION—Continued 


Education and experience 


Liberal arts degree, Hamilton College, Clin- 
ton, N. Y.; law degree, Harvard Law School, 
Cambridge, Mass.; 1917-20, U. S. Army 
(major); 1941, consultant, Office of Emer- 
gency Management, Washington, D. C.; 
1942, consultant, Bureau of the Budget, 
Washington, D. C.; December 1942-October 
1944, civilian chairman, communications 
operations, U. 8. Army, Washington, D.C. 
December 1947-February 1948, Commis- 
sioner of War Council, Department of De- 
fense, Washington, 1). C.; 1931 to present, 
member, executive committee of board of 
directors, American Telephone & Telegraph 
Co., New York, N. Y.; January 1909 to 
present, counsel to firm, Root, Ballantine, 


Harlan, Bushby & Palmer, New York, 
Pe ih 

B. S. degree, Pennsylvania State College, 
Pennsylvania; June 1923-January 1926, 
Alanwood Steel Co., Conshohocken, Pa.; 
January 1926-November 1927, Crucible 
Steel Company of America, New York, 


N. Y.; November 1927-August 1934, Ameri- 
can Steel & Wire Co., New York, N. Y.; 
August 1934, to present, American Iron & 
Steel Institute, New York, N. Y 

Degree in business administration, Pace 
College, New York, N. Y.; Apr. 8, 1930, to 
present, manager, commercial research 
division, Republic Steel Corp., Cleveland, 
Ohio. 

Attended University of Pennsylvania Eve- 
ning School of Accounts and Finance; Sep- 
tember 1925-January 1942, staff accountant, 
the Bell Telephone Company of Pennsyl- 
vania, Philadelphia, Pa.; January 1942 
October 1942, Chief, Program Section, War 
Production Board, Washington, 1D. C.; 
October 1942-January 1946, U. S. Army 
(lieutenant colonel); February 1946 to pres- 
ent, assistant comptroller, the Bell Tele- 
phone Company of Pennsylvania, Phila- 
delphia, Pa. 

B. S. degree in mechanical engineering, 
versity of Missouri, Columbia, Mo.; July 
1927-January 1929, Koppers Co., tar and 
chemcial division, Cicero, Ill., and Carroll- 
ville, Wis.; January 1929-June 1932, Ameri- 
ean Tar & Chemical Co., Duluth, Minn.; 
June 1932-March 1938, assistant general su- 
perintendent, Koppers Co., Inc., tar and 
chemical division, Pittsburgh, Pa.; March 
1938-October 1941, superintendent, Koppers 
Co., Inc., white tar division, Kearny, N. J.; 
October 1941-February 1946, Branch Chief, 
War Production Board, Washington, D. C.; 
February 1946-February 1947, general pro- 
duction manager, Susquehanna Chemical 
Corp., Bradford, Pa.; February 1947 to 
present, American Coke & Coal Chemicals 
Institute, Washington, D. C. 

A. B. degree in electrical engineering, Leland 
Stanford Junior University, Palo Alto, 
Calif.; October 1921 to present, electrical 
engineer, Commonwealth & Southern Corp 
and predecessor and affiliated companies, 
Birmingham, Ala 

1917-19, U. S. Army 
and chairman of board of directors, 
mont Mining Corp., New York, N. Y 


Uni- 


1919 to date, president 
New- 


GROUPS 1623 


Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


business connec- 
during period 
employment 


Active 


tions 


American Telephone & 


Telegraph Co., New 
York, N. Y., and Root, 
Ballantine, Harlan, 
Bushby & Palmer, New 


York, N. Y 


American Iron & Steel In- 
stitute, New York, N. ¥ 


Republic Steei ¢ 
Cleveland, Ohio 


rp., 


The Bell Telephone Com- 
pany of Pennsylvania, 
Philadelphia, Pa 


American Coke & Coal 
Chemicals Institute, 


Washington, D. C 


Commonwealth & South- 
ern Corp, Birmingham, 
Ala 


Newmont Mining Corp., 


New York, N. ¥ 





1624 woc’s AND 


- 





GOVERNMENT 


List of all inactive employees who served on 
Defense Mobilization from 


Name 


Type of appoint- 


ment 
Seeger, Frederick C.....| Specialist on forg- 
ings (WOC). 
Setter, Clifford P Consultant 


(Woc). 


Shadel, Charles 8 


Facilities 


re- 


view specialist 


(WOC). 
Shepard, Norman A....-.| Consultant 
(WOC). 
Shoemaker, James H.-__.|.....do 
Sinclair, James. .......- .-do- 
Siragusa, Anthony. -.--- .do * 


2 Information not available. 





Starting and 
termination 
dates 


Feb. 
June 


Sept. 


Apr. ; 


Apr. 


Sept. 


Jan. 
June 


July 
Mar. 


| July 


Apr. 


June 
Jan. 


4, 
30, 


28 


28, 


SB 


11, 
20, 


11, 
10, 


1952- 
1953 


, 1950- 
, 1951 


1952- 


2, 1952 


1948- 


, 1951 


§, 1952- 


, 1953 


1950- |__ 


1951 


1951- 
1952 


ADVISORY 


a 


WOC basis 





GROUPS 


OFFICE OF DEFENSE 


with the National 


Statutory authority for 
employment 


See. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 


National Security Act of 
1947, as amended. 


Sec. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 


National Security Act of 
1947, as amended. 


.do 


E. O. 10182, sec. 101 (a), |-- 


dated Nov. 21, 1950. 


1947, the year National Security 


Total ex- 
penses paid 


Jan. 1, 1953, 


to date of 
separation 


None paid 


| 
| 


eae ead Loli © 
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MOBILIZATION—Continued 


Security Resources Board, Defense Production Administration, and Office 


1625 


of 


Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as adviser for 
of activities relating to 
the scheduling of con- 
struction of heavy forg- 
ing presses and extrusion 
presses. 

Served as a _ consultant 
with the Office of Pro- 
program and _ require- 
ments, Materials Divi- 
sion, and advised on 
matters pertaining to 
forest products. 

Served as a member of the 
Facilities Review Board. 
This Board screened 
proposed construction of 
new facilities or expan- 
sion of existing facilities 
recommended by Army, 


<= di te NCB et 


scowls 


aluminum on all phases | 


Navy, Air Force, or 
Atomic Energy Com- 
mission. 

Served as a consultant | 


with the Materials Divi- | 


sion and advised on 
matters pertaining to 
rubber. 

Served as a _ consultant 


with the Staff Assistants 
Office and advised on 
economic problems con- 
corning manpower mobili- 
zation. 


Served as a _ consultant 
with the Industrial Re- 
sources Division and 
advised on matters per- 


taining to  transporta- 
tion. 

Served as a_ consultant 
with the Steel Task 
Force and advised on 
matters pertaining to 
steel. 


67271—56—pt. 3 





Education and experience 


1927 to present, assistant district sales manager, 
Aluminum Company of America, Pitts- 
burgh, Pa. 


Attended Cornell University and Bryant- 
Stratton Business College; 1922-45, Setter 
Bros., Inc., Cattaraugus, N. Y.; 1942-45, 
Branch Chief, Plywood and Veneer Branch, 
War Production Board, Washington, D. C.; 
1946 to present, vice president, United States 
Plywood Corp., New York, N. Y. 

April 1917-October 1947, U. S. Army (brigadier 
general, retired); November 1947 to present, 
vice president, Julius Hyman & Co., Den- 
ver, Colo. 


Attended Yale University, New Haven, 
Conn.; 1919-35, director of chemical research, 
Firestone Tire & Rubber Co., Akron, Ohio; 
1936 to present, chemical director, American 
Cyanamid Co., New York, N. Y 

A. B. degree, Iowa State Teachers College; 
M. A. degree, State University of Iowa, 
Iowa City, Iowa; attended State University 
of Wisconsin, Madison, Wis.; attended 
Harvard University, Cambridge, Mass.; 
September 1919-February 1924, instructor, 
Nagasake Higher Commercial College, 
Nagasaki, Japan; September 1924—February 
1946, member of faculty, Brown University; 
November 1941-March 1943, Board of 
Economic Warfare; March 1943-January 
1946, U. S. Army (colonel) April 1946-May 
1946, United States Commercial Co., and 
U.S. Navy; May 1946-February 1947, U.S. 
Military Government in Korea; February 
1947-September 1947, Director, Economic 
Survey of Hawaii, U. S. Department of 
Labor, Honolulu and Washington, D. C.; 
February 1947 to present, director, Indus- 


trial Relations Institute, University of | 
Hawaii, Honolulu. 
1907-10, shipping clerk, Standard Oil of 


Indiana, Whiting, Ind.; 1911-14, foreman, 
Edison Electric Co., Los Angeles, Calif.; 
1915-17, Haas Baruch & Co., Los Angeles, 
Calif.; 1917-19, U. S. Navy; 1919-26, United 
States Shipping Board, New York, N. Y.; 
1927-43, chairman, Trans-Atlantic Associ- 


ated Freight Conferences, New York, N. Y.; 


1943 to date, president and general manager, 
Luckenbach Steamship Co., Inc., New 
York, N. Y. 

Degree in business administration, New York 
University, New York City; law degree, 


Brooklyn Law School, St. Lawrence, N. Y.; 


1916 to present, purchasing agent, United 
States Steel Co., Fittsburgh, Pa. 


31 


Active business 
tions during 
employment 


connec- 
period of 


Aluminum Company of 
America, Pittsburgh, Pa. 


United States Plywood 
Corp., New York, N. Y. 


Julius Hyman & Co., Den- 


ver, Colo. 


American Cyanamid Co., 
New York, N. Y. 


University of Hawaii, Ho- 
nolulu, T. H 


Luckenbach Steamship 
Co., Ine., New York, 
N. Y. 


United States Steel Co., 


Pittsburgh, Pa 





1626 Woc’s AND 





List of all inactive 
Defense 


Type of appoint- 

\ ‘ : 

er ment 

Stead, William H Consultant 
Woc) 

5 p J t B do 

Steinmetz, George P_.. do 

Ss C. Leigh Adviser (WOC) 

Stevens, Robert T Consultant 
woc 


Assistant to Di- 
rector (WOC 


Stratton, Dorothy C 


Ss Lewis I Member, Advi- 
sory Committee 
on Production 
Equipment 
(WOC), 

Stringfield, Horace C Consultant 
woc 





GOVERNMENT 


employees who served on 
Mobilization from 


Starting and 
termination 


dates 
Sept. 26, 1950- 
Oct. 31, 1951 
Nov. 28, 1951 
Apr 8, 1952 
Oct. 14, 1949- 
Apr. 20, 1951 
June 15, 1951- 
June 30, 1952 
Dec. 10, 1948 
Apr. 20,1951 
July 25, 1951 
Dec. 31, 1951 
July 3, 1952 
Mar. 31, 1953 
June 4,1951 
Jan. 10, 1952 


ADVISORY 


GROUPS 


OFFICE OF DEFENSE 


a WOC basis with the National 
1947, the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 
separation 


Statutory authority for 
employment 


National Security Act of 
1947 as amended. 


See. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, | 
1950. 


National Security Act of 


1947 as amended. 


Sec. 710 (b) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. 


National Security Act of 


1947, as amended 


E. O. 10182, sec. 101 (a), 
dated Nov. 21, 1950 
do None paid 


do 





i 


= seria bla Ka 


et nthe 


Be 


woc’s 





AND GOVERNMENT ADVISORY GROUPS 1627 


MOBILIZATION—Continued 


Security Resources Board, Defense 


Production Administration, and Office of 


Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a_ consultant 
with the Manpower 
Office and advised on 
matters pertaining to 
manpower. 


Served as a construction 
analyst with the Office 
of Program and Re- 
quirements and advised 
on problems pertaining 
to construction sched- 
uling. 

Served as a_ consultant 
with the Industrial Re- 
sources Division and ad- 
vised on Matters per- 
taining to energy and 
utilities. 


Served as a consultant to 
the Administrator, on 
programs, and on the 
various phases of activ- 
ities of the Office of Pro- 
grams and Require- 
ments. 

Served as a _ consultant 
with the Office of the 
Administrator and ad- 
vised on matters per- 
taining to all types of 
textile fabrics. 

Served as an Assistant to 
the Director and advised 
on matters pertaining to 
manpower. 


Served as a member of the 
Advisory Committee on 
Production Equipment. 


Served as a consultant 
with the steel survey 
group and advised on 
matters pertaining to 
steel. 


Education and experience 


B. A. degree, Beliot College, Beloit, Wis.; 
M. A. degree, University of Chicago, 
Chicago, Il.; Ph. D. degree, University of 
Minnesota, Minneapolis, Minn.; 1933-39, 
Associate Director and Chief Executive 
Officer, U. S. Employment Service, Depart- 
ment of Labor, Washington, D. C.; July 
1939-August 1940, Bureau of Employment 
Service, Social Security Board, Federal 
Security Agency, Washington, D. C.; 
August 1940-February 1945, dean, Wash- 
ington University, St. Louis, Mo.; February 
1945-July 1946, director, Vanderbilt Univer- 
sity, Nashville, Tenn.; July 1946 to date, 
vice president, Federal Reserve Bank of 
St. Louis, St. Louis, Mo. 

1901-05, attended Purdue University; 1930-34, 
chief engineer, R. C. Mahon Co., Detroit, 
Mich.; 1935-40, engineer, Giffels & Vallet, 
Inc., Detroit, Mich.; 1940 to present, self- 
employed, James B. Steep, consulting 
engineer, Detroit, Mich. 


B. S. degree in chemical engineering, Univer- 
sity of Wisconsin, Madison, Wis.; July 1921 
June 1931, engineer, Railroad Commission 
of Wisconsin, Madison, Wis.: June 1931 to 
date, engineer, Public Service Commission 
of Wisconsin, Madison, Wis.; October 1942 
December 1945, U. S. Army; August 1936 
August 1937, consultant, Tennessee Valley 
Authority; March 1942, consultant, part 
time, Public Service Commission, State of 
New York. | 

Attended Cornell University, Ithaca, N. Y.; 
1924 to present, owner, C. L. Stevens Co. 
consulting engineers, Baltimore, Md. 


’ 


B. A. degree, Yale University, New Haven, 
Conn.; 1921 to date, chairman of the board, 
J. P. Stevens Co., Inc., New York, N. Y 


A. B. and LL. D. degrees, Ottawa University; 
A. M. degree, University of Chicago, 1924; 
Ph. D. degree, Columbia University, 1933; 
L. H. D. degree, Russell Sage College, 1945; 
1924-33, vice principal and dean of girls, 
senior high school, San Bernardino, Calif., 
associate professor of psychology, professor 
and dean of women, Purdue University, 
1933-46; presently, national executive direc- 
tor, Girl Seouts of the United States of 
America, New York, N. Y. 

Graduate of John Marshall College, Rich- 
mond, Va.; 1946, U. S. Navy (rear admiral, 
retired); 1950 to present, consultant and 
financial adviser to the Messrs. Rockefeller, 
New York, N. Y. 

B. C. S. degree from New York University, 
New York, N. Y.; 1907-17, stock transfer 
agent, United States Steel Corp., New York, 
City; 1917-24, accounting, Johns-Manville 
Corp., Manville, N. J.; 1924-28, accounting, 
Peat, Marwick Mitchell Co., New York 
City; 1929-38, assistant treasurer, Johns- 
Manville Corp., New York City; 1938 to 
date, assistant vice president, United States 
Steel Co., Pittsburgh, Pa 





Active business connec- 
tions during period of 
employment 


Federal Reserve Bank of 
St. Louis, St. Louis, Mo. 


Self-employed, James B. 
Steep, consulting en- 
gineer, Detroit, Mich. 


Public Service Commis- 
sion of Wisconsin, Madi- 
son, Wis 


C. L. Stevens Co., consult- 
ing engineers, Baltimore, 
Md. 


J. P. Stevens Co., Ine., 
New York, N. Y 


Girl Seouts of the United 
States of America, New 
York, N. Y 


Consultant and financial 
adviser to the Messrs. 
Rockefeller, New York, 
N. Y. 


United States Steel C« 
Pittsburgh, Pa 








1628 


Wwoc’s AND GOVERNMENT ADVISORY 


GROUPS 


OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 


Type of appoint- 


Name 
- ment 


Sufrin, Sidney C 


(WOC). 
Switzer, Mary E .do 
Talmage, George E., Jr do 
Thompson, Richard P do 


Ticoulat, Gabriel J Deputy Adminis- 
tration for For- 
eign Coordina- 


tion (WOC). 


Tigges, H. L Consultant 
(Woc). 

Titus, Harvey L do 

Townsend, John R .do 


Consultant} 


Defense Mobilization from 


Starting and 
termination 
dates 


Dec. 


19 


, 1950- 


| July 8, 1951 


| 
| 
| 


| Apr. 


| 


| 


July 


Apr. 


Mar. 


June 
Jan. 


Oct. 
Apr. 


Nov. 
Apr. 


Apr. 


Nov. 


Jan. 
May 


1 


) 


26, 


“oO, 


10, 


24 


, 1952- 
, 1954 


1948- 
1950 


, 1951- | 
10, 


2952 


, 1951- 
, 1952 


, 1949- 
20, 


1951 


1950- 
1951 


1952- 
, 1954 


1947, the year National Security 


Total ex- 
penses paid | 
Jan. 1, 1953, 

to date of 
separation 


Statutory authority for 
employment 


| National Security Act of |_......._.__-- 
1947, as amended. | 


| 
| 
| 
| 


| i 


| 
| 
| 
| 
| | 
| 
| 
| 
| 


E. O. 10182, sec. 101 (a), | None paid 
dated Nov. 21, 1950. | 








| National Security Act of 
1947, as amended. 


E. O. 10182, sec. 101 (a), | ae 
dated Nov. 21, 1950. | 


710 (b) of Defense | 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950. | 


Sec. 


National Security Act of 
1947, as amended. 


pe 


E. O. 10182, sec. 101 (a), 


$53. 01 
dated Nov. 21, 1950. | 


onan RTO 





woc’s AND GOVERNMENT 


ADVISORY 


MOBILIZATION—Continued 
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Security Resources Board, Defense Production Administration, and Office of 


Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a _ consultant 


with the Manpower | 


Office and advised 
matters pertaining 
manpower. 


on 


Served as a consultant 
with the Health Re- 
sources Advisory Com- 
mittee. 


Served as a consultant 
with the Office of Trans- 
portation and Storage 
and advised on matters 
pertaining to transporta- 
tion. 

Served as a_ consultant 
with the Steel Task 
Foree and advised on 
matters pertaining 
steel. 


Served as Deputy Admin- 
istrator for International 


ters relating to materials 
allocation. 


with the production 
office and advised 


the machine tools area. 
Served as a consultant 

with the Materials Divi- 

sion and advised on mat- 
| ters pertaining to chemi- 
cals and rubber. 


Served as a consultant to 
the Director and advised 
on matters pertaining to 
conservation of materials. 





to | 


to | 


on | 





Problems and exercised | 
responsibility for acting | 
on all international mat- | 
and their production and | 


Served as a consultant | 


mobiliztion planning in | 


Education and experience 


Liberal arts degree, University of Pennsyl- 
vania, Philadelphia, Pa.; Ph. D. degree, 
University of Chicago and Ohio State Uni- 
versity; 1935, economist, Resettlement Ad- 
ministrator; 1935-40, instructor in economics, 
Ohio State University, Columbus, Ohio; 
1936-38, special consultant, Resettlement 
Administration; 1937-38, member of eco- 
nomic staff, International Labor Office, 
Geneva, Switzerland; 1938-39, Rockefeller 
traveling fellow (Western Europe); 1940-41, 
U. 8. Department of Labor; 1941-42, War 
Production Board; July 1942-November 
1945, U. S. Army (lieutenant colonel); 
October 1945-April 1946, Administrative 
Assistant, 
U. S. Embassy, London, England; June 
1946 to present, ae, Syracuse Uni- 
versity, Syracuse, N. Y. 

Graduated from Radcliffe College, Cambridge, 
Mass.; September 1922-August 1939, assist- 
ant to the Assistant Secretary, Treasury 
Department, Washington, D. C.; Septem- 
ber 1939 to present, director, Office of Voca- 
tional Rehabilitation, Federal Security 
Agency, Washington, D. C. 

Information not available 


M. B. A. degree, Harvard Graduate School 
of Business Administration; A. B. degree, 
Union College, Schenectady, N. Y.; June 
1935-August 1935, salesman, 


| Active 


Mission for Economic Affairs, | 


business connec- 
tions during period of 
employment 


Syracuse University, Syra- 
cuse, N. Y. 


Federal Security Agency, 
Washington, D.C. 


| Information not available. 


Bethlehem Steel Co., Beth- 
lehem, Pa. 





Beech-Nut | 


Packing Co., New York, N. Y.; 1935-36, | 


accountant, Fawnes Bro. & Co., Amster- 
dam, N. Y.; 1936-37, office manager, U. 8. 
Hoffman Machinery Co., Poughkeepsie, 
y. Y.; 1937 to date, commercial research 
department, Bethlehem Steel Co., Bethle- 
hem, Pa.; 1942-44, consultant, War Produc- 
tion Board, Washington, D. C. 


March 1917 to present, sales manager, Crown | 


Zellerbach Corp., San Francisco, Calif. 


1911-14, draftsman, Warner Manufacturing 
Co., Toledo, Ohio; April 1914 to present, 
executive vice president and sales manager, 
Baker Bros., Inc., Toledo, Ohio. 


A. B. degree, Harvard College, Cambridge, 
Mass.; April 1930-December 1945, Godfrey 
L. Cabot, Inc., Boston, Mass., and McAllen, 
Tex.; January 1946 to present, president, 


is. 

Degree in general science, Baltimore City 
College, Baltimore, Md.; degree in electrical 
engineering, Brooklyn ee Insti- 
tute; November 1914-16, Maryland Life 
Insurance Co., Baltimore, Md.; 1917-19, 
U.S. Army Ordnance, Aberdeen, Md.; Oct. 
1, 1919, to present, director, materials appli- 
cations engineering, Bell Telephone Labora- 
tories, Inc., Murray Hill, N. J. 


Crown Zellerbach Corp., 
San Francisco, Calif. 


Baker Bros., Inc., Toledo, 


Ohio. 


Carbon Black Export, Inc. 
New York, N. Y. 


Carbon Black Export, Inc., New York, | 
:y 


Bell Telephone Labora- 
tories, Inc., Murray Hill, 
N. J. 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


; Total ex- 
Starting and penses paid 


Type of appoint- Statutory authority for 


Name : termination : aa Jan. 1, 1953, 
ment dates employment to date of : 
separation i 
Turner, Lawrence C | Consultant! June 16,1949- | National Security Act of |............-. 
(wOc) July 21, 1950 1947, as amended. 
Turney, Jack R., Jr_-_- .do Apr. 12, 1948- ...do 
Mar. 17, 1950 
Turney, John R., Sr--. .do Mes 655 .do 
Unger, George N_-. .| Adviser (WOC).. | July 9, 1951 Sec. 710 (b) of Defense |.......-- 
July 1,1952 Production Act of 1950 
and sec. 101 (a) of 
E. 0.10182, dated Nov. 
21, 1950. | 
Vander Poel, Halsted__.. Consultant | July 31,1952- | National Security Act of (2) 
(woc) Mar. 15, 1953 1947 as amended. 
Veach, John B 7 do ‘ Oct. 1, 1950. do 4 ‘ diced Jedd dddtnwes 
Apr. 20,1951 
Von Herbulis, John W-.. do Apr. 5, 1950- do 
June 30, 1951 
Wagner, G, Corydon do ene eS ee 


Apr. 20, 1951 


Information not available. 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant in 
the Office of Transporta- 
tion and Storage and 
advised on matters per- 
taining to transportation 
and storage. 


Served as a _ consultant 
with the Transportation 
Task Group and advised 
as to the security aspects 
of the various phases of 
transportation 

do 


Served as an adviser in the 
Office of Program and 
Requirements, Materials 
Branch, and advised on 
matters pertaining to 
light metals. 

Served as a consultant 
with the National Secu- 
rity Council Staff and 
advised on matters per- 
taining to security prob- 
lems 


Served as a consultant 
with the Materials Office 
and advised on develop- 
ing mobilization plans 
for the lumber industry. 


Served as a consultant 
with the Transportation 
Office and advised on 
matters pertaining to 


transportation 


Served as a_ consultant 
with the Materials Office 
and advised on matters 
pertaining to mobiliza- 
tion plans for the lumber 
industry 


Education and experience 


B. B. A. degree, Tulane University, New Or- 
leans, La.; 1930-40, Swayne & Hoyt, Ltd., 
New Orleans, La.; 1940-42, president and 
owner, American Agencies, Ltd., New Or- 
leans, La.; January 1942-September 1942, 
operating manager, Hedger Steamship Co., 
New Orleans, La.; September 1942-June 
1944, chief, Research and Permit Section, 
Office of Defense Transportation, Washing- 
ton, D. C.; June 1944-47, Director, Inland 
Waterways and Waterways Transport, 
Office of Defense Transportation, Washing- 
ton, D. C.; January 1947 to present, presi- 
dent, the Great Lakes Towing Co., Cleve- 
land, Ohio, 


Turney, Carpenter & Turney, Washington, 


D. C., (no other information available 


LL. B. degree, Vanderbilt University; 1917-33, 
vice president in charge of traffic and law, 
St. Louis Southwestern Ry. Lines; 1925-33, 
member, law firm, Carter, Jones & Turney, 
St. Louis, Mo.; 1933-35, director of section of 
transportation; 1935 to present, general prac- 
tice of law; since 1940, member of law firm, 
Turney, Carpenter & Turney, Washington, 
D.C. 

B. S. in chemical engineering, Purdue Uni- 
versity, West Lafayette, Ind.; 1942-43, con- 
sultant, War Department, Washington, 
D. C.; 1925 to date, sales statistician, Alu- 
minum Company of America, Pittsburgh, 
Pa. 

B. S. degree, Yale University; 1935-April 
1941, Linde Air Products Co., Newark, 
N. J.; 1941-46, U. S. Navy; March 1946- 
June 1946, trainee, Bakelite Corp., New 
York, and New Jersey; February 1947- 
August 1948, administrative assistant for 
personnel, Presbyterian Hospital, New 
York, N. Y.; September 1948-June 1951, 
Economie Cooperation Administration, 
Washington, D. C.; June 1951-November 
1951, international economist, Department 
of State, Washington, D. C.; November 
1951-July 1952, consultant, National Secu- 
rity Resources Board, Washington, D. C 

A. B. degree, Yale University, New Haven, 
Conn.; November 1942-September 1945, 
U.S. Navy, Deputy Coordinator for Lum- 
ber; 1935 to date, president, Bemis Hard- 
wood Lumber Co., Robbinsville, N. C.; 
1945 to date, president, Hardwood Corpora- 
tion of America, Asheville, N. C.; 1946 to 
date, president, Veach-May-Wilson, Inc., 
Aleoa, Tenn.; 1948 to date, president, Wil- 
liams-Brownell, Inc., Asheville, N. C 

B. 8. degree, Georgetown University, Wash- 
ington, D. C.; February 1946-October 1947, 
executive, Moran Towing Corp., New York 
City; October 1947 to date, vice president, 
Seaboard Shipping Corp., New York City, 
N. Y 

Degree in general science, Yale University, 
and attended Yale School of Forestry; 1919 
to present, vice president and treasurer, 
St. Paul & Tacoma Lumber Co., Tacoma, 
Wash 


Active business connec- 
tions during period of 
employment 


The Great Lakes Towing 
Co., Cleveland, Ohio. 


Turney, Carpenter & 


Turney, Washington, 
D.C 


Do 


Aluminum Company of 


America, Pittsburgh, Pa 


None 


Hardwood Corporation of 
America, Asheville, 
N. C., Bemis Hardwood 
Lumber Co., Robbins- 
ville, N. C.; Veach-May- 
Wilson, Inc., Alcoa, 
Tenn.; Williams-Brow? 
ell, Inc., Asheville, N. ¢ 


Seaboard Shipping Corp., 


n 
New York, N. ¥ 


St. Paul & Tacoma Lum- 
ber Co., Tacoma, Wash 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from 1947, the year National Security 


| Total ex- 
| penses paid 
Jan. 1, 1953, | 
to date of 
| separation | 


Starting and 
termination 
dates 


Statutory authority for 
employment 


Type of appoint- 


Name ment 





Walsh, Edward J. Consultant | Nov. 9,1954-| E. O. 10182, sec. 101 (a), $1, 002. 15 
(WOC). | Feb. 9, 1955 | dated Nov. 21, 1950. 


| 
| 
| 


See. 710 (b) of Defense None paid 
Production Act of 1950 | 
and sec. 101 (a) of E. O. 
19182, dated Nov. 21, 

| 1950. | 


Wardle, Robert, Jr Specialist (electric | . 12,1951- 
power) (WOC). 22, 1953 
| 8, 1948- 

. 20,1951 


| 
| 
| 
| 


Warren, John E........-.| Consultant 22,1954- | E. O. 10182, see. 101 (a), 
(WwOoc) 31,1955 | dated Nov. 21, 1950 


.| Assistant to the | 11,1951- | See. 710 (b) of Defense 

| Administrator | 19, 1952 Production Act of 1950 

(WOC). and sec. 101 (a) of E. O. | 
10182 dated Nov. 21, 
1950. 


Watts, W. Walter_.__- 


Weikel, Charles H.__...| Consultant 4,1951- | E. O. 10182, sec. 101 (a), 
| (WOC). 10, 1952 dated Nov. 21, 1950. 


Weinberg, Sidney J.._...| Special assistant 21, 1950- 
to the Director 2, 1952 
(Wwoc). 


Weiss, Samuel Consultant} 4, 1950- | National Security Act of 
(WOC). 7, 1951 1947 as amended. 


Weldon, Joseph M ait pee. 21,1951- | E. O. 10182, sec. 101 (a), 
29,1951 | dated Nov. 21, 1950. 


West, Julian M_.... | aie , 21, 1954- 
| | 31, 1955 


Whitaker, Howard_._---}.-..-- 1, 1950- National Security Act of 


20,1951 | 1947 as amended. 
| 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant 
with the Assistant Di- 
rector for Manpower and 
advised on matters per- 
taining to the Executive 
reserve program. 


Served 
gram and Requirements 


pertaining to power and 
utilities. 
Served as a _ consultant 


mittee on Energy Sup- 
icy and advised on mat- 


gas. 


Administrator, 
pertaining to 
tion. 


with the Steel 
Force and advised on 
matters 
steel. 


zation. 


Served as a_ consultant 
with the Office of Pro- 
gram and Requirements 
and advised on matters 
pertaining to solid fuels. 


Servea as 
with the Steel Task 


matters pertaining to 
steel. 
| Served as a consultant with 


the Science Advisory 


on the 
Capabilities Panel. 


Served as a consultant with 
the Program and Re- 
quirements Office, Mate- 
rials Division, and ad- 
vised on matters per- 
taining to materials. 





as a consultant | 
with the Office of Pro- | 


and advised on matters | 


with the Cabinet Com- | 
plies and Resources Pol- | 


ters pertaining to oil and | 


Served as assistant to the | 
DPA, | 
and advised on matters | 
produc- | 


| Served as a consultant | 
Task | 
pertaining to | 
| Served as a special assist- | 


ant to the Director of | 
Office of Defense Mobili- | 


a consultant | 


Force and advised on | 


Committee, and served | 
Technological | 


| 


Education and experience 


B. 8S. degree in engineering, U. S. Naval 
Academy; January 1922-October 1939, 
Association of Army and Navy Stores, Inc., 
New York City; October 1939-January 1941, 
American Safety Razor Corp., Brooklyn, 
N. Y.; January 1941-January 1944, Brewster 
Aeronautical Corp., Long Island, N. Y.; 
January 1944-March 1944, Fairchild Avia- 
tion, Farmingdale, N. Y.; March 1944 to 
present, Manager, personnel services, Gen- 
eral Foods Corp., White Plains, N. Y. 

B. 8. degree, Georgia Institute of Technology; 
1941-46, U. S. Army (lieutenant colonel); 
1934 to present, assistant to vice president 
and general manager, Georgia Power Co., 
Atlanta, Ga. 


Degree in geology, University of Washington; 
February 1925-February 1926, U. S. Geo- 
logical Survey, Casper, Wyo.; February 
1926-October 1934, district superintendent, 
Continental Oil Co., Ponca City, Okla.; 
October 1934-April 1952, self-employed, 
Carl B. King Drilling Co., and King, 
Warren & Dye, Midland, Tex.; April 1952- 
July 1953, Deputy Administrator for Petro- 
leum, Department of Interior, Washington, 
D. C.; January 1954 to present, vice presi- 
dent, National City Bank, New York City. 

Attended Chicago Telegraph Institute, 1923- 
26; 1940-42, Montgomery Ward & Co., 
Chicago, Ill.; 1942-46, vice president, Win- 
charger Corp., Sioux City, Iowa; 1946 to 
present, vice president, Radio Corporation 
of America, Camden, N. J. 

Attended Lehigh University, Bethlehem, 
Pa.; 1912 to present, Bethlehem Steel Co., 
Bethlehem, Pa. 


Attended Browne’s Business College, 1907: 
1907 to present, partner, Goldman, Sachs 
& Co., investment bankers, New York, 
N. Y.; 1941-August 1944, special consultant, 
War Production Board, Washington, D. C. 

Degree in civil engineering from Cornell Uni- 
versity; 1913-14, civil engineer, Otis Steel 
Co., Cleveland, Ohio; 1914-41, sales work, 
Semet-Solvay Co., New York, N. Y.; 1941- 
45, U. 8S. Government, WPB, OPA, and 
Interior Department, Washington, D. C.; 
1945 to date, executive secretary, American 
Coke and Coal Chemicals Institute, Wash- 
ington, D. C. 

Attended Columbia University; July 1927 to 
present, assistant to the vice president, the 
International Nickel Co., Inc., New York, 
N. Y.; July 1941-November 1945, U. 8. 
Navy (captain). 

Degree in engineering, U. S. Military Acad- 
emy; June 1927-February 1930, U. S. Army; 
February 1930 to present, director of mili- 
tary systems engineering, Bell Telephone 
Laboratories, Whippany, N. J., October 
1943—-Septem ber 1945; August 1954 to present, 
consultant, Department of the Army, 
Washington, D. C. 

B.S. and M. Se. degrees, Massachusetts Insti- 
tute of Technology; 1925 to present, presi- 
dent, Mead Corp., Dayton, Ohio; 1942-43, 
Deputy Director, Pulp and Paper Division, 
War Production Board, Washington, D. C.; 
1948-49, Director, Pulp and Paper Branch, 
ECA, Washington, D. C. 


67271—56— pt. 329 


Active business 
tions during 
employment 


connec- 
period of 


General Foods Corp., 
White Plains, N. Y. 


Georgia Power Co., At- 


lanta, Ga. 


National City Bank, New 
York, N. Y. 


Radio Corporation of 
America, Camden, N. J. 


Bethlehem Steel Co., Beth- 
lehem, Pa. 


Goldman, Sachs & Co., 
New York, N. Y. 


American Coke and Coal 
Chemicals Institute, 
Washington, D. C. 


The International Nicke 
Co., Ine., New York, 
N. Y. 


Bell Telephone Labora- 
tories, Whippany, N. J 


Mead 
Ohio. 


Corp., Dayton, 
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employees who served on a 


Defense Mobilization from 


Name Type of appoint- 
I 


ment 
Whiting, John T Consultant 
(woc) 
Wilkin, Robert N do 


Assistant to Dep- 
uty Administra- 
tor for Programs 
and Require- 
ments (WOC). 
‘onstruction an- 
alyst (WOC), 


Williams, James A 


~ 


Wilmot, Robert E 


Wilson, George P., Jr Consultant 
(woc 

Wilson, Lee C do 

Winne, Harry A .do 

Wolcott, Robert W _do.. 

Wolf, Ralph F do 


Star 
terr 


ting and 
nination 
dates 


June 5, 1951 
Apr. 2, 1952 
Oct. 20, 1954 
Jan. 31, 1955 
June 23, 1952 
Dec. 31, 1953 
Nov, 28, 1951 
Apr. 4, 1952 
June 12, 1950 
Apr. 20, 1951 
Nov. 12, 1949- | 
Apr. 20, 1951 
June 14, 1951- 
Nov. 20, 1953 
Aug. 30, 1951- 
Jan. 10,1952 
Apr. 11, 1951- 
Sept. 19, 1952 


ADVISORY GROUPS 


OFFICE OF DEFENSE 


WOC basis with the National 
1947, the year National Security 


Total ex- 
penses paid 
Jan. 1, 1953, 

to date of 
separation 


Statutory authority for 
employment 


E. O. 10182, sec. 10) 
dated Nov. 21, 1950. 


(a), 


do 


None paid 


Sec. 710 (b) of Defense $1. 203. 45 
Production Act of 1950 

and sec. 101 (a) of E. O. 

10182, dated Nov. 21, 

1950, 


do 


| National Security Act of 
1947 as amended. | 


do 


101 
1950. 


E. O. 10182, sec. 
dated Nov. 21, 


(a), None paid 


-@.. 


See. 710 (s) of Defense 
Production Act of 1950 
and sec. 101 (a) of E. O. 
10182, dated Nov. 21, 
1950, 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a consultant with 
the Steel Task Force and 
advised on matters per- 
taining to steel. 

Served as a consultant with 

| the Cabinet Committee 


| Resources Policy, Task 


Force Committee, and 
served as a public mem- 
ber. 


Served as assistant to Dep- 


uty Administrator for 
program and _ require- 
ments. 


Served as a construction 

|} analyst with the Office 
of Program and Require- 
ments and reviewed ap- 
plications for allotments 
of CMP materials, par- 
ticularly steel. 

Served as aeonsultant with 

| the Materials Office and 

advised on matters per- 

taining to steel. 





| Served as a consultant with 
NSRB and DPA and 
advised on mobilization 

| planning, concerning 

| foundry equipment and 
foundry supplies. 


Served as a member of the 


Committee on Special- 
ized Personnel in the 
Office of the Assistant 


Director for Manpower. 
Served as a_ consultant 
with the Steel Survey 
Group and advised on 
matters pertaining to 
steel, 

Served as a consultant in 
the Production Division, 
Materials Branch, and 
advised on matters per- 
taining to rubber require- 
ments. 


on Energy Supplies and | 


Education and experience 


May 23, 1943—-March 1944, Director, Steel Divi- 
sion, War Production Board, Washington, 
D. C.; Jan. 1, 1932, to present, executive, 
Alan Wood Steel Co., Conshohocken, Pa. 

Law degree, Law School, University of Vir- 
ginia; June 1939 to present, United States 
district judge, United States of America, 
Washington, D. C. 


March 1924 to present, division manager, 
New England Telephone & Telegraph Co., 
Boston, Mass. 


A. B. degree, Dartmouth College, 1934; 1934 
to present, salesman, Bethlehem Steel Co., 
Bethlehem, Pa. 


Attended Ohio State University, Columbus, 
Ohio, 1922; 1926-28, Koppers Construction 
Co., Pittsburgh, Pa.; 1928-40, foreman, 
Philadelphia Coke Co., Philadelphia, Pa.; 
1941-44, contract engineer, Koppers Co., 
Inc., engineering and construction division, 
Pittsburgh, Pa.; March 1944-July 1944, 
assistant general Manager, Lone Star Steel 
Co., Daingerfield, Tex.; July 1944 to present, 
manager, control section, Koppers Co., Inc., 
engineering and construction division, Pitts- 
burgh, Pa. 

B. A. degree, Shefield Scientific School, Yale 
University, New Haven, Conn.; 1917-20, 
assistant to vice president and general sales 
manager, Chain Belt Co., Milwaukee, Wis.; 
1920-28, vice president and general manager, 
Federal Malleable Co., West Allis, Wis.; 
1928-30, assistant to president, Interstate 
Iron & Steel Co., Chicago, Ill.; 1930-31, 
assistant plant manager, American Chain 
Co., York, Pa., 1931-45, general manager, 
Reading steel casting division, American 
Chain & Cable Co., Reading, Pa.; 1945 to 
present, sales representative, Ross-Meehan 
Foundries, Chattanooga, Tenn.; Kencroft 
Malleable Co., Buffalo, N. Y Lumen 
Bearing Co., Buffalo, N. Y.; Ajax Metal 
Co., Philadelphia, Pa. 

Degree in electrical engineering, Syracuse 
University; July 25, 1910, to date, vice presi- 
dent, engineering, General Electrie Co., 
Schenectady, N. Y. 


Attended Lehigh University, Bethlehem Uni- 
versity, Bethlehem, Pa.; 1919-21, salesman, 
Bethlehem Fabricators, Bethlehem, Pa.; 
1921 to date, president and chairman of the 
board, Lokens Steel Co., Coatesville, Pa 


B. S. degree in chemical engineering, Catholic 
University, Washington, D. C.; June 1932 
September 1940, B. F. Goodrich Co., Akron, 
Ohio, and Ontario, Canada; September 
1940-August 1941, Standard Oil Develop- 
ment Co., Flizabeth, N. J.; August 1943 


September 1943, Assistant Chief and Chief, 
Synthetic Rubber Section of OPM and 
W PB, Washington, D. C.; September 1943 
October 1945, assistant factory manager, 
Polson Rubber Co., Garretsville, Ohio; 
October 1945-January 1948, technical direc- 
tor, Harwick Standard Chemical Co., 
Akron, Ohio; January 1948 to present, man- 
ager, compound research, Columbia chem- 
ical division, Pittsburgh Plate 
Barberton, Ohio 


Glass Co., 


Active business 
tions during 
empioyment 


connec- 
period of 


Alan Wood Steel Co., 
Conshohocken, Pa. 
United States district 


judge, northern district 
of Ohio. 


New England Telephone 
& Telegraph Co., Boston, 
Mass. 


Bethlehem Steel Co., Beth- 
lehem, Pa 
Koppers Co., Inec., Engi- 


neering and construction 
division, Pittsburgh, Pa 


Ross-Meehan Foundries, 
Chattangooga, Tenn.; 
Kencroft Malleable Co., 
Buffalo, N. Y.; Lumen 
Bearing Co., Buffalo, 
N. Y.; Ajax Metal Co., 
Philadelphia, Pa 


General Electric Co., 
Schenectady, N. Y. 


Lokens Steel Co., Coates- 


ville, Pa 


Pittsburgh Plate Glass Co., 
Barberton, Ohio 
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OFFICE OF DEFENSE 


List of all inactive employees who served on a WOC basis with the National 
Defense Mobilization from i947, the year National Security 


Total ex- 


i | penses paid 
Statutory authority for an. 1, 1953, 


employment to date of 
separation 


Starting and 
termination 
dates 


ea Type of appoint- | 
Name ment | 
a 


Wolfe, Kenneth B- A Member, Advi- | May 16,1952- | E. O. 10182, sec. 101 (a), None paid 
sory Committee | Mar. 31, 1953 dated Nov. 21, 1950. 
on Production 
Equipment 
(woc). 
Woodward, Robert D_.-| Iron and steel re- 23,1951- | Sec. 710 (b) of Defense None paid 
quirements offi- 31, 1953 Production Act of 1950 
cer (WOC). | and sec. 101 (a) of E. O. | 
| 10182, dated Nov. 21, | 
1950. 
11, 1951- | E. O. 10182, sec. 101 (a), 
. 29, 1951 dated Nov. 21, 1950. 
Wylie, Robert H-.---- Consultant! 8,1951- | Nationa] Security Act of 
(WOoc). 30, 1951 1947, as amended. 


| 


Wysor, R. J- amelie : mes seed June 
| Dee. 





Young, Vertrees..-...... Oct. 1, 1950- 
Apr. 20, 1951 
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Security Resources Board, Defense Production Administration, and Office of 
Resources Board was established, to July 15, 1955—Continued 


Nature of services 
performed 


Served as a member of the 
Advisory Committee on 
Production Equipment. 


Served as iron and steel 
requirements officer, 
with the Assistant Di- 
rector for Production Re- 
quirements and Pro- 
grams. 


Served as a 
with the Office of Pro- 
gram and Requirements, 
Industrial Resources Di- 
vision, and advised on 
matters pertaining to 
transportation. 

Served as a consultant 


with the special assist- | 


ants of NSRB and ad- 
vised on matters per- 
taining to scrap metal. 


Served as a consultant 
with the Materials Di- 
vision and advised on 
matters pertaining to the 
mobilization plans for 
the pulp, paper, and 
paperboard industry. 


consultant | 


Education and experience 


Graduate of U. S. School of Military Aero- 
nautics, Berkeley, Calif., 1918; January 1918- 
June 3, 1951, U.S. Air Force (lieutenant gen- 
eral); 1951 to present, Oerlikon Tool & Iron 
Corporation of America, Washington, D.C. 

B. A. degree, Harvard College, Cambridge, 
Mass., 1937; July 1937 to present, economic 
analyst, Bethlehem Steel Co., Bethlehem, 


Pa. 


1917-18, attended Virginia Military Institute, 
Lexington, Va.; September 1918-February 
1947, U. S. Army; January 1947 to present, 
port manager, Board of State Harbor Com- 
missioners for San Francisco Harbor, San 
Francisco, Calif. 


B. S. degree, Virginia Polytechnic Institute, 
Blacksburg, Va.; attended Alexander Ham- 
ilton Business School, New York City; 
1912-25, assistant general manager, Johns- 
town, Pa.; 1925-30, corporation genera] man- 
ager, Jones & Laughlin Steel, Pittsburgh, 
Pa.; 1930-45, president, Republic Steel 
Corp., Cleveland, Ohio; 1945-46, United 
States military government, Berlin, Ger- 
many; 1946-47, consultant, Republic Steel 

Corp., various South American countries; 
July 1947-March 1948, Overseas Consultants, 
Inc., Tokyo, China, and Philippines; 
March 1948-June 1948, special consultant, 
Republic Steel Corp., Cleveland, Ohio. 

B.S. degree, Trinity College, Hartford, Conn.; 
degree in mechanical engineering, Massa- 
chusetts Institute of Technology, Boston, Mass. 
June 1916-Aug. 1916, Verona Tool Works, 
Verona, Pa.; September 1916-January 1920, 
Aluminum Company of America, New 
Kensington, Pa.; January 1920 to present, 
executive vice president and manager of mill 
division, Gaylord Container Corp., St. 
Louis, Mo. 


. Bethlehem 


Active business 
tions during 
employment 


connec- 
period of 


Oerlikon Tool & Iron Cor- 
poration of America, 
Washington, D.C. 


Steel Co., 
Bethlehem, Pa. 


Board of State Harbor 
Commissioners for San 
Francisco Harbor, San 
Francisco, Calif. 


None. 


Gaylord Container Corp., 
St. Louis, Mo. 
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FRIDAY, NOVEMBER 4, 1955 


Howse or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
(COMMITTEE ON THE .J UDICIARY, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:30 a. m., In room 
346, Old House Office Building, Hon. Byron G. Rogers presiding. 

Present : Representatives Rogers and Keating. 

Also present : Herbert N. Maletz, chief counsel; Kenneth R. Harkins, 
cocounsel, Thomas H. McGrail, assistant counsel, and William W. 
Milligan, assistant counsel of the subcommittee. 


Mr. 


Rogers. The committee will come to order. 


The first witness we have is Mr. Frederick Franklin. 


TESTIMONY OF FREDERICK F. FRANKLIN, OLMSTED FALLS, OHIO, 


ACCOMPANIED BY HORACE G. HITCHCOCK, COUNSEL 


Are you Mr. Franklin? 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


FRANKLIN. Yes. 
Rogers. Is the gentleman to your left with you / 
FRANKLIN. That is right. 
Hircucock. I am one of the attorneys for the Vanadium Corp. 
Rocers. What is your name? 
Hircucock. My name is Hitchcock. 
Rocers. And your first name? 
Hireucock. Horace. 
Rocers. And what is your address / 
Hirencock. 25 Broadway, New York City. 
Rocers. And you want to be here to advise the witness ? 
Hrrencock. I am in an advisory capacity: yes. 
Rocers. You have that privilege. 
Hirencock. Thank you. 
McGratn. And you are with a New York law firm ? 
Hirencock. Yes; Chadbourne, Parke, Whiteside, Wolff & 


Brophy. 


Mr. 


McGrait. Mr. Franklin, would you state your full name and 


address, please ? 


Mr. 


FRANKLIN. My name is Frederick F. Franklin. My home 


address is 7529 Division Street, Olmsted Falls, Ohio. My business 
address is 1440 Union Commerce Building, Cleveland, Ohio. 


Mr. 
Mr. 


McGratt. And what is your present occupation and position ? 
FRANKLIN. My position is Cleveland district manager, Vana- 


dium Corporation of America. 


1639 
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Mr. McGratt. How long have you been with Vanadium ? 

Mr. FraNKLIN. Since October of 1952. 

Mr. McGratu. October 19524 

Mr. FRANKLIN. That is right. . 

Mr. McGraw. Were you a salaried employee of the Department of 
Commerce back in 1951-52? 

Mr. FRaNKLIN. Yes, sir; I was. 

Mr. McGrat. During what period of time? 

Mr. Frankuin. From March of 1951 until October 1952. 

Mr. McGratn. Until October 20, was it? 

Mr. Frankuin. No, sir; I believe it was October 16 or 17 of 1952. 

Mr. McGrait. And what positions did you hold in the Department 
of Commerce ? 

Mr. Franxurn. Commodity analyst, Chief of the Ferro Alloy Sec- 
tion, Assistant Chief of the Ferro Alloys and Metals Branch, and, 
lastly, Chief of the Ferro Alloys Branch. 

Mr. McGrait. Do you recall the dates you held those respective 
positions ¢ 

Mr. Franxutn. To the best of my memory, I was appointed Chief 
of the Ferro Alloys Section in May of 1951. 

Mr. McGrait. Mr. Franklin, perhaps if I were to read a Depart- 
ment of Commerce record you might be able to confirm the dates they 
have listed: 

Assistant Cnief, Ferro Alloys Branch, from October—I am sorry, 
I do not have the list when you were a salaried employee, but I will 
read the positions you held, and the dates, while you were a WOC: 

Assistant Chief, Ferro Alloys Branch, October 20, 1952, to March 
12, 1953. Is that correct ? 

Mr. Franxurn. Well, I was under the impression, Mr. McGrail, that 
I was Chief of the Ferro Alloys Branch from about the 1st of De- 
cember until I left there, but you have evidently an official record. It 
does not correspond at all with my memory. 

Mr. McGrait. Your memory is that when you became a WOC there, 
on October 20, you were Assistant Chief, but then, in December, you 
became the Chief of the Section ? 

Mr. Franxurn. Chief of the Branch. 

Mr. McGraw. Of the Branch? 

Mr. Franxuin. That is right. 

Mr. McGratn. That is 1952? 

Mr. Frankurn. That is right. 

Mr. McGraw. The Department records indicate you were Chief of 
the Ferro Alloys Branch from March 13, although you say Decem- 
ber—March 13, 1952, to May 17—March 13, 1953, to May 17, 1953. 
Was May 17, 1953, the end of your tour asa WOC? 

Mr. Franxiin. No, sir. My tour ended on April 10, 1953, which 
was my last day in the position of Chief of the Branch of NPA. 

Mr. McGraw. And after that you became an adviser? 

Mr. Franxuin. Yes; that is right. 

Mr. McGrain. And this was in the National Production Authority 
of the Department of Commerce; is that correct ? 

Mr. Franxurn. That is right. 

Mr. Maerz. I might say, Mr. Franklin, that there have been a 
number of instances where the list.provided the subcommittee by the 
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Department of Commerce has not been precise, so your recollection 
might be much more accurate than the date indicated on this list itself. 

Mr. Franky. Well, as my memory serves me, I am referring to 
the dates upon which I began operating in those various positions; the 
personnel actions were usually quite far behind. 

Mr. McGraw. Going back to the period just before your appoint- 
ment as a WOC, when you were a salaried employee of NPA, what 
was your position at that point ¢ ¢ 

Mr. Franxurn. Assistant Chief of the Ferro Alloys Branch. 

Mr. McGait. And then when you were appointed as a WOC, what 
position did you hold? 

Mr. Franxurn. Assistant Chief of the Ferro Alloys Branch. 

Mr. McGraw. And your final date as a salaried employee was Octo- 
ber 16 of 1952? 

Mr. Franky. Yes, sir. 

Mr. McGram. And the following day you began to serve as a WOC 

that correct ? 

Mr. Franxuin. That is right. 

Mr. McGraw. And when did your employment with the Vanadium 
Corp. start; on that date ? 

Mr. Frank. Yes, sir. 

Mr. McGrat. So the duties you held as a salaried employee just 
before you become a WOC, and then the duties you held as a WOC, 
were the same; is that correct ? 

Mr. FRankuin. Yes, sir. 

Mr. McGrart. And you were in the same office? 

Mr. Franxuiin. Yes, sir; up until the time I was made Chief of the 
Branch. 

Mr. McGrait. What were your duties as Assistant Chief of the 
Branch? 

Mr. Frankutn. As Assistant Chief, I acted as Chief in the absence 
of the man who was the head of the Branch. I also aided him in per- 
forming administrative duties, particularly with reference to the 
functions for which we had been set up, that is, the allocation of cer- 
tain elements under order M-80. 

Mr. McGrart. Which were the elements ? 

Mr. Franxutin. The elements under strict allocation were nickel, 
molybdenum, tungsten, cobalt, and columbium. 

Mr. McGraw. Mr. Franklin, who arranged your resignation as a 
salaried employee and your appointment as a WOC ? 

Mr. Franxkuin. Well, I discussed the matter with the Director of 
the Iron and Steel Division, of which our Branch was a part, and 
also with the administrative officer for it. 

Mr. McGrart. Who was the Director of the Iron and Steel Division ? 

Mr. Franxuin. At the time of the transfer, it was John Timber- 
lake, of J. & L., Jones & Laughlin. The administrative officer was Tom 
Leckenby. 

Mr. McGratt. And who approved your transfer in status? 

Mr. Franxurn. Well, the Director of the Iron and Steel Division, 
of course, and the administrative officer, and the Assistant Secretary 
of the Department of Commerce. 

Mr. Keatinc. Who was the Assistant Secret: ry? 

Mr. Franxurn. Clarence Osthagan. 
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Mr. Krearine. How do you spell that last name / 

Mr. Frankurn. QO-s-t-h-a-g-a-n. 

Mr. McGraim. Mr. Franklin, are you acquainted with the fact that 
some time ago your corporation supplied the subcommittee with a 
number of documents from its files? 

Mr. Frankuin. Yes. 

Mr. McGrait. Pertaining to the period when you were a WOC ‘4 

Mr. Frankurn. Yes, sir. 

Mr. McGrait. And do you have copies of those documents, or the 
originals, with you? 

Mr. Franxurn. I have copies of them. 

Mr. McGrai. Would you refer to four letters? One is dated Octo- 
ber 16, 1952—— 

Mr. Keating. Before you go into that, let me ask this, Mr. Chair- 
man: 

At the time of your transfer from the status of a salaried employee 
to a WOC, did you have any conversations at all with Mr. Charles 
Sawyer, the Secretary of Commerce, at that time ? 

Mr. Franxury. No, sir; I never had the pleasure of meeting Mr. 
Saw yer. 

I am sorry—will you identify that paper again ? 

Mr. McGran. First let me ask you this: You had been employed by 
the Vanadium Corp. before you became a salaried employee of NPA? 

Mr. Frankuin. Yes, sir: that is right. 

Mr. McGram. And at some point while you were a salaried em- 
ployee, you contacted the corporation again, I presume, and sought 
mae ment by them ? 

Mr. Frankuin. I contacted the Vanadium Corp., as well as cer- 
tain other companies, pertaining to employment. 

Mr. McGratt. And was there any particular reason why at this time 
you sought to be relieved from NPA as a salaried employee ? 

Mr. Frankuin. Yes, sir. I felt that I should have been made Chief 
of the Branch at an earlier date, and I was very disappointed when I 
was not made Chief of the Branch, and therefore determined to return 
to industry and resume my career rather than in the Government. 

Mr. McGrait. And was it also true that the activities of NPA were 
subsiding to some extent at that period of time? 

Mr. Frankurn. Well, that is right. Production had been brought 
up to the point where we felt the purpose for which NPA had been set 
up probably was coming to an end. 

Mr. McGraw. And so you were interested in returning to private 
industry at that time ? 

Mr. Frankurn. Yes, sir: that is right. 

Mr. McGrat.. The first document vou referred to is a letter dated 
October 16, 1952, addressed to Mr. Gus Laub, from you. And the 
second is dated October 20, 1952, addressed to you from the vice 
president ? 

Mr. Franxurn. Yes, sir. 

Mr. McGrat. There is a third one, dated October 20 also, a memo- 
randum to you, I believe. from G. L. The first one is very brief, Mr. 
Chairman, and T would like to read it, if T may. 

Mr. Rogers. Go ahead. 
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Mr. McGrait (reading) : 

Dear Mr. Laus: This is to inform you that I have resigned from Government 
payroll October 16, 1952. Will you please have the cashier send me $150 against 
company expenses, Which I expect to incur in the very near future. 

Mr. Rogers. Who signed that letter / 

Mr. McGraiv. It was signed “Sincerely, F. F. Franklin.” 

Mr. Rogers. Is that the witness here / 

Mr. McGrai. Is that your signature / 

Mr. Frankuin. Yes, sir. 

Mr. McGrait. And who was Mr. Gus Laub ? 

Mr. Frankurn. Mr. Laub is vice president in charge of sales, Vana- 
dium Corporation of America. 

Mr. McGrait. Was he your superior in the corporation ¢ 

Mr. Frankuin. Yes, sir. 

Mr. McGrait. And the second letter, October 20, is that addressed 
to you from Mr. Laub? 

Mr. Frankuin. You are referring to the one that starts out: “This is 
to inform you that in accordance with your letter” ? 

Mr. McGratn. Yes. 

Mr. Frankuin. Yes: that is from me to Mr. Laub. 

Mr. McGraw. In thé second paragraph—which is as follows: 

Your salary, as previously agreed upon, will be on the basis of— 


and in this letter the amount is deleted-— 


per year. 


And the salary was at least $10,000, wasn’t it, Mr. Franklin ? 


Mr. Frankuin. Yes, sir: it was more than $10,000. 

Mr. McGrart. That was the minimum requirement for a WOC, 
believe ? 

Mr. Frankuin. Yes, sir. 

Mr. McGrairt. And the letter continued : 

And during your stay at Washington as WOC in the capacity of Chief of the 
Ferro Alloys Branch, Iron and Steel Division (or as Acting Chief until Mr. Nor- 
wood resigns and your papers have been cleared) you will be allowed expenses 
in amount of $300 per month, which will be forwarded to you regularly. 

Was it the case, Mr. Franklin, that Mr. Laub had arranged 
with NPA for your appointment as the Chief of the Ferro Alloys 
Branch after the then incumbent resigned ? 

Mr. Franxury. Mr. Laub had arranged it, did you say ? 

Mr. McGrat. Yes. 

Mr. Frankuin. Yes, sir; to the best of my knowledge, the arrange- 
ment was made between Mr. Laub and the officials of NPA. 

Mr. Maerz. Was the Vanadium Co. asked by NPA to supply a per- 
son, an employee of Vanadium Corp., to the Government ? 

Mr. Franky. Yes, sir; that is right. The Vanadium Corp. was 
asked by the NPA to supply a man to serve here, about the same time 
that I started looking for a job to return to industry. 

Mr. Maerz. As I get the picture, you were with Vanadium Corp. 
originally / 

Mr. Frankuin. Yes, sir. 

Mr. Marerz. And then you came to work for the Government, and 
you resigned from the Vanadium Corp. / 
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Mr. Frankuin. Yes. 

Mr. Maerz. And then you were rather dissatisfied at NPA, and 
you secured a position again with the Vanadium Corp., but you con- 
tinued to work for NPA as a WOC, performing precisely the same 
duties as you had been performing as a salaried employ ee? Does that 
state the situation correctly ¢ 

Mr. FRANKLIN. Yes, sir. 

Mr. Maerz. Thank you. 

Mr. McGraw. Mr. Franklin, when you were a WOC, as Chief 
of the Ferro Alloys Branch, who was your next superior ? 

Mr. Franxury. The Director of the Iron and Steel Division. 

Mr. McGrait. And who was his superior ¢ 

Mr. Frankxuin. The head of the Bureau, the Metals Bureau. 

Mr. McGrait. Minerals and Metals Bureau ¢ 

Mr. Franxkuin. Yes, sir; that is right, Minerals and Metals Bureau. 

Mr. McGraw. The other document I referred to is dated October 
20, 1952, addressed to you, initialed by G. L. Was that sent to you by 
Vice President Laub ¢ 

Mr. Franky. Did you say the 29th? 

Mr. Rocers. October 20. Apparently there are two letters he is 
referring to. . 

Mr. Frankuin. Yes, that is right. 

Mr. McGratt. And in that letter Mr. Laub notes that it has been 
agreed that you would receive an expense allowance of $300 per month ; 
is that correct ? 

Mr. Frankutn. Well, he said I would be allowed expenses in the 
amount of $300 per month; yes, sir. 

Mr. Maerz. That would be over and above the compensation which 
you would be receiving from the Vanadium Co. ? 

Mr. Frankuin. That was over and above my salary ; yes, sir. 

Mr. Marerz. Let me ask you this, sir. Did you, in addition, ob- 
tain a per diem from NPA? 

Mr. Franxkuin. No, sir. 

Mr. Maerz. Was that because you were living here in Washington ? 

Mr. Franky. Yes, sir. 

And also, the Vanadium Corp. took care of all my expenses after I 
became an employee. 

Mr. Maerz. I see. 

In other words, you did not receive a per diem in lieu of subsistence 
from NPA? 

Mr. Frankuin. No, sir. 

Mr. McGraw. But your residence was Washington, D. C., was it 
not ¢ 

Mr. Frankuin. Hyattsville, Md. 

Mr. MceGratrt. So while you were a WOC, you were not separated 
from your permanent residence? 

Mr. Franxurn. That is right. 

Mr. McGraw. What was the purpose of the expense allowance of 
$300 per month ¢ 

Mr. Franky. As an employee of the Vanadium Corp., I was ex- 
pected to maintain the prestige of the company. And since all other 
WOC’s were coming to Washington on expense accounts, the 
Vanadium Corp. granted me a limited expense account to help with 
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my expenses in lifting luncheon checks, and so forth, while I was 
here. 

Mr. McGrain. The expense account did not apply to subsistence or 
rent, or things of that nature ? 

Mr. FranKLIN. No, sir. 

Mr. McGram. It applied to entertainment; is that correct ? 

Mr. Frankurn. Well, lunches, if you call those entertainment—— 

Mr. Maerz. Was that for the purpose of developing good will for 
the company while you were in Washington ? 

Mr. Frankuiy. I think it might be more appropriate to say it was 
so that I didn’t develop any bad will by passing up a luncheon check 
now and then. 

Mr. Maerz. You see, the point is this, that during this period as 
a WOGC, you presumably were a full-time Government employee. 
Now, do you regard it as rather anomalous for you to be given this 
$300 a month expense account to entertain, and so forth, duri ing the 
very period that you were supposed to be a full-time Government 
employee ¢ 

Mr. Franky. No, sir, I don’t feel that way at all. All of the 
other men who were WOC’s had, so far as I knew, unlimited expense 
accounts, and were very adept at picking up luncheon checks. And 
I would have felt very slighted had I not been granted an expense 
account of some kind. 

Mr. Maerz. I don’t quite understand what the reason for that 
would be. Here you were in Washington—and I take it the other 
WOC’s were in exactly the same position—here you were in Wash- 
ington, supposed to be working for the Government on a full-time 
basis, and the company had supplied you to the Government. I just, 
frankly, don’t understand why it would be necessary for you and 
the other WOC’s that you have mentioned, to have these rather large 
expense accounts for entertainment. 

Mr. Rogers. Wasn’t that for the purpose of not obtaining a repu- 
tation as a freeloader, or something like that? 

Mr. Frankuin. Yes, sir, that was. 

Mr. Rocers. And you did during that period of time entertain the 
other WOC’s, or pick up the checks ? 

Mr. Franxurn. Yes, sir; that is quite true. 

Mr. Rogers. That was the object of it? 

Mr. Franxurn. One of the greatest advantages of having an ex- 
pense allowance of that kind was to permit us to continue our work 
through the noon hour by meeting over the luncheon table—and it 
enabled me to invite people to lune heon I otherwise wouldn't have felt 
free to invite. What I am referring to there is a meeting where 4 or 
5 of us were together. My salary didn’t quite stretch over luncheon 
checks of that kind. 

Mr. Rocrrs. How much of a salary did they allow you at that time, 
while you were a WOC? 

Mr. Frankuin. My salary was $12,500. 

Mr. Rocers. And this was, in addition, to build up the goodwill of 
the company and perform services for the Government at the same 
time, wasn’t it ? 

Mr. Franky. Yes, sir. The money was for me to use as I saw fit, 
and to present expense vouchers against. 
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Mr. Materz. You say, Mr. Franklin, that this money was to perform 
services for the Government, as the chairman has indicated / 

Mr. Franxuin. The money was for my expenses, sir. 

Mr. Maerz. To perform services—you mean these intangible serv- 
ices for your company; is that right ? 

Mr. Franky. No, sir. I think that it would be more appropriate 
to say these were to perform intangible services for myself. 

Mr. Rogers. So that you would be in a better position to render 
services for your company, first of all; you didn’t want to acquire the 
reputation of being a freeloader, at least your company is willing to 
go ahead and see that their employees are put on the same basis as 
everybody else; is that right ? 

Mr. Frankurn. Yes, sir. That placed me on equal footing with 
the other WOC’s. 

Mr. Rogers. And they paid you a regular salary, plus this expense 
account, during the time that you served as a WOC, from October of 
1952 to March or May of 1953? 

Mr. Frankuin. April of 1953. 

Mr. Rogers. April of 1953? 

Mr. Franky. Yes, sir. 

Mr. Rocers. And that was your employment, and the arrangement 
during that period of time ? 

Mr. FranKuin. Yes, sir. 

Mr. Rogers. Was there any specific instructions from your com- 
pany as to the maner and the matter of who you might entertain, or 
how you might spend this $300 a month? 

Mr. FranKuin. I had not instructions of any kind pertaining to the 
expense account or the way it should be handled, except to turn in 
vouchers each month as to the amount of my expenses, not allowing 
them to go over $300. 

Mr. Rogers. They allowed you $300, but that was the limit, so to 
speak ¢ 

Mr. Franxkuin. Yes; this was a limited expense account. 

Mr. Rocrers. If you spent less, why, you were saving that much 
for your company ? 

Mr. Franxurn. That is right. 

Mr. McGraw. Mr. Fi ‘anklin, how had your way of life changed the 
day you resigned as a salaried employee until the next day, when 
you became an employee of the Vanadium Corp. anda WOC? Your 
job had remained the same, your home had been located the same 
place. What were the changes that resulted in the need for an ex- 
pense account of $300 a month? You weren’t eating more lunches or 
dinners ? 

Mr. Franxuryx. No. But I could now invite people to lunch that 
I cid not feel free to invite to lunch before. 

Mr. Maerz. Put it this way, Mr. Franklin: When you were here 
in Washington, when you became a WOC, did you regard yourself, in 
effect, as a representative of the V anadium C orp. here in W ‘ashington ¢ 

Mr. Franky. At all times, sir, I tried to perform in such a way 
as to not bring criticism upon my self or the Vanadium Cor p. 

Mr. Marrrz. Yes. Frankly, I have no doubt about that, and I 
don’t think the committee has, either. I am trying to understand your 
state of mind. 
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Did you regard yourself, in addition to being a WOC employee of 

NPA, as a representative here in Washington of the Vanadium Corp. ¢ 

Mr. Frankuin. Not in the ordinary sense of the word, as you use 
“representative in Washington.” 

Mr. Maerz. I am not thinking of a full-time Washington repre- 
sentative. I mean, did you regard yourself as, in effect, a representa- 
tive, using the generic word, as a representative of the Vanadium 
Corp. ¢ 

Mr. Frankurn. The Vanadium Corp. was paying my salary, sir, 
and I was a member of the Vanadium Corp. 

Mr. Maerz. Yes. To that extent your status had changed from 
the very day that you became an employee again of the Vanadium 
Corp., changed from the standpoint that you were receiving a salary 
from the Vanadium Corp., plus an expense account ? 

Mr. Franxurn. I was very much happier because I knew then that 
[ had some future in industry after I would leave Washington. That 
was quite a worry to anyone’s mind, particularly anyone on Govern- 
ment salary, who knew that his position sooner or later would termi- 
nate, and had responsibilities of family. 

Mr. Keatine. What was your salary with the Government at that 
time ? 

Mr. Frankiin. $10,800. 

Mr. Keating. So that by your continuing to perform these duties as 
1 WOC, the Government was saving a $10,800 salary / 

Mr. Franxuin. Yes, sir. 

Mr. McGraw. Who was entertained at these luncheons? Were 
they business contacts, or Government employees, or what? 

Mr. Franxuin. Well, I would say mostly WOC’s, people from my 
own branch; it depended upon the circumstances. 

Mr. McGrait. While we are on the subject, Mr. Franklin, I would 
like to refer to some of the expense vouchers you submitted to your 
company. 

Mr. Frankuin. Yes, sir. 

Mr. Keating. You want to watch out now, because we had a witness 
here that said he took some fellow from the Government out four 
times, and he had it on his expense account, and later they called the 
fellow from Government, and he said he only got one free lunch out 
of it. So you don’t know what you may run into. I just thought 
you ought to be warned. 

Mr. McGrat. The first one I would like to refer to is dated October 
27, 1952, for the period October 17 to October 27, and it involves a 
total of $148.94 for that 10-day period. 

Mr. Franky. That is the date, the 17th to the 27th of October? 

Mr. McGrat. Yes, sir. 

Mr. Franxuin. Yes, sir. 

Mr. McGraiu. I notice on there dinner and entertainment, $21, and 
other dinners and entertainments and lunches. I also notice a trip to 
Philadelphia on October 23. Was that trip taken on Government 
business, Mr. Franklin ? 

Mr. Frankuin. Yes, Mr. McGrail, that trip was taken on Govern- 
ment business. The metals show designated on the expense account 
is a series of technical meetings held throughout a week each year 
by the Institute of Mining and Metallurgical Engineers, the Amer- 
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ican Society for Metals, and the American Welding Society. The 
meetings are also accompanied by an exhibit of new equipment. 

The NPA had an allowance or provision made for its men to travel 
to such technical meetings. As a matter of fact, 3 or 4 men from my 
own branch went to Philadelphia for 1 day. In this case I drove up 
in the morning and drove back in the evening. 

Mr. McGraw. The Government did not pay for this trip you took 
for Government purposes, I take it? 

Mr. Frankurn. They paid none of my expenses after I became 
a WOC. 

Mr. McGrair. Suppose the Government sent you to Chicago on 
strictly Government business, would not the Government pay your 
way ¢ 

Mr. Franxkun. No, sir. 

Mr. McGrat. I notice the last two items, the word “lab.” 

Mr. Franky. It is “cab.” 

Mr. McGrait. Cab. And the voucher dated December 30, 1952, 
covering the period December 16 to December 30, the total amount 
of $167. 

Mr. Frankurn. Yes, sir. 

Mr. McGratt. Do you have that ? 

Mr. FraNKuIN. Yes, sir. 

Mr. McGram. And on December 16 you went to New York, return- 
ing on the 18th. Was that on Government business or company 
business ¢ 

Mr. Franxurn. No; that was my trip to New York to discuss what 
position I would have in the Vanadium Corp. after leaving Washing- 
ton. That was company business. 

Mr. McGrait. The next voucher is dated December 29, 1952, perti- 
nent to December 22. And there is one item listed, entertainment 
party, $150. 

Mr. Franxurn. Yes, sir. 

Mr. McGraiu. Do you have any recollection of that ? 

Mr. Franxuin. Yes, sir. That was to help cover a farewell party 
I gave, or helped give, to 40 other people in my branch who had 
received their notices, in accordance with the reduction in force effec- 
tive the first of the year. 

Mr. McGrat. The next is dated February 16, I believe, for the 
period January 1 to 15. And that is for a total of $242.70. 

Mr. Franxkuin. Yes, sir. 

Mr. McGrain. For luncheons, dinners, and entertainment, and also 
a trip to Pittsburgh and return. Do you recall the purpose of that 
trip? 

Mr. Frankuin. No; not particularly, Mr. McGrail. I attended 
certain technical meetings, and I did make some out-of-town trips. 

At this point, Mr. MeGrail, I would like to ask a question. Most 
of the men who came to Washington traveled, of course, and went 
home once a week, over the weekend—— 

Mr. Rogers. You mean the WOC ? 

Mr. Frankurn. Yes, sir; the WOC’s. 

Are you concerned with what I did on my Saturdays and Sundays? 

Mr. McGraw. No. 
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Mr. Franxkuin. Well, the 10th of January was a Saturday, and the 
11th was a Sunday. 

Mr. McGraw. Very well. 

On March 27, 1953, pertaining to the period February 1 to Febru- 
ary 13, there was a trip to Philadelphia on February 11. Was that 
a weekend, do you recall 

Mr. Frankurn. No, sir; I don’t believe it was. 

Mr. McGraw. Do you know the purpose of that trip? 

Mr. FranKutn. I am sorry; I have got it confused with something 
else. I don’t know. 

Mr. McGraw. And on March 27, 1953, for the period February 27- 
28, to Pittsburgh and return. Do you have any recollection of that ? 

Mr. Frankuin. No, sir. These were occasional trips that I took. 
And I think the total amount of time—as I compute it—lI was absent 
from duties with NPA, amounted to about 7 days all together, includ- 
ing the trip I took to New York to discuss my welfare after leaving 
Washington, and also a couple of days I spent in April in Chicago 
looking for a home for my family, since the Vanadium Corp. in- 
structed me to go to Chicago after leaving Washington. 

Mr. McGraw. Mr. Franklin, I would like to refer you to a letter 
dated October 28, 1952, addressed to Mr. Laub, from you. Do you 
have that letter? 

Mr. FRANKLIN. Yes, sir. 

Mr. McGraw. Let me ask you this question: Did you, while a 
WO, prepare informative reports for your company; did you con- 
sult with your company officers on matters pertaining to NPA business 
and your duties in NPA? 

Mr. Rogers. Before we get into that question, may I lay this back- 
ground. 

At the time that you were employed by the Vanadium Corp., in the 
month of October 1952, were there any written instructions to you as 
to what your duties might be as WOC, from the Vanadium Corp. 

Mr. Franxuin. Yes, sir. I received a letter dated October 20, which 
Mr. McGrail has referred to. 

Mr. Rocrrs. Yes. Aside from that letter, did you have any private 
conversation with your employers or the officials of the Vanadium 
Corp. ? 

Mr. Franxuin. Yes, sir. I had private conversations, but nothing 
that was not contained in this letter. 

Mr. Rogers. At the time you accepted the employment, did you 
feel that you were under obligation to report the activities that you 
were engaged in in the Government, to the Vanadium Corp.? 

Mr. Frankuin. No, sir. And I was instructed that under no cir- 
cumstances was I to report anything to the Vanadium Corp. that I 
was not in a position to bring to their attention. 

Mr. Rogers. Now, you say you were specifically instructed not to? 

Mr. FraANKuIN. Yes, sir. 

Mr. Rogers. And the Vanadium Corp., like others that were doing 
business at that time, had to keep informed of the activities of NPA, 
did they not? 

Mr. Frankuin. Well, that was done through regular channels. 

Mr. Rogers. How was that done? 

Mr. Franxutn. Such as the orders which we operated under. 
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Mr. Rocers. You helped formulate the orders, did you not? 

Mr. Frankuin. Yes, sir. 

Mr. Rogers. And after the orders were formulated, where they— 
how long was it before they were made avaiJable to the public ? 

Mr. Frankuin. Well, that was done through a press announcement 
almost immediately after the order was signed. 

Mr. Rocers. And therefore there was never any order that was 
ever signed that you knew of, that was formulated in advance, that 
the Vanadium Corp. learned of before it was released by the press ? 

Mr. Franxuin. No, sir. 

Mr. Rogers. And prior to the formulation of any of these orders 
did you discuss the policy of the Department with any of the officials 
of NPA—I mean, the Vanadium Corp. 

Mr. Franxurn. There were occasions on which I needed informa- 
tion, Mr. Rogers, at which time—sometimes I consulted the people in 
my own company, as well as others in industry. 

"Mr. Rocers. That is, you consulted them for ‘information as to the 
basis of a policy order that might be issued in the future for the 
benefit of the Government ? 

Mr. Franky. No, sir; I don’t believe that we issued any orders 
after I went on WOC. 

Mr. Rocers. Didn’t you issue regulations and change them from 
to time, and have the right to determine who should receive priorities, 
and things of that nature? 

Mr. Franxkurn. There might have been some amendments to the 
existing orders put out while I was a WOC, but I don’t remember what 
they were. 

Mr. Rogers. Do you recall any amendments made to any orders 
that were discussed with any official or employee of the Vanadium 
Corp. prior to the time that they were issued ? 

Mr. Frankuin. No, sir. 

Mr. Rocers. And then, when they were issued, they were available 
to the Vanadium Corp., like any other setup ? 

Mr. FRANKLIN. Yes, sir. 

Mr. Rocers. And was it the purpose of the employment—or do you 
know what the purpose of the employment of the Vanadium Corp. 
was of you, while you served as a WOC? 

Mr. Franxuin. That was contained in this letter of October 20. I 
also received from the Iron and Steel Division, from the Director of 
the Iron and Steel Division, a letter of instruction so far as the NPA 
was concerned. I donot have a copy of that letter, however. It would 
be in the NPA files. 

Mr. Rogers. In your position, would you have anything to do with 
the allocations from the NPA to the respective companies ? 

Mr. FRANKLIN. Oh, yes, sir. 

Mr. Rogers. And did any of them involve allocations to the Vana- 
dium Corp. ? 

Mr. FraNKLIN. No, sir. 

Mr. McGrai. Mr. Franklin, let’s refer to a letter dated December 
3, 1952, from you to the vice president, Mr. Laub. 

Mr. Franxuin. December 3? 

Mr. McoGratn. Yes, sir. 

Mr. Franxuin. Yes, sir. 
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Mr. McGran. Is it correct that this is a letter in which you are 
arguing or contending that the chrome shortage is primarily a trans- 
portation problem, and in which you are stating that you disagree with 
the position of the United States Munitions Board and DPA, which 
was the Defense Production Administration, that chrome should be 
limited by Government allocation? Was that the position you took in 
this letter ? 

Mr. Frankuin. May I say, Mr. McGrail, that Mr. Laub had been 
appointed an adviser of the NPA. And one of our greatest difficulties 
in doing the work here in Washington was getting competent advice 
as to the actual conditions in industry. Our company is an importer 
of chrome ore, and it was only natural that I should ask them, as well 
as other people, for information pertaining to chromium. 

Mr. Marerz. Did you write the same letter to other people, the pre- 
cise letter to other companies that were interested in this problem of 
chrome imports ¢ 

Mr. Frankutn. Not the same letter; no, sir. In fact, I don’t know 
if I wrote any other letter than this. I did consult other people in 
industry, however. 

Mr. MoGrai. This letter is dated December 3, and according to 
the Department of Commerce record 
Mr. Rocrrs. December 3 of 1952? 

Mr. McGrain. Of 1952. 

Mr. Franky. Yes, sir. 

Mr. McGrau. And according to the Department of Commerce rec- 
ords, Mr. Laub was appointed an adviser on June 25, 1953, and he 
continued to June 1954. So apparently Mr. Laub was not an adviser 
as of the time you wrote that letter. 

Mr. Frankurn. Mr. McGrail, that was Mr. Laub’s termination date, 
June of 1953. 

Mr. McGraw. When was he appointed ¢ 

Mr. Frankurn. We believe it was October 6, 1952. 

Mr. McGram. I am sorry, I didn’t hear you. 

Mr. Marerz. According to the Department of Commerce records 
again, a list which has been furnished to this 2 omumittes and placed in 
evidence at panel 109 of part 1, serial No. 12, hearings before this 
committee, Mr. Laub was appointed as ot to Ferrow Alloys on 
June 25, 1953, and served until June 30, 1954. 

Now, are we speaking about the same person, Mr. Gustave Laub? 

Mr. Franky. Yes, sir; that is right. 

Mr. Materz. And is it correct that he is vice president in charge of 
sales, Vanadium Corporation of America, New York City ? 

Mr. Franky. Yes, sir. 

Mr. Maerz. So we are speaking about the same person f 

Mr. Franxurn. That was not the first mixup that came with Mr. 
Laub, I am sorry to say 

Mr. Maerz. Let me ask you this while you are checking for that 
information, Mr. Franklin: 

Did you write this letter to Mr. Laub in his capacity as adviser to 
NPA, assuming that he was an adviser on Destiaiben 3, 1952. 

Mr. Franxkun. Yes, sir. 

Mr. Materz. Is that indicated in your letter? 

Mr. Franxkutn. No, sir. 
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Mr. Maerz. You wrote to Mr. Laub at his company address; did 
you not? 

Mr. Frank. Yes, sir. 

Mr. Materz. Is there anything in your letter to indicate that you 
were seeking his advice as a Government adviser ? 

Mr. Franxurn. Well, the entire letter 

Mr. Marerz. Would you read the letter, sir? 

Mr. Franxun. The entire letter is a request for information to help 
me solve the problem NPA had. 

Mr. Materz. Would you read the letter ? 

Mr. FRANKLIN (reading) : 

This letter pertains to chromite, ferrochrome, and the products into which 
these are incorporated. 

Mr. Materz. Is that addressed to Mr. Laub? 

Mr. Frankuin. Yes, sir. 


Dear Mr. Lavs: The problem we are trying to deal with is that of getting more 
chromite suitable for metallurgical uses into the United States; or, more spe- 
cifically, that of moving more of this ore out of Africa. The problem arises from 
the following circumstances : 

As you are well aware, chromium is essential to our national defense because 
it is a basic ingredient in stainless steel and jet alloys as well as an essential 
alloy for armorplate, guns, amunition, and nearly all steel products used for 
military purposes. In addition to this, chromium is the workhorse of our con- 
servation effort, since it is used to replace nickel, molybdenum, and other elements 
in short supply. In this role it is vital to our civilian and defense-supporting 
production since it actually permits maintenance of alloy steel for civilian use 
by replacing the nickel and molybdenum withdrawn for use in military appli- 
cations. 


Mr. Materz. I suggest, to save time, Mr. Chairman, that I offer 
that letter in evidence at this point. 

Mr. Rogers. Without the necessity of having to read the whole thing, 
it will be received. 

(The letter referred to is as follows :) 





DECEMBER 3, 1952. 
Mr. GUSTAVE Lavps, 
Vice President, Vanadian Corp. of America, 
430 Lexington Avenue, New York, N. Y. 

Dear Mr. Lavus: This letter pertains to chromite, ferrochrome, and the products 
into which these are incorporated. 

The problem we are trying to deal with is that of getting more chromite 
suitable for metallurgical uses into the United States; or, more specifically, 
that of moving more of this ore out of Africa. The problem arises from the 
following circumstances: 

As you are well aware, chromium is essential to our national defense because 
it is a basic ingredient in stainless steel and jet alloys as well as an essential 
alloy for armorplate, guns, ammunition, and nearly all steel products used for 
military purposes. In addition to this, chromium is the workhorse of our con- 
servation effort, since it is used to replace nickel, molybdenum, and other elements 
in short supply. In this role it is vital to our civilian and defense-supporting 
production since it actually permits maintenance of alloy steel for civilian use 
by replacing the nickel and molybdenum withdrawn for use in military appli- 
cations. 

Chromium is the alloy that makes stainless steel stainless. In 1951 we pro- 
duced 915,000 tons of stainless ingots; this year we will probably not exceed 
this tonnage because of the steel strike. In 1953, however, the steel industry 
expects to make 1 million tons of stainless ingots. 

A part of this increased tonnage will be taken by extended automotive uses. 
Up to the present time we have never exceeded 23 pounds of stainless per car, 
practically all for decorative purposes. Next year, because of lack of nickel for 
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plating, we will use 40 to 45 pounds of stainless per car; and in addition to trim, 
stainless will be engineered into certain parts. For example, it will be used 
for rear-window frames of certain cars, which are actually structural parts 
of the top. 

In addition to greater tonnage, the average chromium content of stainless has 
gone from 15 percent to 19 percent in the past year. This because of the use of 
27 percent chromium to replace other grades and the greatly expanded produc- 
tion of 25-12 and 25-20 for aircraft applications. 

The ferroalloy industry, with its new facilities, will have sufficient capacity 
to supply the chromium required for this increased steel tonnage, including the 
richer alloy pattern. We must also have the ore. 

Because of the importance of chromium to our national defense, the United 
States Government has been very active in stockpiling chromite, and this has 
led to something in the nature of a competition between the Government and 
industry in procurement of the ore. This is actually unnecessary, because there 
is plenty of ore available for both industry and the national stockpile. The 
problem is essentially that of transportation. 

Our survey indicates that there is ne: irly a year’s industrial supply of chromite 
already at railhead in Africa, in addition to that which is moved regularly. 
Needless to say, both industry and the Government would benefit by shipment 
of this additional tonnage, or by any substantial increase in ore shipments. 

Instead of answering our requests for help in transporting more chromite to 
the United States, the Munitions Board and DPA have suggested we limit the 
use of chromium by Government action and place chromite under allocation. 
The effects of such actions upon production, employment, and upon our economy 
itself are not the concern of those making such proposals. 

While these suggestions will not be carried out, they serve to divert discussion 
and attraction from the only real and satisfactory solution of the problem— 
getting more chromite into the United States. In other words, it is easier for 
these people to make the counterproposals of allocation and end-use limitations 
than to help move the ore: and, of course, the State Department will not move 
so long as the issue is heing debated. 

Vith the knowledge that we cannot get help by going through the regular 
channels, we have prepared a series of letters going through Mr. Chapple, head 
of the Minerals and Metals Bureau, and through Mr. McDonald, Administrator 
of NPA, and ending with a formal request for aid from Mr. Fowler, head of ODM, 
to the Secretary of State. At the same time, we are prepared to go into detail 
with anyone designated to help us by the Secretary of State. 

It is my belief that the real solution to this problem lies in sending someone 
like Norwood Melcher, of the Bureau of Mines, or an industry man like Fred 
Kett or Dean Frasche, but given official status, to Africa to work out the problem 
of transporting ore over the South Rhodesian Railroad. 

In addition to immediate handling of this problem, we feel it should be con- 
sidered from the long-range standpoint and propose drawing the attention of the 
incoming administration to it at once. 

We are, therefore, asking that Mr. Keeley write Mr. John Foster Dulles and 
Mr. Winthrop Aldrich, explaining the problem and asking them to help assure 
its solution. Suggested texts will be sent you in the next day or two. 

In the meantime, if you have any suggestions, I will be grateful for them. 

Sincerely, 
FRED 


Mr. McGrat. Let’s get back to my question, Mr. Franklin. The 
question was, Are you contending in this letter to the vice president— 
are you stating, first of all, the position of the United States Muni- 
tions Board and the DPA regarding Government allocation of 
chrome; are you contending that chrome should not be placed under 
allocation; is that correct ? 

Mr. Franxkurn. I was asking Mr. Laub for information, Mr. Me- 
Grail. I was explaining to him the problem with which we had to 
deal. TI asked for the same information from other industry men, 
and explained to them at the same time that we needed help, and this 
was the reason why. 

Mr. McGraw. Which agency had responsibility for determining 
whether chrome should be placed under allocation ? 
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Mr. Franky. You are referring now to chrome ore? 

Mr. McGratu. Yes. 

Mr. Frankurn. Chrome ore, the Department of the Interior, the 
DMPA. 

Mr. McGrat. It was not a part of your responsibility as a WOC 
to enter into that determination, was it ? 

Mr. Franxkuin. I was a member of interagency committees of vari- 
ous kinds, and in all cases before an allocation order went through, 
the various agencies and departments of the Government were given 
a chance to look it over. In this particular case, the preliminary 
figures indicated to us that the Department of the Interior, the De- 
fense Materials Procurement Agency, didn’t know what they were 
talking about on the expected importation of chromium ore. The 
figures which they presented were against all previous experience, so 
far as we knew. 

We had received a greater amount the previous year than they ex- 
pected to bring in in 1953, according to the presentation. I finally 
got to the point where we needed someone's advice who really knew 
what he was talking about. 

The DMPA estimate was around 700,000 tons, against 845,000 tons 
which previously had been imported. Our own estimate at the time 
was 960,000 tons. And we were quite a ways apart. 

In order to resolve this problem and get competent advice, I asked 
Mr. Laub to help determine, or to give us the best estimate he could 
of the amount of chrome ore which would be brought in in 1952. And 
at the same time, asked the help of several other people in industry. 
Actually, we brought in in excess of a million long tons of chrome ore 
in 1953. 

Mr. McGrat. So that chrome was never placed under allocation ? 

Mr. Franxutn. There was no need for it. 

Mr. McGrat. In the next to last paragraph of your letter, you state 
as follows: 

We are, therefore, asking that Mr. Keeley write Mr. John Foster Dulles 
and Mr. Winthrop Aldrich explaining the problem, and asking them to help assure 
its solution. Suggested texts will be sent to you in the next day or two. 

Now, those gentlemen were not Government officials at this time, 
were they ? 

Mr. Franxurn. No, sir; but they were coming in, and we wanted 
them to know what our problem was, and we wanted their help. 
When T say “we,” I am referring to myself—not only to myself and 
the NPA. but also to industry, and everyone who was concerned with 
the war effort. 

Mr. McGrat. And in the last paragraph, the second page, you say: 

With the knowledge that we cannot get help by going through the regular 
channels, we have prepared a series of letters going through Mr. Chapple, 
head of the Minerals and Metals Bureau, and through Mr. McDonald, Adminis- 
trator of the NPA and endine with a formal request for aid from Mr. Fowler, 
head of ODM to the Secretary of State. 

Mr. Keatine. Which Secretary of State? 

Mr. McGrair. The then Secretary of State, December 3, 1952. 

At the same time, we are prepared to go into detail with anyone designated 
to help us by the Secretary of State. 
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What did you mean when you said— 
we cannot get help by going through the regular channels? 


What was meant by “regular channels? 

Mr. Frankurn. Well, the regular NPA channels. 

In talking to the DMPA, the Defense Materials Procurement group, 
which had to do with the allocation of ores, which had jurisdiction 
over the ores, knowing that we were not able to get them to change 
the estimate to some reasonable amount—and when I say reasonable, 
please bear in mind that we actually imported a million tons, and they 
were holding out that they wouldn’t get more than 700,000—we went 

upstairs, through Mr. Chapple, who was head of the Minerals and 
Metals Bureau, to the top of the NPA, and then across to the Depart- 
ment of State, taking the top level route. 

That would not have been our regular channels. 

Also, I was asking help from vs bend to give us the amount in the 
best of their advice which would be imported. 

Mr. McGraw. And the ultimate pressure was going to be placed 
on the Department of the Interior, or DPA? In other words, which 
was the agency which had the final decision as to the allegation of 
chrome? 

Mr. Franxkurn. The jurisdiction over the ores in general, includ- 
ing chrome ore, was delegated to the Secretary of the Interior by the 
Secretary of Commerce. And the Defense’ Materials Procurment 

Agency was set up to handle the ore situation, just as we were set up 
to handle the allocation of ferroalloys, the copper, steel, and other 
metals. 

Mr. Keatine. Oscar Chapman was then Secretary of the Interior ; 
is that right? 

Mr. Franxkurn. Yes, sir; I believe he was. 

Mr. Keattne. So that Dean Acheson would remain upstairs, you 
would contact Secretary Chapman, and then somebody Saka Chap- 
man’s outfit would come downstairs 

Mr. Frankuin. Mr. Keating, we were hitting them high and low 
at the same time, but we wanted some reasonable figures, we wanted 
some accuracy put into the thing. 

Mr. Maerz. Mr. Franklin, ‘it was your practice to contact your 
company Officials about matters when you or NPA were not satisfied 
with the way Government agencies were handling them, and seek 
to have your company exert pressure from private sources; was that 
your practice at NPA? 

Mr. Franxkuin. What private sources were you referring to? 

Mr. Matetz. You were asking your company to contact other 
sources to put pressure on Government agencies; isn’t that right / 

Mr. Frankuin. No, sir. 

Mr. Maerz. Isn’t that the import of your letter? 

Mr. Franky. I don’t think so. 

Mr. Maerz, You were asking for help from outside sources in con- 
nection with the problem which was being handled in the Government 
agency. 

Mr. Frankuin. We were asking for information, sir. 

Mr. Maretz. Didn’t you ask for help in your letter ? 

Mr. Franky. We were asking for help and getting information. 
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Mr. Materz. And at that time, at the time you were asking for 
help, you were a Government official yourself? 

Mr. FrankKuin. Yes, sir. 

Mr. Matetrz. Isn’t that rather odd in your view ? 

Mr. Franky. I don’t think I would have been doing my job, sir, 
for the United States Government, if I hadn’t tried to get as accurate 
a figure on these estimates as I possibly could. 

Mr. Maerz. You were trying, were you not, to prevent Govern- 
ment allocation of chrome; isn’t that right? 

Mr. Frankuin. No, sir. I would like to come back to that. You 
will find that in this letter we were trying to determine that amount 
that would be imported into the United States in 1953, and after an 
accurate estimate was brought in, we would get agreement. 

Mr. Maerz. As a preliminary to a Government determination as 
to whether or not there should be allocation ? 

Mr. Franxuin. Yes, sir. Then it would be up to the DPA and the 
DMPA to determine what should be done so far as allocation was con- 
cerned, whether further steps should be taken. 

Mr. Maerz. Let me ask you this. Do you feel that it was proper 
for you as a Government official to have stepped out of your role as 
a Government official to ask your private company to exert pressure 
on a Government agency ? 

Mr. Keatine. Well, he has just said he didn’t step out of his role as 
au Government employee. 

Mr. Materz. Do you feel that it was part of your duties as a Gov- 
ernment official to contact a private company in this regard? 

Mr. Franky. We were in contact with private companies at all 
times. Some of them we told how to distribute their alloys—those 
companies which were the people producing nickel, molybdenum, and 
so forth. We asked them for information pertaining to the supply, 
and we had to have such figures. There were controls on the consump- 
tion of a number of elements through inventory control, inventory 
limitations. 

Mr. Maerz. You say in your letter, if I may read two paragraphs: 





In addition to immediate handling of this problem, we feel it should be con- 
sidered from the long-range standpoint, and propose drawing the attention of 
the incoming administration to it at once. 

We are therefore asking that Mr. Keeley— 
and I take it that Mr. Keeley is the president of the Vanadium 
Corp.— 

Mr. FRANKLIN. Yes, sir; that is right. 

Mr. Marerz (reading) : 

We are therefore asking that Mr. Keeley write Mr. John Foster Dulles and 
Mr. Winthrop Aldrich explaining the problem, and asking them to help assure 
its solution. 

Aren't you requesting the president of your company to contact 
Mr. Dulles and Mr. Winthrop Aldrich with respect to this problem ? 

Mr. Frankirn. That was on, of course, the importation of ore: yes, 
sir. 

Mr. Maerz. Did you make a similar request to the other companies 
in the industry affected by this problem ? 

Mr. Franxurn. Yes, sir. 
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Mr. Maerz. You did. Did you explain—did you advise your su- 
periors in the agency that you were asking private industry to take 
certain steps with respect to this problem ? - 

Mr. FrankKuin. Yes, sir. 

Mr. Materz. Did you explain to your superiors in the agency that 
you were writing to Mr. Keeley on this matter 

Mr. Franxuin. Well, I didn’t write to Mr. Keeley, of course. 

Mr. Materz. You were writing to Mr. Laub concerning this matter ? 

Mr. Franxuin. Yes, sir. The problem of chromium ore, sir, was 
with us right from the beginning. Most of it had to do with transpor- 
tation. Invariably we were assured by the State Department and 
by the DMPA that every thing possible was being done to bring a con- 
stant flow of chromium into the United States. We accepted that 
until one of the gentleman who had traveled over there returned and 
informed us that he talked to the vice consul in Salzbury, capital of 
southern Rhodesia, and he did not even know that chrome was a 
strategic element. 

As to that we decided that maybe we had better start looking out for 
ourselves and not accept verbatim from the State Department and 
the DMPA. 

And as a result, we kept ourselves carefully in touch with the 
chromium situation, the amount coming into the United States, and 
the amount that would be available. 

It was in an effort to determine the amount that would come in for 
1953, so that it could properly be programed that these efforts were 
made. 

Mr. Maerz. You advised Mr. Laub: 

Instead of answering our request for help in transporting more chromite to 
the United States, the Munitions Board and the DPA have suggested we limit 
the use of chromium by Government action, and place chromite under allocation. 
The effects of such actions upon production, employment, and upon our economy 
itself are not the concern of those making such proposals. 


Then you add, skipping a paragraph : 

With the knowledge that we cannot get help by going through the regular 
channels, we have prepared a series of letters going through Mr. Chapple, head 
of the Minerals and Metals Bureau, and through Mr. McDonald, Administrator 
of NPA and ending with a formal request for aid from Mr. Fowler, head of 
ODM, to the Secretary of State. At the same time, we are prepared to go into 
detail with anyone designated to help us by the Secretary of State. 

Mr. FranKLIN. Yes, sir. 

Mr. Marerz. You were, in effect, were you not, reporting to your 
company as to certain matters—as to your handling of certain matters, 
certain matters that were taking place i in NPA itself; were you not / 

Mr. Frankiin. Well, I was trying to explain to Mr. Laub the prob- 
lem as it existed, so that he would understand what we wanted and 
would be able to obtain help for us. 

Mr. Matetz. Would you tell everybody, any company in the indus- 
try exactly what was happening in NPA and what position the Muni- 
tions Board was taking? 

Mr. Frankuin. In this particular case ? 

Mr. Maerz. Yes, sir. 

Mr. Frankuin. Yes, sir; there was no secret about it. 

Mr. Materz. Did you? 

Mr. Franxkuin. Well, as I told you, I did talk to other people from 
industry about it, aside from Mr. Laub. 
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Mr. Materz. Did you submit to other companies who were com- 
petitors of Vanadium Corp. precisely the same information which you 
submitted to Mr. Laub? 

Mr. FRANKLIN. Yes, sir. 

Mr. Maerz. By letter? Do you have any letters to indicate that? 

Mr. Franxurn. No. 

I should like to qualify that, sir, that we did have correspondence 
with some of the other companies on such subjects as this, but I do 
not remember how far we covered this exact situation. We did cover 
it orally, of that I am quite positive. 

Mr. Maerz. Do you recall a letter dated January 22, 1953, Mr. 
Franklin, which you sent to Mr. Laub? 

Mr. Franky. January 22? 

Mr. Materz. Yes. 

Mr. Frankuin. I think there were two on that date, sir. Would 
you identify it a little further ? 

Mr. Materz. Do you have a letter dated January 22, 1953, the first 
paragraph of which reads: 

This letter concerns the recent developments on chromium and the recently 
formed chromium panel of the Minerals and Metals Advisory Board. 


Do you have that, sir? 

Mr. FraAnKuIn. Yes, sir: I have it. 

Mr. Maerz. In this letter you state, do you not : 

Mr. Floyd attended the advisory committee at DMPA when Dean Frasche said 
he believed 1953 imports might reach 962,000 long tons of chromite for metallur- 
gical purposes. I had previously refused to accept an estimate of 702,000 from 
DMPA as to low, because such a supply estimate would immediately lead DPA 
to issue directives placing the ore and chromium alloys on allocation. 

The day after the meeting Mr. Jenckes told me DMPA were considering rais- 
ing their estimates to 815,000 tons. I told him NPA would not insist upon the 
962,000 tons of Frasche, but we would not accept any estimate under actual 1952 
imports, which I understood were near 850,000 tons. Today Jenckes told me 
that DMPA would present an estimate of 845,000 tons. 

In the meantime, Jim McBain, Carbide alumnus, and now consultant for 
DMPA, told me they were afraid to present too high a supply figure because 
DPA would subtract the amount required for industry and send out an over- 
riding directive to put the difference in the stockpile. 

You were reporting to Mr. Laub, the vice president of the Vanadium 
Corp. apparently as to events that were transpiring in NPA. 

Mr. Frankurn. Mr. Laub at this time was also an adviser of NPA. 

Mr. Maerz. Let’s assume—and I think you are quite correct, he 
was an adviser during this whole period—were you reporting to him 
in his official capacity? Wasn’t this a private letter to Mr. Laub 
addressed to him at the company ? 

Mr. Frankurn. It was addressed to him at the company, but I 
wouldn't know where else to find him. 

Mr. Maerz. I see. Is there any indication in this letter that you 
were seeking advice from him in his official Government capacity ? 

Mr. Frankuin. Yes, sir. The entire letter is asking for advice on 
the amount of chromium to be imported in 1953. 

Mr. Maerz. And in the last paragraph you say: 

I have included an extra copy in case you wish to send one to Mr. Keeley— 


whom I take it is president of Vanadium 
Mr. Frankuin. Yes, sir. 
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Mr. Maerz (reading) : 
or Mr. Floyd— 
whom I take it is an official of Vanadium ? 

Mr. FRANKLIN. Yes, sir. 

Mr. Maerz. Is it not correct that this letter of January 22, 1953, 
is a detailed report of events transpiring in NPA concerning which 
you became familiar in your capacity as a WOC ? 

Mr. Frankuin. The entire letter is a request for information, sir, 
in which I have set forth our problem in detail asking for help in 
solving it. 

Mr. Maerz. Weren't you providing him with information, very 
detailed information ¢ 

Mr. FrANKuIN. To the extent contained in the letter here, and to 


the extent that I assumed he would need information to help provide 


us with the amount of the estimate for 1953. 
Mr. Maerz. Mr. Chairman, I ask that this letter from Mr. Franklin 


to Mr. Laub, dated January 22, be received. 

Mr. McGraw. Mr. Chairman, may I introduce all these documents, 
the letter of October 16, 1952, the two letters of October 20, 1952, as 
well as this letter of January 22, 1953, at this point ? 

Mr. Rogers. All right. 

( The letters referred to are as follows :) 

HYATTSVILLE, Mp., October 16, 19852. 


Mr. Gus Laue, 
Vice President in Charge of Sales, 
Vanadium Corporation of America, 
New York, N. Y. 
Dear Mr. LAus: This is to inform you that I have resigned from Government 
payroll October 16, 1952. Will you please have the cashier send*me $150 against 
company expenses which I expect to incur in the very near future? 


Sincerely, 
F. F. FRANKLIN. 


OcTOBER 20, 1952. 


Mr. F, F. FRANKLIN, 
Hyattsville, Md. 

DeAR FRED: This is to inform you that in accordance with your letter of October 
16 and your telephone conversation of that date that, in view of the fact you 
have resigned from the Government payroll as of October 16, 1952, you are being 
placed on the Vanadium Corp. payroll as of October 17, 1952, instead of October 
1, 1952, as previously arranged. 

Your salary, as previously agreed upon, will be on the basis of $_- 
and during your stay at Washington as WOC in the capacity of Chief of the 
Ferro Alloys Branch, Iron and Steel Division (or as Acting Chief until Mr. Nor- 
wood resigns and your papers have been cleared) you will be allowed expenses in 
amount of $300 per month which will be forwarded to you regularly. 

Your title will be, for the present, that of assistant to the vice president in 
charge of sales, and you will report directly to the writer unless otherwise 
advised. Your duties for the time being will, of course, be those assigned to you 
by proper Washington authority regulating the duties of the department or di- 
vision under which you serve there. You will be a representative of Vanadium 
Corporation of America acting in the capacity of an industry representative 
loaned to the Government on the basis of WOC for a period we estimate to be 
about 6 months, and you will be expected to serve appropriately in this capacity. 
This, of course, goes without further explanation. 

If there are any questions or points that are not entirely clear, would ap- 
preciate your advising me promptly. 

Very truly yours, 


per vear, 


G. L. 
Vice President. 
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CONFIDENTIAL 
OcToBER 20, 1952. 
Re Mr. F. F. Franklin. 
B. O. BRAND, 
Vice President: 

In connection with Mr. F. F. Franklin’s employment with Vanadium Corp., in 
order to serve WOC with the National Production Authority in Washington, it 
has been agreed that he is to receive an expense allowance of $300 per month 
during his period in Washington in the above capacity. 

Any additional expenses, unless especially approved by the writer, are to be 
deducted from Mr. Franklin’s monthly salary check. . 

G. L. 

I’. S.—Vlease arrange to have above expense check sent to Mr. Franklin 
regularly each month. 

G. LL. 


JANUARY 22, 1953. 
Mr. Gustav Laur, 
Vice President, Vanadium Corporation of America, 
New York, N. Y. 

Dear Mr, LAvus: This letter concerns the recent developments on chromium 
— the recently formed Chromium Panel of the Minerals and Metals Advisory 

oard, 

Mr. Floyd attended the Advisory Committee at DMPA, when Dean Frasche 
said he believed 1953 imports might reach 962,000 long tons of chromite for 
metallurgical purposes. I had previously refused to accept an estimate of 
702,000 from DMPA as too low, because such a supply estimate would immediately 
lead DPA to issue directives placing the ore and chromium alloys on allocation. 

The day after the meeting Mr. Jenckes told me DMPA was considering rais- 
ing their estimate to 815,000 tons. I told him NPA would not insist upon the 
962,000 tons of Frasche, but we would not accept any estimate under actual 
1952 inyports, which I understood were near 850,000 tons. Today Jenckes told 
me that DMPA would present an estimate of 845,000 tons. 

In the meantime, Jim McBain, Carbide alumnus and now consultant for 
DMPA, told me they were afraid to present too high a supply figure because 
DPA would subtract the amount required for industry and send out an overrid- 
ing directive to put the difference in the stockpile. If the total supply then were 
not forthcoming DPA would insist upon the specified amount going to the 
stockpile and industry would be short of its requirements. I told him we knew 
all about that, but if he presented any estimate as low as 700,000 tons or even 
$00,000 tons, DPA would not wait to see how much came in; they would imme- 
diately recommend allocation, and what we wanted was a reasonable figure some- 
where between. I also suggested we might accept 1952 actual imports as the 
1953 estimate. 

Based upon John Ludwig’s review, we estimate industrial requirements for 
chromite for metallurgical purposes will be about 650,000 tons in 1953. Capacity 
Will be about 720.000 tons at the end of the year. In 1952 we used about 610,000 
tons of ore. 

To achieve this figure we used an average of 265 pounds contained chromium 
in ferrochrone per net ton stainless ingots, or 426 long tons chromite per net ton 
stainless steel. I feel this is too low for our present pattern because of the in- 
crease in higher chromium grades of stainless steel now being produced, but 
Lucwig insists it is correct. If so, the million tons of stainless steel desired in 
1953 will take 426 000 tons ore, or nearly our total annual ore consumption before 
Korea. 

This would also give, by difference : 


{In long tons] 


Contained 
chrome in Ore 
ferro 
= spins b-aniaiceaselatteiancd ndecinsitpiaintngs aces 
| 
Stainless steel 118, 000 | 426, 000 
Other | 62, 000 224, 000 
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A month ago Stan Norwood told me Jim Critchett had been asked to form a 
panel by the Minerals and Metals Advisory Board to study chrome. Members 
were Enoch Perkins, Andy Leith, Russ Franks, and Jim, together with several 
staff members of the MMB, and Jim McBain of DMPA. I promptly asked why 
Mr. Keeley had not been appointed, but got no reply. Last Wednesday Jim 
came in, and asked me to serve on the panel. Although nothing was said, I 
assumed it had been cleared with you or Mr. Keeley. 

We will study the following: 

1. Present consumption pattern of chromium. On this, of course, we already 


have much data. 
2. Present factors in supply. Foreign and domestic sourees. Possible ex- 


pansion. Problems to be overcome. 

3. Full mobilization requirements. I have an independent study planned on 
this, and it will be completed about April 1, 1953. 

The first meeting was a preliminary affair to plan ways and means. The study 
should wring the water out of requirements and point up the problem involved in 


supply. 
I have included an extra copy in case you wish to send one to Mr. Keeley or 


Mr. Floyd. 
Sincerely, 
F, F. FRANKLIN. 

Mr. McGraw. Mr. Franklin, would you refer to a letter dated Oc- 
tober 31, 1952, to you from Mr. Laub, and one dated November 6, 
1952, to Mr. Keeley from you, and a memorandum of the United States 
Government, Defense Materials Procurement Agency, addressed to 
you as Assistant Chief of the Ferro-Alloys Branch, NPA, from 
Charles E. Stott, a Director in the Defense Materials Procurement 
Agency; and fourthly, a letter to President Keeley from you, dated 
November 20, 1952. 

Mr. Chairman, I would like to read several letters in the record. 

Mr. Rocers. Go ahead and read them. 

Mr. McGram. Well, in reference to the first one, the one dated 
October 31 to you, is that from President Keeley ? 

_Mr. Franxuin. From Mr. Keeley, president of the company, yes, 
sir. 

Mr. McGrat. He is referring to a problem the company is having, 
is he not, in its transportation from Rhodesia of chrome being pro- 
duced there by the company ? 

Mr. Frankuin. Yes, he is. 

Mr. McGraw. And this was a problem the company had had for 
some time. 

Mr. FRANKLIN. Are you under the impression that Mr. Keeley is 
referring to chrome ore of the Vanadium Corp. ? 

Mr. McGrai. Well, what is he referring to in this letter? 

Mr. Franxurn. Well, he is referring to a general situation which 
existed in Rhodesia and affected not only the railroading of Vanadium 
Corp. ore, but also that of all other companies which shipped out of 
Rhodesia. 

Mr. McGratn. But he was particularly interested in the problem his 
company was having with transportation, the transportation bottle- 
neck, is that correct? 

Mr. Franxutn. No, sir; I don’t think he was. I think he was 
drawing to our attention, as anyone would who travels in such parts, 
a situation which most certainly did or could affect our war effort. 

Mr. McGratt. He was writing to you just as a citizen, rather than as 
the president of the corporation. 
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Mr. Franxurn. Yes, sir; that is the way I interpreted Mr. Keeley’s 
letter. 

Mr. McGrait. What is it he is asking you to do in that letter ? 

Mr. Franxutn. In the first place, he didn’t ask me to do anything, 
I asked Mr. Keeley for the letter. 

Mr. McGram. Did you ask him orally or in writing ? 

Mr. Frankuin. Orally. 

Mr. McGratn. Do you recall where this was? 

Mr. FrankKuin. Well, it was through Mr. Laub. In a private con- 
versation with Mr. Laub, he asked me if I knew there was some dif- 
ficulty in getting chrome ore out of Rhodesia, and I said I was not 
aware of any new development. And he said Mr. Keeley had just 
returned from Rhodesia and said something to him about it. And so I 
asked him if he would have Mr. Keeley write me a letter setting forth 
the situation, and I would refer it to the proper people who might be 
able to do something about it. 

Mr. McGratn. This was not one of your normal duties in your posi- 
tion as chief of the Ferroalloys Branch, was it ? 

Mr. Franky. I think it was very much one of my duties. 

Mr. McGratt. To take care of the bottlenecks in transportation in 
Southern Rhodesia ? 

Mr. Franxurn. Anything that had to do with chrome ore. 

Mr. McGram. Did you have anything to do with bottlenecks in 
‘ansportation in foreign countries ? 

Mr. Frankuin. Yes, sir; with the Union of South Africa. 

Mr. McGrain. What did you do as a result of this letter ? 

Mr. Franky. I sent it over to the State Department and told them 
it was an item I thought they might be interested in. 

Mr. McGratn. Did you take care of this problem as a result of a 
request, or communications from or discussions with officials of any 
other company than Vanadium ? 

Mr. Franxuin. No, sir. This was brought to my attention through 
Mr. Keeley. And he had been aware of it through his traveling in 
Africa. And he sent me the letter, which I forwarded to the agency 
I thought could do something about it. 

Mr. McGratt. When you were a salaried employee, did you ever 
handle a problem of that nature? 

Mr. FraNnKLIN. No, sir. 

mr. McGratt. And you communicated with the Department of 
State ? 

Mr. Franxuin. I forwarded the letter to Mr. Stott, and I believe 
to Harlan Bramble in the Department of State. Mr. Stott was in 
the DMPA. 

Mr. McGrart. And you received a memorandum addressed to you 
as an NPA official from the Defense Materials Procurement Agency, is 
that correct ? 

Mr. Franxurn. Yes, sir. 

Mr. McGrar. What did you do with that memorandum? Did you 
send a copy of that to President Keeley ? 

Mr. Franxkurn. Yes, sir. 

Mr. McGrat.. Did you receive permission to send a copy of this 
Government memorandum ? 

Mr. FrankKurn. Yes, sir. 
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Mr. McGraw. From whom? 

Mr. Frankuin. From Mr. Stott. In fact, the memorandum was 
prepared in such a way that it could be sent to Mr. Keeley. 

Mr. Maerz. Was it sent to other companies, too ? 

Mr. Franky. I beg your pardon ? 

Mr. Maerz. Was that memorandum you received from the State 
Department sent by you to other companies in the industry / 

Mr. Frankia. No, sir; it was in answer to a specific case here, 
which Mr. Keeley brought to our attention. 

Mr. Maerz. Did Mr. Keeley communicate with you through official 
Government channels, or did he write you a personal letter? 

Mr. Franky. May I ask what you would refer to as official Gov- 
ernment channels / 

Mr. Keeley was not in the Government at the time. 

Mr. Maerz. Mr. Keeley was president of the company which was 
paying your salary. 

Mr. Franxuin. Yes, sir; that is right. 

Mr. Materz. Is it not correct that he wrote you a personal letter 
and asked you whether you could handle the problem ? 

Mr. FrankKuin. It was not a personal letter, it was a letter addressed 
to me as chief of the Ferroalloys Branch of the NPA. 

Mr. McGraiz. In the letter dated November 20, 1952, addressed by 
you to President Keeley you stated in the last paragraph : 

In the meantime you might be interested to know that we have received a 


letter from Mr. Charles F. Colbert, Jr., president of Pittsburgh Metallurgical Co., 
expressing concern for his supply of chrome ore, because of the railroad situa- 


tion. 

When you say “we have received a letter from Mr. Charles F. Col- 
bert, Jr., “president of the Pittsburgh Metallurgical Co.,” who do you 
mean by “we? 

Mr. Franxurn. The NPA. 

Mr. McGraw. And was it your practice to report to your company 
information based on the communications that you received as a Gov- 
ernment official, as you did in this case? 

Mr. Frankuin. No, sir. 

Mr. McGraw. Did you consider it proper to supply your company 
with information about other companies that you received as a Gov- 
ernment official ? 

Mr. Franxury. I don’t think there was anything particularly con- 
fidential about it. As a matter of fact, if I had, 1 would never have 
done so. This was a matter of common interest to the industry as well 
as to the Government. 

Mr. Maerz. When this gentleman wrote the NPA, to your par- 
ticular branch at NPA, do you think that he expected that you, an 
official of the Government, would then communicate that information 
to a company which was paying your salary 4 

Mr. Franxkurn. I don’t think Mr. Colbert gave it a thought. You 
ure asking me to interpret someone else’s thoughts, and I can’t do 
that. 

Mr. Materz. Did you communicate with Mr. Colbert and ask Mr. 
Colbert whether it would be proper for you to furnish the information 
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which he had submitted to a Government agency to your own com- 
pany ? 

Mr. Frankiry. I don’t remember, but that is possible. Mr. Col- 
bert, of course, was president of another ferroalloys company, and we 
talked to him occasionally, and I may have done so. 

Mr. McGrat. Did you send this information to any other company 
than Vanadium ?¢ : 

Mr. Franky. I don’t think so, Mr. McGrail. 

Mr. McGraw. Mr, Chairman, may I introduce the four documents 
] have just referred to? 

Mr. Rogers. They will be accepted. 

(The documents referred to are as follows :) 


OcTOBER 31, 1952. 
Mr. FREDERICK F, FRANKLIN, 
Chief, Ferroalloys Branch, Iron and Steel Division, 
National Production Authority, Washington 25, D.C. 

DEAR MR. FRANKLIN: I have just received word from Mr. Charles Bott, the vice 
president of our Rhodesian corporation, that once again one of the United States 
semiofficial Government bodies are insisting on shipments of other production to 
the detriment of shipments of chrome. 

I do not know whose interest is paramount, but I think that you should inquire 
and let us know about the situation, so that we may attempt to maintain the 
chrome schedules which you have set up for us. 

Mr. Bott writes that the International Monetary Fund lent Southern Rhodesia 
5 million pounds for the purchase of railroad material. One of the clauses of 
the agreement was that stocks of coal at all power stations should be made up to 
3 weeks supply by June, 1952. It was found that this clause prevented the export 
of chrome and copper and it was waived temporarily. The Southern Rhodesian 
Government has now been told that they must honor the clause by December 31, 
which as usual will not mean less copper, but certainly will mean less chrome. 

There seem to be too many semiofficial United States Government bodies making 
these peculiar agreements and arrangements, which unknowingly prevent chrome 
from being shipped to America. 

Sincerely, 
WILLIAM C. KEELEY. 


NOVEMBER 6, 1952. 
Mr. WILLIAM C. KEELEY, 
President, Vanadium Corporation of America, 
New York 17, N.Y. 

Dear Mr. KEELEY: This will acknowledge your letter of October 31, 1952, re- 
garding the stoppage of chromium shipments in Southern Rhodesia. 

I have referred this matter to Mr. Harlan Bramble, of the State Department, 
and Tom Lyons and Charles Stott, of the Defense Materials Procurement Agency. 
It will also be brought to the attention of the Defense Materials Operating Com- 
mittee, which is an interagency group including Defense Production Administra- 
tion, the Munitions Board, and Office of Defense Mobilization. Everyone con- 
tacted thus far has expressed concern at this turn of events, and has promised 
help to find out who has been responsible for the situation, and what can be done 
to keep chromium ore moving. One opinion was that the insistence that Southern 
Rhodesia adhere to the coal clause was the International Bank, which is not a 
Government agency but in which the United States is represented. 

The State Department has assured me they will help prepare a formal reply 
to your letter as soon as they have been able to determine exactly what has 
happened. 

In view of the emphasis placed upon this situation around here last spring 
concerning this subject, I think we may expect some positive action for once. 

Sincerely, 
FREDERICK F’. FRANKLIN. 
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UNITED STATES GOVERNMENT 


DEFENSE MATERIALS PROCUREMENT AGENCY 


NOVEMBER 17, 1952. 
Office memorandum. 
To: Mr. Frederick F. Franklin, Assistant Chief, Ferroalloys Branch, Iron and 
Steel Division, Metals and Minerals Bureau, National Production Authority. 
From: Charles E. Scott, Director, Foreign Expansion Division, Defense Materials 
Procurement Agency. 
Subject: Chromium (Southern Rhodesia). 


Reference is made to your memorandum of November 6 to Mr. Harlan Bramble, 
of the Department of State and to this Agency, to which you attached a copy 
of the letter of October 31 from Mr. W. C. Keeley, president, Vanadium Corpora- 
tion of America. 

Mr. Keeley appears to be confused concerning the loan made to the Southern 
Rhodesian Government by the International Bank and the ECA loan to the 
Rhodesian railways. These two loans are not tied together in any respect. 
DMPA has discussed the International Bank loan with Mr. Robert L. Garner, 
vice president, International Bank for Reconstruction and Development, in 
respect to how this loan would affect coal deliveries to Northern Rhodesia and 
general transport problems. Mr. Garner informed us that the loan was to be 
made specifically for the importation of equipment to expand power production. 
It was recognized that an uninterrupted supply of power from the thermal plants 
could be maintained only if adequate reserves of fuel were kept on hand. At 
that time, the powerplants were only maintaining coal reserves sufficient for 
3 to 5 days’ operation. This was considered inadequate. Therefore, the South- 
ern Rhodesian Government informed the bank that it intended to make appro- 
priate arrangements whereby the stocks at the powerplants of the electricity 
supply commission and the municipalities of Salisbury and Bulawayo would, as 
soon as practicable, be built up and maintain their stocks at a level of at least 
21 days’ consumption. It was hoped that this could be achieved by June 30, 
1952. However, due to transportation difficulties, this coal stockpiling program 
has not yet been achieved. Both the bank and the Southern Rhodesian Govern- 
ment appreciate that this is a flexible policy and is limited by practical con- 
siderations of coal production and transportation problems. As far as we know, 
the stockpiling of coal at the thermal power stations was not a part of the con- 
tractual agreement, but was merely an understanding reached through discus- 
sions between representatives of the bank and the Southern Rhodesian Govern- 
ment. Mr. Keeley should clearly understand that the International Bank is 
not a United States Government agency and that the United States Government 
has no direct control of their policies or functions. 

As to the ECA loan to the Rhodesian railways, the purpose was to improve 
the operations, mainly through an increase in locomotives and rolling stock. 
Thus, this project was designed to be of direct assistance to any shipper in that 
area. The agreement did include the delivery of certain percentages of the coal 
production which were vitally needed in the copper belt of Northern Rhodesia. 
However, this agreement would have little limiting effect on the general trans- 
port facilities for the chrome producers. At last reports, coal production from 
the Southern Rhodesia mines has improved to the point where all normal require- 
ments can be satisfied. At the same time, improvements to the Rhodesian Rail- 
ways and the addition of new equipment, which should start arriving late this 
year, should ease the general transport problems considerably. We understand 
also that the Rhodesian Railways has accepted the offer made to it by an 
American company in which diesel equipment will be placed in operation on 
the eastern section in the near future. This should assist chrome shipments 
from the Saluwke area. 





NOVEMBER 20, 1952. 
Re chromite (Southern Rhodesia). 
Mr. WituiAM C. KEELEY, 
President, Vanadium Corporation of America, 
New York 17, N. Y. 

Dear Mr. Keetrey: Attached is copy of the reply I received from Defense Ma- 
terials Procurement Agency, after forwarding your letter to them for comment. 
It does not appear as if they intend doing anything about the matter. 


67271—56—pt. 3——31 
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As a result I have called Mr. Howard Young to see if we cannot get some 
positive action, but find he is out of town. He is expected to return tomorrow 
and I will get in touch with him at the first opportunity, preferably by visiting 
his office for a discussion of the matter. 

In the meantime you might be interested to know that we have received a 
letter from Mr. Charles F. Colbert, Jr., president of Pittsburgh Metallurgical 
Co., expressing concern for his supply of chrome ore because of the railroad 
situation. 

Sincerely, 
FF. F. FRANKLIN, 
Acting Assistant Director, Iron and Steel Division 
for Ferroalloys, Metals and Minerals Bureau, NPA. 

Mr. McGrait, May we refer to a letter dated February 19, 1953, 
from you, Mr. Franklin, to Vice President Laub. 

I would like to read part of that letter, Mr. Chairman, starting with 
the second paragraph: 


I should like to comment a little further on the subject of Mr. David H. Duff, 
Jr. Since you mentioned the subject to me, I have given it a good deal of 
thought, and think that his presence in our sales division would be advantageous 
to all. Iam making this statement with full realization that our welfare as in- 
dividuals, as well as that of the company, depends upon the quality of people 
working with us. 

Since your visit here, I have appointed Mr. Duff Acting Chief of the Ferro- 
alloys Section, in spite of the presence of such men as Judge Lindsey, who has 
more years, and greater experience. 

Mr. Franklin, who is Judge Lindsey? 

Mr. Franky. Judge Lindsey was a man of some years, who had 
served in the steel industry and came in in a temporary, indefinite 
position during Korea. 

Mr. McGratv. And you appointed, you say here, rather than Judge 
Lindsey, or such men as Judge Lindsey, Mr. Duff, to the position. 
Mr. Duff was being considered by your corpor ation as a future em- 
ployee; is that correct ? 

Mr. FRrRankuin. No, not by the corporation. I was considering 
him—in fact, I recommended him to the corporation; they did not 
employ him. 

Mr. McGrat. You were considering him for employment by your 
company ; is that right? 

Mr. Franxuin. I w as, yes. 

Mr. McGratt. Had you discussed this man, Mr. Duff, with the vice 
president or the president of the company ? 

Mr. Franxurn. With Mr. Laub, the vice president of the company. 

Mr. McGraw. And Judge Lindsey, you say, was a man of consid- 
erable experience and ability ? 

Mr. Franxurn. I didn’t say ability, Mr. McGrail. I was careful to 
leave that out. Mr. Lindsey was a gentleman of advanced years, and 
he was not capable of handling the work which we had to have done 
as Chief of the Ferroalloys Section. 

Mr. McGrar. Then you were not pointing—you referred to other 
men, such as Judge Lindsey. Were these other candidates for the job, 
in spite of whose presence you appointed Mr. Duff, also of advance ed 
years and not particularly competent ? 

Mr. Franxuin. Well, first of all, there was only one other I can 
think of at this time who might have qualified for that position. And 
he was a WOC, and his term was about up, Mr. Ludwig. In fact, Mr. 


Ludwig left the NPA shortly after this. 


Mr. McGram. Mr. Duff was a salaried employee of NPA, was he 
not? 











<tr OW Baas is 


A ln ahah 1 tr tb 


send “Sail a a z 
LS AN EEE Na A a er tin eich: 


ah as alll it ii 


eek ree 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1667 


Mr. Frankuin. Yes, sir; that is right. 

Mr. McGram. And Judge Lindsey was / 

Mr. Franky. That is right. 

Mr. Keatine. Was Mr. Duff later employed by your company ? 

Mr. FRANKLIN. No, sir; he was not. 

Mr. Keating. It never amounted to anything; he was just some- 
body that you were recommending / 

Mr. Frank uIN. I recommended him to the company, but the com- 
pany did not approve of him. . 

Mr. McGratit. Your position, then, in appointing Mr. Duff to this 
position, was in contemplation of the expected employment of Mr. 
Duff by your company / 

Mr. Frankuin. No, sir; it had nothing to do with it. 

Mr. MoGraiu. May I offer the letter of February 19, 1953, for the 
record, Mr. Chairman. 

Mr. Rogers. Yes; it will be received. 

(The letter referred to is as follows:) 

DEPARTMENT OF COMMERCE, 
NATIONAL PRopUCTION AUTHORITY, 
Washington 25, February 19, 1953. 


Mr. Gustav LAus, 
Vice President, Vanadium Corporation of America, 
New York, N.Y. 

DeEaAR Mr. LAus: Enclosed are my expense accounts for January, together with a 
special expense account to cover the luncheon at the Mayflower on the occasion 
of your visit February 5, 1952. Several of the people who attended this luncheon 
have since expressed their appreciation in such terms that they obviously con- 
sidered it something out of the ordinary. 

I should like to comment a little further on the subject of Mr. David H. Duff, 
Jr. Since you mentioned the subject to me I have given it a good deal of thought 
and thiak that his presence in our sales division would be advantageous to all. 
I am making this statement with full realization that our welfare as individuals, 
as Well as that of the company, depends upon the quality of people working with 


us. 
Since your visit here I have appointed Mr. Duff Acting Chief of the Ferroalloys 
Section, in spite of the presence of such men as Judge Lindsey, who has more 
years and greater experience. 

In closing, I do not think I have seen anyone with such excellent basic quali- 
fications for our type of work since Mr. St. Vincent became a part of the organi- 
zation. 

Sincerely, 
F. F. FRANKLIN. 

Mr. McGratu. I would like to refer to a letter dated October 28, 
1952, addressed to the vice president from you. 

Mr. Franxuin. To Mr. Laub? 

Mr. McGrai. Yes. And also a letter from Mr. Laub to you dated 
October 30, 1952, and one dated October 30, 1952, to the vice president 
from you, and then a translation of a newspaper article by the Depart- 
ment of State. 

In these documents you are referring to a Peruvian newspaper 
attack on your company; is that correct? 

Mr. Frankuin. Yes, sir. 

Mr. McGrait. And how were you informed of that newspaper 
article ? 

Mr. FRANKLIN. I was first told by a member of the State Depart- 
ment about this article, in conversation following one of our inter- 
agency meetings. I am sorry to say I cannot supply the name of the 
person, because I just don’t remember. It might have been Mr. 
Bramble. 





1668 WOC’S AND GOVERNMENT ADVISORY GROUPS 


Mr. McGrai. So you advised your company of the newspaper 
article ? 

Mr. Frankuin. Yes, sir. 

Mr. McGraw. This had nothing to do with your official duties as a 
Government official at the time, I take it? 

Mr. Frankurn. Well, I would certainly have advised any of the 
ferroalloy companies of such a situation, had it been brought to my 
attention. 

Mr. McGraw. Was it ever brought to your attention with respect to 
any other companies ¢ 

Mr. Franky. No, sir: it was not. I don’t think any such case ever 
occurred ; it did not, to my knowledge. 

Mr. McGratm. And as a result of your letter, why, the vice presi- 
dent, Mr. Laub, wrote you and asked you to obtain a copy of the 
document ? 

Mr. FrankuiIn. Yes, sir. 

Mr. McGrait. You then contacted the Department of State and 
asked them to translate the article; is that correct ? 

Mr. Franxuin. No, sir. They told me at the time that they didn’t 
know exactly what the article had in it, because it hadn’t been trans- 
lated, but translation was under way. The article had appeared in a 
Communist newspaper in Peru, which evidently was trying to foment 
trouble with any United States representatives down there, or any 
United States companies. 

I believe that this probably wasn’t the first time that it happened, 
but I don’t know of any other occasion. 

Mr. McGram. And you then obtained the translation and sent a 
copy to your company ? 

Mr. Frankurn. Yes, sir: that is right. 

Mr. McGraim, And you were corresponding with your company on 
the Department of Commerce stationery / 

Mr. FRANKLIN. Yes, sir. 

Mr. McGram. You were doing this, you say, in your official capacity 
as a Government official ¢ 

Mr. Frankutn. Yes, sir; yes, I think that you can say this: As the 
Ferro Alloys Branch of the National Production Authority, we were 
in contact with all ferroalloy companies, in constant contact with 
them, and if a situation like this came up, | most certainly would have 
told them about it. : 

As a matter of fact, Mr. McGrail, I believe that the State Depart- 
ment at the time told me they were making a translation and would 
send me a copy, which I could send to the Vanadium Corp., because 
the interest of the company in this particular case, and that of the 
United States, were identical. 

Mr. McGram. Mr. Chairman, may I offer the documents which I 
have referred to? 

Mr. Rogers. They will be received. 

(The documents referred to are as follows:) 

DEPARTMENT OF COMMERCE, 


NATIONAL PRODUCTION AUTHORITY, 
Washington 25, October 28, 1952. 


Mr. Gustav LAUB, 
Vice President, Vanadium Corporation of America, 
New York, N. Y. 


Dear Mr. Lavus: Enclosed is my expense account for the first part of October. 
Will you please have the cashier send me $300 against expenses for November. 
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The State Department has expressed concern over an attack made on the Vana- 
dium Corp. by a Communist newspaper in Peru. I have asked for copies of this 
article, but they have not yet been forwarded. The article appeared about 1 
month ago. As soon as available I will forward them to you. 


Sincerely, 
F. F. FRANKLIN. 


OcToOBER 30, 1952. 
Mr. F. F. FRANKLIN, 
Hyattsville, Md. 

DEAR FrepD: [ have your letter of October 28. Your expense check will be sent 
to you automatically on the first day of each month. Hence the check for Novem- 
ber should be in the mail tomorrow. The salary check is a separate item. 

We are very much interested in the second paragraph of your letter stating 
that the State Department is expressing concern over an attack made on us by 
a Communist paper in Peru, and we would like to see the article. Hope you will 
be able to get one and send it up pronto. 

Thank you. 

Sincerely, 
G.L., Vice President. 


os 


DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington, October 30, 1952. 
Mr. Gustav LAvs, 
Vice President, Vanadium Corporation of America, 
New York, N.Y. 

Dear Mr. Lavus: Attached are two copies of a translation made by the Depart- 
ment of State of an article printed in Lima September 29, 1952. Unfortunately 
I do not understand the reference which is simply shown as “1952.” Someone in 
the Vanadium Corp. may understand what this means. 

The part pertaining most directly to Vanadium is contained on page 3, and you 
may wish to call it to the attention of the people concerned with the Peruvian 
operation. 

In scanning part of the article it seems to refer to production of ferrovanadium 
in Peru. This is simply an extension of what we have found being recommended 
in other parts of the world where ores are obtained. For example, the South 
Africans are now talking about manufacturing and exporting ferromanganese 
and ferrochromium, and the Indians similarly are interested in the manufactur- 
ing and exporting of blast furnace manganese. In no case, however, have we 
any specific information that facilities are being constructed for the manufacture 
of these alloys. 


Sincerely, 
F, F. FRANKLIN. 


DEPARTMENT OF STATE 
DIVISION OF LANGUAGE SERVICES 
(Translation ) 
Te No. 56966 
T-39/R-IV 
Spanish 


29-3 


{Source: “1952,” Lima, September 29, 1952, pp. 
STRATEGIC MATERIALS 


THE AGENCY PROCURING STRATEGIC MATERIAL FOR THE UNITED STATES IS BEING 
ESTABLISHED IN LIMA 

For Yankee defense 
“The purpose of the second region of the Defense Materials Procurement Agency 
is to provide aid to the South American countries in order to stimulate in them 
the development of new production and to increase the present production of 
minerals and strategic metals which the United States needs, in accordance with 
the present defense program and for stockpiling.” Soe declared Mr. Claude W. 
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Courand, Minister of the Diplomatic Service of the United States, assigned to 
the American Embassy in Peru, at a press conference held on the afternoon of 
Friday the 26th at the American Embassy. Mr. Courand is also director of the 
principal office of the aforementioned region, which will have its headquarters 
at Lima. 

The Defense Materials Procurement Agency—DMPA—was established in the 
United States in August 1951. Its function is the planning, administration, and 
coordination of the programs of the Government of that country for the expan- 
sion of productive capacity and capacity to supply materials, and to grant facili- 
ties for the defense effort. The agency which will function in Lima, the second 
regional office to be established, will centralize all activities pertaining to the 
program of the second region, which includes all the South American countries 
with the exception of the Guianas. Mr. C. W. C. was in Lima once before, from 
1944 until 1946, as special assistant to the Ambassador of the United States at 
Lima and as special representative of the Foreign Economic Administration. He 
has served his Government for many years, always in connection with South 
American problems. He intends, during his stay in Lima, to discuss the program 
to be developed and to learn “in greater detail the situation with respect to the 
metals and minerals of Peru, studying with the Government and the repre- 
sentatives of industry the immediate prospects for a greater development of 
those resources for the defense effort.” 

On account of the emergency 

According to a statement of Mr. C. W. C. “the activities of the DMPA in 
Peru will be directed chiefly toward aiding private organizations engaged in 
mining operations in order to accelerate production to the greatest extent com- 
patible with the need of the defense program and the healthy economic develop- 
ment of the mineral resources of Peru.” The aforementioned aid would be 
oriented toward giving technical information and advice concerning the most 
practical methods of stimulating production; the creation of a purchasing organ- 
ization in order to assure a market for the products obtained; financial assist- 
ance in collaboration with the Export-Import Bank for the large, long-term 
projects, furnishing to private companies the capital necessary in order to sup- 
plement their own capital, and entering into purchase contracts in such a way 
that the loans would be repaid out of the proceeds of production ; and, lastly, it 
Will establish minimum prices for a definite period of years in order to assure a 
fixed market, which it considers to be the most effective means of stimulating 
production. 

Mr. C. W. C. further stated that—‘It will be our constant aim to channel our 
own activities into those cooperative emergency programs which are established 
as a result of the adoption of programs of greater scope affecting the economic 
development of Peru.” 

The basis for these programs, or more specifically, for the activities of the 
DMPA, was established, in the opinion of Mr. C. W. C. by resolution XIII of 
the Fourth Meeting of Consultation of Ministers of Foreign Affairs held at 
Washington, D. C., in March 1951, to which the Government of Peru lent its 
support and which had as its aim “to increase the production and processing of 
basic and strategic materials required for the defense emergency, for the essen- 
tial needs of civilian production and for operation of basic public services.” 


Without greater benefits 

The establishment of the headquarters of the aforementioned regional office 
at Lima, as well as the purposes which Mr. C. W. C. hopes to accomplish during 
his stay in Peru are without doubt important and will be profitable for certain 
sectors of the country’s mining activities which, as is well known, are largely 
carried on by United States companies which, through the aid to be given them 
by the DMPA will be able to increase their business and their mining opera- 
tions. But these results will mean very little to the economic development of the 
country in general, because the technical and economic aid, instead of further- 
ing the purposes indicated in the 13th resolution “to increase the production and 
processing of basic and strategic materials required for the defense emergency, 
for the essential needs of the population and for operation of public services’’— 
of the producer countries, that is—will be oriented only toward satisfying the 
needs of the United States “in accordance with the present defense program and 
for strategic stockpiling by the United States.” Thus the aid offered tends only 


tc maintain Peru as a major producer of raw materials—strategic minerals and 
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metals—to be sold to the United States at the minimum prices established for 
the convenience of the big trusts in the name of the so-called defense effort. 
It is undeniable that Peru, like all South American countries, needs the tech- 
nical assistance and especially the financial assistance of the United States to 
develop its economy. But such assistance must be oriented along lines which 
signify a real contribution to the economic and social progress of the country 
so that it may overcome its present condition as a producer and exporters of 
raw materials and an importer of manufactured products. 


Let us remember the tuna 


Those types of aid in emergency periods, however much it may be affirmed that 
“a program well conceived and adequately carried out for the development of the 
resources will aid in an efficacious manner in the realization of the wishes of the 
free nations to raise the levels of economic activities,” are not very advantageous, 
and at times are even detrimental, to the actual economic development of the 
country. On the one hand, because of its transitory character, when the emer- 
gency period is past, as in the case of the tuna, all the offers of sure markets, prices, 
facilities, etc., in exchange for the assurance of supplies, would be set aside, and 
the reason given would be that it was for the good of the people of the United 
States. On the other hand, our production, made subject to the needs of United 
States industry for minerals and metals, would continue to be bound, as though 
we were a colony, to the United States market, and at very low prices since the 
amortization of the financial assistance loaned for developing and increasing our 
production would have been guaranteed in this manner. In exchange, Peru 
would find its income from the operation of its mines reduced, with the conse- 
quent detrimental effects on its general economy. 


The case of vanadium 

In spite of the fact that the 13th resolution, which has been mentioned several 
times, is considered as the basis for the activities of the DMPA, Mr. C. W. C. has 
referred only to the increase in the production of minerals and strategic metals 
and not to their processing, that is to say to the manufacture of certain other 
products, used in American industry, the manufacture of which is feasible in Peru, 
in view of the fact that it produces the basic minerals entering into their manu- 
facture. This is true of the ferrous alloys, as, for example, ferrovanadium, in 
the manufacture of which vanadium is used, a metal of which Peru is the world’s 
largest producer, exporting its entire production to the United tates. However, 
the exploitation of its vanadium resources by an American firm scarcely represents 
any benefit to the country, since the aforementioned firm always shows a loss, due 
to the fact that the world trust, of which the aforementioned firm forms a part, 
has for years been setting a very low price for vanadium. Thus the exploitation 
represents a loss for the company, which does not leave it a margin for the pay- 
ment of taxes to the State. But the vanadium exported is used in the manufac- 
ture of ferrovanadium, a new product which has a very high current price on the 
international market, and this enables the producing company to reap huge prof- 
its. Ninety-five percent of the vanadium produced and imported by the United 
States is used in the manufacture of steel and iron, [and] alloys which are out- 
standing among those which resist friction and impact. A very small part is used 
in the chemical industry. It is obvious that if Peru, instead of exporting its 
vanadium in the form in which it exports it at present, without profit, should use it 
in the manufacture of ferrovanadium, it could occupy an important position 
among the industrial countries of the world in view of the huge demand which 
exists for this very important alloy, both in peacetime industry and in wartime 
industry. The same may be said for tungsten, manganese, and molyhdenum. It 
is for this reason that Peru should not export ores containing those metals, but 
rather their corresponding ferrous alloys now being manufactured by the big 
trusts, which profit from the very low prices they pay for the ores or concentrates 
in semicolonial countries such as ours. 


Let it be correctly interpreted 

Many other cases similar to these two may be cited and should be taken into 
consideration in an effective assistance progam for increasing the production of 
the South American countries. as favored by the 13th resolution of the Fourth 
Meeting of Consultation of Ministers of Foreign Affairs which was held at Wash- 
ington in 1951, a resolution which, at present incorrectly interpreted by the DMPA, 
is cited by that agency as the basis for its organization and activities. 

It is to be hoped that the discussion of the program of the second region, as an- 
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nounced by Mr. C. W. C., will take up the matter of increasing not only the pro- 
duction of raw materials but also that of industrial products in which the basic 
metals produced in Peru are used. 

Mr. McGraw. I would like to refer now, Mr. Franklin, to a letter 
dated January 22, 1953, to Vice President Laub on Department of 
Commerce stationery. 

Mr. FraNnkuin. Did you say January 22? 

Mr. Rocers. January 22, 1953. 

Mr. McGrairt. From you to Mr. Laub. It has to do with marine 
propeller shafting and rudder stock. 

Mr. Matetz. I think, Mr. Franklin, there were two letters, as you 
have indicated there. 

Mr. Frankurn. That has been the cause of some of this shuffling we 
have been doing at this table; yes, sir. 

Mr. McGratt. In this letter you refer to a request of Mr. Laub to 
you for information regarding the specification for marine propeller 
equipment ; is that correct ? 

Mr. FRANKLIN. Yes, sir. 

Mr. McGrat. Have you obtained a copy of that letter from Mr. 
Laub to you requesting that ? 

Mr. Franxuty. Is this the one you refer to? 

Mr. McGratt. I am not referring now to the one that you sent to 
Mr. Laub, but the one that you refer to in the first paragraph of this 
letter of January 22. 

Mr. Franxurn. I didn’t make that request through letter; I made 
it over the telephone. 

Mr. McGrart. What is he asking for here? 

Mr. Franxuin. Well, he was asking for a set of published specifica- 
tions on naval materials. 

Mr. McGrar. And you obtained that information for him? 

Mr. Franxutn. Yes, sir; and sent it to him, together with this 
letter. 

Mr. McGrait. Was this a part of your duties as a Government 
official ? 

Mr. Franxury. I think so. I would be very happy to do it as a 
Government official for any member of the ferroalloys industry that 
requested it. 

Mr. McGratm. What did it have to do with your duties in the ferro- 
alloys branch? 

Mr. Franxutn. Nothing in particular; it was an accommodation 
which, as I say, I would have done for any of the ferroalloy com- 
panies, 

Mr. McGrai. Did you perform such a service for any other com- 
panies ¢ 

Mr. Franxurn. Not with this particular set of specifications, but 
we did forward such information occasionally, as an accommodation. 

Mr. Keatrne. Mr. Franklin, I get. as a Congressman, a lot of let- 
ters from various lawyers wanting information or documents, or some- 
thing like that. Once in a while I get one from the law firm of which 
I am a very inactive partner. And I don’t consider it improper if 
I get some Government document for them, just as I would for any 
other lawyer that writes me. 
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Mr. Frankuin. Well, we were always being kidded by the remainder 
of the industry about the inefficiency of Government services, and this 
was one of our chances of trying to show them that we were on the 
ball here in Washington. 

Mr. McGraw. Now, your second paragraph, Mr. Franklin, starts 


off : 


I made the contacts Mr. Beardman and Lieutenant Meese have told me— 


Et cetera. What did you mean by “I made the contacts”? 

Mr. Franxirn. Well, we had two men that lived with us in NPA, 
Mr. Beardman and Lieutenant Meese. 

Mr. McGratn. So they were NPA contacts rather than company 
contacts ? 

Mr. Frankuin. Yes they were the Navy representatives in NPA, 
and I saw them regularly. 

Mr. McGraw. Were the specifications which you have here in some 
detail public records? 

Mr. FranxK.tn. Yes, sir; published specifications. 

Mr. McGraim. There is another letter, dated January 27, 1953. 
It is Mr. Laub’s reply to that letter of yours, is it not, thanking you? 

Mr. FRANKLIN. Yes, sir. 

Mr. McGram. Mr. Chairman, may I introduce these two docu- 
ments ? 

Mr. Rogers. Yes; they will be received. 

(The documents referred to are as follows:) 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AUTHORITY, 
Washington 25, January 22, 1953. 
Mr. Gustav LAvs, 
Vice President, Vanadium Corporation of America, 
New York, N. Y. 

DEAR Mr. LAus: Your request for information regarding the marine propeller 
shafting and rudder stock has produced mixed results. 

Our Navy contacts, Mr. Beardman and Lieutenant Meese, have told me that 
the old 344 nickel and carbon-vanadium specifications have been practically 
eliminated. Because of increased speed of the ships and power input, minimum 
tensile requirements have gone from 80,000 p. s. i. to 120,000 p. s. i.: and yield 
points from 45,000 to 100,000. 

To meet these properties in shafting up to 22-inch diameters the new specifica- 
tions MIL—S—890 (Ships) have been set up for steels with maximum alloy con- 
tents as follows: 





Crh cs deus usiustisgsecsus.o) Od POs 6 ik oc ee 2. 00 
DERROGRO......1n.n cp nnnieccmmihanns 1.00 | Molyn@enum. 2... ....5-..40.1~..,, 2100 
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Please note that all are maximum contents except the vanadium, which is a 
minimum. 

For smaller sizes shafting the following carbon-molybdenum-vanadium analy- 
sis is acceptable providing minimum properties given above are met: 


Carbon (maximum) ______- 0. 45 | Molybdenum_______-_______ 0. 30-0. 60 
I oes ce sshen eine gees . 0.50-O0, SSL VamnGimi o 0. 10-0. 25 
RAE hike is ind coke 0. 15-0. 45 





Attached is a set of the MIL—S—890 specifications. 

They could give me no information on the order you mentioned unless I could 
give more details such as the customer or contractor, steel mill, ete. If you can 
give me more particulars, I will be glad to see what they can offer. 

Sincerely, 


FRED 
F. F. FRANKLIN. 
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JANUARY 27, 1953. 
Mr. F. F. FRANKLIN, 
Assistant Director, Ferroalloys Branch, 
Tron and Steel Division, National Production Authority, 
Washington 25, D.C. 

Dear Mr. FRANKLIN: Thank you for information contained in yours of January 
22 regarding the marine propeller shafting and rudder stock. 

I am passing this on to our technical staff, and should any further particulars 
be desired, I will not hesitate to so advise. 

Sincerely, 
G. L., Vice President. 

Mr. McGrait. I would like to refer to a letter of Mr. Franklin, dated 
October 27, 1952, to Vice President Laub, and a letter from him to you, 
dated October 30, 1952, attached to which is a copy of an address you 
delivered. Do you have those documents available / 

Mr. Frankury. I beg your pardon ? 

Mr. McGram. Do you have those documents available ? 

Mr. Frankuin. Yes, sir. 

Mr. McGrait. You had sent to Mr. Laub a copy of an address 
which you proposed to give, regarding the status of the ferroalloys 
industry; is that correct ¢ 

Mr. Frankuin. Yes, sir. 

Mr. McGratt. And you sent him a copy, a draft of your address, 
before you delivered it; is that correct ? 

Mr. Frankurn. Yes, sir. 

Mr. McGraiw. What was the purpose of that ; to obtain his opinions 
on your remarks ? 

Mr. Franky. To obtain his opinions, and to get the competent 
counsel for which we were always seeking here in the NPA. I also 
sent copies of the draft to other people who were qualified to help out 
on the problem. 

Mr. McGraw. And was this a common occurrence for you, to turn 
to the officials of the Vanadium Corp. that you knew, for advice and 
counsel ¢ 

Mr. Franky. I beg your pardon ? 

Mr. McGrain. Was it a common occurrence for you to refer to the 
officials of the Vanadium Corp. for advice and counsel, respecting 
your NPA activities and duties? 

Mr. Franxirn. No, it was not common. There were special prob- 
lems that came up from time to time, such as the one on chrome ore. 
This was a report to the industry, to the consuming industry, of the 
status of the ferroalloy industry. It was also, in a way, a report to 
the Munitions Board and Government emergency agencies as to the 
readiness of the ferroalloy industry to participate in any war effort. 
Mr. McGraw. But you did on occasion turn to the company 
Mr. Franxkuin. On this occasion I did 
Mr. McGrain (continuing). Company officials for advice and coun- 
lon your NPA duties; is that right? 

Mr. Franxurn. No, that is not right. 

Mr. McGratm. Would you repeat the question, Mr. Reporter ¢ 
(The reporter read as follows: “But you did on occasion turn to 
the company officials for advice and counsel on your NPA duties; is 
that right” ?) 

Mr. Frankury. Wasn't there more to that question ? 
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Mr. McGrait. That was the question. 
Mr. Franxwin. I think I answered that by saying in very specific 
cases, but in this particular case I was making a report to the con- 
suming industry, the iron and steel industry, as well as to certain 
Government agencies, as to the readiness of the ferroalloys industry 
to participate in any war effort. And for that reason I was extremely 
anxious that everything I said be accurate up to date. 

Mr. McGratt. Is it correct that in special cases you did refer to 
the officials of your company for advice and counsel regarding your 
NPA activities and duties? Is that a correct statement ? 

Mr. Franxiin. You have thrown in other things that aren't quite 
true, Mr. McGrail. 

Mr. McGrar. What is not correct ? 

Mr. Frankuin. So far as asking for advice as to the status of the 
industry, yes; I consulted not only the Vanadium Corp. officials but 
I consulted the officials of other ferroalloys companies. 

Mr. McGraiz. Will you name some other, officials you contacted ? 

Mr. Franxurn. Yes, sir. Mr. Stanley Norwood, of the Electro- 
metallurgical Corp. 

Mr. McGratt. What was the subject of that consultation ? 

Mr. Franxutn. Well, Mr. Norwood received a copy of this same 
report, and I asked him for his help in preparing the final draft. I 
asked him to look it over and criticize it. 

Mr. McGrain. May I introduce the documents just referred to at 
this point, Mr. Chairman? 

Mr. Rogers. They will be received. 

(The documents referred to are as follows:) 

DEPARTMENT OF COMMERCE, 
NATIONAL PRODUCTION AU THORITY, 
Washington, October 27, 1952. 
Mr. Gus Lau, 
Vice President, Vanadium Corp. of America, 
New York, N. Y. 

DeAR Gus: I am sending you a copy of my remarks this morning before the 
Steel Products Industry Advisory Committee. A second copy is enclosed in case 
you may want to forward it to Mr. Keeley. Attached to each copy is a list of 
members of the committee. Several men were represented by their alternates, 
but among those present were Jack Schlendorf, Dave Carson, Jess Honeycutt, 
and Walter Watson. 

Thank you for your help in preparing this statement. Copies are also being 
sent to several other people in the ferroalloy industry who contributed. 

Sincerely, 
F. F. FRANKLIN, 
Assistant Chief, Ferroalloys Branch, Iron and Steel Division. 





REMARK ON STATUS OF THE FERROALLOY INDUSTRY FOR PRESENTATION 
OcToOBER 27, 1952 


The expansion of facilities of the ferroalloy industry is well underway, and 
some major steps have been completed. The expansion itself has been set up to 
correspond to that of the steel industry, with allowances for stockpiling and for 
the changing pattern of production with its increasing enrichment of alloys. 

In the case of manganese, the expansion of smelting facilities is well on its 
way to completion. There still remains certain diversion of blast furnace 
capacity for ferromanganese which will come with completed steel expansion, 
and the new production of electrolytic manganese which is still some months 
away. We also look forward to the projected recovery from open-hearth slags 
which will make us less reliant upon foreign sources of manganese ore. 
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Our manganese and chromium ores are imported with the exception of very 
small tonnages from domestic deposits. There seems to be adequate mining 
facilities for these ores, but shipment is limited by transportation facilities. 
Several Government agencies are trying to help industry accelerate the move- 
ment of manganese and chromium into the United States. A second demand 
for these ores is the national stockpile, and the rate of accumulation for this 
purpose has not met the requirements of the Office of Defense Mobilization. 

Because higher grade manganese ores are becoming less plentiful, and the 
average Manganese content in ore is dropping we may have to produce and use 
ferromanganese with lower alloy content. The matter of reducing the manganese 
in the ferroalloy will have to be worked out carefully although no substantial 
effect upon steel production is expected. 

The expansion program for ferrochromium production is well underway and we 
are already receiving some alloys produced as a result of this expansion. It will 
take, however, about a year to completely achieve the production goal for ferro- 
chromium and related alloys. 

Ferrosilicon expansion is substantially completed and most certainly is 
adequate for present purposes, 

Nickel and cobalt continue to be in short supply because, in part, of the urgency 
with which these materials are being stockpiled. For this reason and because 
of the sizes of the military and defense supporting requirements for these two 
alloys, we do not expect either nickel or cobalt to be readily available to industry 
for some time to come, even though substantial increases in production are 
expected during 1953. Reduced production of certain items, however, has made 
nickel a little more available for other manufactures although the total amount 
has not changed. 

Present shortages of molybdenum and tungsten are caused directly by the 
amounts taken by the Government stockpiles. The increased production of 
molybdenum we have been looking forward to during the past 18 months is now 
a reality, and tungsten production has been expanding constantly. During May, 
June, and July of this year, the United States produced more tungsten than her 
industry used for the first time in years. Our present entitlement for tungsten 
under the International Materials Conference is nearly twice our industrial 
demand. Nevertheless. both alloys remain in short supply because of the huge 
quantities moving to the stockpile. 

Columbium and tantalum continue to be in very short supply although per- 
mitted only for defense production and for the few industrial applications where 
they are vital. 

Vanadium is readily available to industry because of the expansion of mining 
in the Western United States where it is associated with, and mined with 
uranium. 

At the present time, supplies of the remaining elements under the jurisdiction 
of the Ferroalloys Branch, namely titanium, zirconium, and calcium are adequate 
to meet present demands. 

Summing this up, smelting facilities of the ferroalloys industry are sufficient 
for present requirements, and within a year they will be adequate to maintain 
the pattern set by 120 million tons of steel ingot production. The expansion of 
mining facilities to assure these plans of ore supplies is being pushed aggressively, 
and in some cases we are already obtaining additional quantities of ore. Short- 
ages of some of these materials, however, is due to the rate at which they are 
being added to the national stockpile. 


NATIONAL PropvuctTion AtTHORITY STEEL PrRoptcts INDUSTRY ADVISORY 
COMMITTEE MEMBERSHIP LIST, SEPTEMBER 24, 1952 


A.B. Wilson, vice president, Aeme Steel Co., 2840 Archer Avenue, Chicago, Tl. 

P. L. Francis. vice president, sales, Alan Wood Steel Co., Conshohocken, Pa. 

Russel M. Allen, vice president. Allegheny Ludlum Steel Corp., Pittsburgh, Pa. 

John A. Ingwersen, vice president, Armco Steel Corp., 703 Curtis Street, Mid- 
dletown, Ohio 

H. B. Johnson, vice president, Atlantic Steel Co., Post Office Box 1714, Atlanta 
1, Ga. 

Edward A. Livingstone, vice president, the Babcock & Wilcox Tube Co., Beaver 
Falls, Pa. 

J. V. Honeyeutt, assistant vice president of sales, Bethlehem Steel Co., Bethle- 
hem, Pa. 

George A. Spaulding. vice president, Bliss & Laughlin, Inc., Hopkins and Colgate 
Streets, Buffalo, N. Y. 
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F. S. Jones, vice president, the Colorado Fuel & Lron Corp., Post Office Box 1920, 
Denver 1, Colo. 

E. P. Severns, vice president, Continental Steel, 1109 South Main Street, Kokomo, 
Ind. 

R. E. Christie, executive vice president, Crucible Steel Company of America, 405 
Lexington Avenue, New York 17, N. Y. 

James L. Hamilton, Jr., vice president, Granite City Steel Co., Granite City, Ill. 

John F. Smith, Jr., vice president in charge of sales, Inland Steel Co., 38 South 
Dearborn Street, Chicago 3, Ill. 

A. J. Hazlett, vice president, Jones & Laughlin Steel Corp., Third Avenue and 
Ross Street, Pittsburgh 30, Pa. 

C. F. Borden, vice president, Kaiser Steel Corp., 1924 Broadway, Oakland 12, 
Calif. 

J. K. Wiese, vice president, Lukens Steel Co., Coatesville, Pa. 

D. V. Sawhill, president, Mercer Tube & Manufacturing Co., Sharon, Pa. 

J. A. Henry, vice president, National Steel Corp., Pittsburgh, Pa. 

W. Martin Dillon, vice president, Northwestern Steel & Wire Co., Sterling, Ill. 

A. R. Maxwell, Jr., vice president of sales, Pittsburgh Steel Co., 1600 Grant Build- 
ing, Pittsburgh 30, Pa. 

J. M. Schlendorf, vice president, Republic Steel Corp., Republic Building, Cleve- 
land 1, Ohio. 

D. B. Carson, vice president, sales, Sharon Steel Corp., Sharon, Pa. 

J. W. Anderson, vice president, Sheffield Steel Corp., Kansas City, Mo. 

David F. Austin, vice president, United States Steel Corp., Pittsburgh 30, Pa. 

N. C. Reed, vice president, sales, Wheeling Steel Corp., Wheeling, W. Va. 

W. E. Watson, vice president, Youngstown Sheet & Tube Co., 44 Central Square, 
Youngstown, Ohio. 


OcTOBER 30, 1952. 
PERSONAL 
Mr. F. F. FRANKLIN, 
Assistant Chief, Ferrolalloys Branch, Iron and Steel Division, 
National Production Authority, Washington, D. C. 


Dear FRED: Thank you for yours of October 27 with enclosure. 
The revised version of your remarks are much clearer, and if I might say, are 
more to the point than in the earlier draft. 
We appreciate having a copy of same. 
Sincerely, 
G. L., Vice President. 


Mr. Rogers. That appears to be all of the questions we have to ask 
you, Mr. Franklin. 

The committee will now adjourn, subject to the call of the chairman. 

(Whereupon, at 12: 10 p. m., the subcommittee adjourned, subject to 
the call of the Chair.) 
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WEDNESDAY, DECEMBER 7, 1955 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE J UDICIARY, 


Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:30 a. m., in room 
346, Old House Office Building, Hon. Emanuel Celler (chairman) pre- 
siding. 

Present: Representatives Celler, Rodino, Rogers, and Keating. 

Also present : Herbert N. Maletz, chief counsel ; Kenenth R. Harkins, 
cocounsel ; Thomas H. McGrail, assistant counsel of the subcommittee. 

The Cuamman. The committee will come to order. Our first wit- 
ness this morning is Mr. Laurence B. Hume. Mr. Hume, raise your 
right hand. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 

Mr. Hume. I do. 


TESTIMONY OF LAURENCE B. HUME, SALES ENGINEER, WASH- 
INGTON, D. C., OFFICE, COOPER-BESSEMER CORP. 


The CHarrMan. Will you give your name and address and present 
affiliation to the stenographer / 

Mr. Hume. My name is Laurence B. Hume. I am employed by the 
Cooper-Bessemer Corp., attached to the Washington, D. C., office as 
a sales engineer and have been with the Washington office since 1940. 

Mr. McGrarm. What are your duties and what is your position 
with the Cooper-Bessemer Corp. ? 

Mr. Hume. Sales engineer. 

Mr. McGraiz. And do you have contacts with the Government ? 

Mr. Hume. Yes, sir. 

Mr. McGrart. What proportion are Government contacts ? 

Mr. Hume. About 30 percent of my time is spent dealing with the 
Coast Guard, Navy, REA, and other branches of the Government 
that do purchasing. 

Mr. McGrai. Very briefly, what is the nature of the corporation, 
what products do they make ? 

Mr. Hume. The Cooper-Bessemer Corp. produces gas engines, 
diesel engines, compressors, centrifugal compressors which are used 
in the gas pipeline field; locomotive engines for locomotives and en- 
gines for power generation. 

Mr. McGrait. And you are a salesman of many of those products ? 

Mr. Hume. Yes, sir. 
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Mr. McGraw. How long have you been in this company ? 

Mr. Hume. Since 1940. 

Mr. McGraw. Going back to 1952, the early part of 1952, you were 
an employee of the company at that time in Washington ¢ 

Mr. Hume. That is correct. 

Mr. McGrai. You are now located in the Washington office? 

Mr. Hume. Yes, sir. 

Mr. McGraw. What is the purpose of the Washington office or 
what was the purpose of the Washington office back in 1952? 

Mr. Hume. Well, the Washington office has been in existence since 
1933 and it has always been operated under the direction of Mr. 
Cooper, and it was opened for the purpose of doing business in Wash- 
ington, D. C., with the Government and also handling the South- 
eastern States. 

Mr. McGrait. Would you say it is a regional office? 

Mr. Hume. It is a regional office. 

Mr. McGrarz. And Mr. Cooper is in charge? 

Mr. Hume. Mr. Cooper is a vice president and director of the com- 
pany and in charge of the Washington office. 

Mr. McGrain. Did you become a WOC in 1952? 

Mr. Hume. I beg your pardon? 

Mr. McGratr. Did you become a WOC in 1952? 

Mr. Hume. Yes, sir. 

Mr. McGraw. When were you appointed a WOC? 

Mr. Hume. May 19. 

Mr. McGraw. And how long did you serve as a WOC ? 

Mr. Hume. Until the 31st of December 1952. 

Mr. McGrain. And what position or positions did you hold as a 
Wwoc? 

Mr. Hume. I was Chief of the Internal Combustion Engine Sec- 
tion of the Engine and Turbine Division in NPA. 

Mr. McGram. Do you know who arranged your appointment as a 
Wwoc? 

Mr. Hume. Yes, sir. 

Mr. McGrar.. How was that arranged ? 

Mr. Hume. That was arranged by the Diesel Engine Manufacturers 
Association’s secretary, Mr. Harvey Hilland. He was approached by 
Mr. Hand, who was the Assistant Deputy Director of the Engine and 
Turbine Division, and Mr. Hill said that it was Cooper-Bessemer’s 
turn to have a man available to relieve Mr. Robert Tate, who was 
then—or who preceded me. 

I was placed on the job because I lived in Washington and it did 
not mean breaking up a family from one of our home offices and 
bringing somebody down. I was familiar with Washington and had 
lived here all my life and I knew the engine business, at least they felt 
I knew the engine business enough to take over the job. 

Mr. McGraw. Well, at this time you had been with the company for 
about 15 years? 

Mr. Hump. Not quite 15—it is just 15 this year. 

Mr. McGrat. Oh, 15 this year? 

Mr. Hume. Yes, sir. 
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Mr. MoGram. And you had been a salesman during that period of 
time exclusively ? 

Mr. Hume. No, sir. 

Mr. McGraw. What other positions did you hold ? 

Mr. Hume. When I was first employed by the company I worked 
in the factory as an erector. 

I went through the Navy training course in the plant and I was 
loaned to the Nav y—I should not s: ay “I was loaned, I w as sent overseas 
as a technical representative to service and install engines in ships in 
the Pacific. 

I was in the Pacific for roughly 2 years and when the war ended I 
was stationed in Okinawa. I serviced Cooper-Bessemer engines, Gen- 
eral Motors engines, or any other engines which I was required to re- 
pair and asked to repair by the commanding officer under whom I 
worked. 

There was also a Government contract involved in my time. ‘The 
Government agreed to pay Cooper-Bessemer $25,000 a year for my 
services which would include expenses. 

The Cuairman. Included expenses or excluded expenses ? 

Mr. Hume. Included all expenses. The contract read, “not to ex- 
ceed $25,000 a year.” 

Mr. McGratt. When you became Chief of the Internal Combustion 
Engine Section of the Engine and Turbine Division of NPA, what 
were your duties and responsibilities in that office? 

If it will help you, Mr. Hume, I have four directives from the NPA 
which I will hand to you and which authorize you to take various 
actions. 

Mr. Hume. Yes,sir. Well, primarily, my duties while I was at NPA 
was to receive the order boards from e: ich company each month. 

Mr. McGratrt. And would you explain what the order boards were ? 

Mr. Hume. The order boards were a list of all orders received by 
a manufcaturer for each month and it gave the name of the pure haser, 
the type of equipment which was on order by the purchaser, its end 
use, whether it was for a locomotive or powerplant. 

And these order boards were submitted to support any material 
which was allocated to the industry. 

When I received the order boards from the various companies I 
would go over them with my secretary and we would take off the new 
orders and then the orders would be submitted to the claimant agen- 
cies for approval, such as OIT and Defense, the Power Administra- 
tion—and if those claimant agencies approved the orders, they were 
then held firm in the production schedule and the companies were 
written a letter stating that the orders had been approved by the 
claimant agencies and they were to be held firm on the order board 
and held firm in their schedules. 

Mr. McGratn. Those documents that I showed you, the last three of 
them being dated May 22, 1952, would cover that sort of function, 
would they not, the allocation of materials? 

Mr. Hume. It would cover, yes, allocation of materials but did not 
cover the order board. The order board approvals were covered under 
a different order, I believe. 

67271—56—pt. 332 
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Mr. McGrai. What about the first one, dated May 9, which author- 
izes you to sign requests for priority on directive action initiated from 
the division ¢ 

Mr. Hume. I would say—the one dated May 9? 

Mr. McGratm. May 19. 

Mr. Hume. Oh, May 19. 

Mr. McGratn. Do you see that one? It is marked “No. 1, Docu- 
ment 1.” 

Mr. Hume. That is dated May 22, when it was issued. No, I do not 
see—oh, I am sorry. 

No. 1 just covers removal of Mr. Tate from the—— 

Mr. McGrai. And it says at the bottom, it authorizes you to take 
the action referred to ? 

Mr. Hume. Itsays: 


The following name should be added to this authorized list. 


Mr. McGram. And your name is set forth ¢ 

Mr. Hume. My name isset forth; yes, sir. 

Mr. McGratm. And the authorized list included authority to sign 
requests for priority or directive action ; is that correct? 

Mr. Hume. Yes, it did, although I did not have the authority to 
grant priorities. 

Mr. McGrat. Did you have authority to issue any directive orders? 

Mr. Hume. No, sir. 

Mr. McGrat. In what way did you participate in the issuing of 
directive orders ? 

Mr. Hume. I would make a request to any of the claimants, and 
make recommendations that a priority be granted, if there was any 
justification for it. 

Mr. Maerz. Mr. Hume, would you issue priority orders for a com- 
pany which was then competitive with Cooper-Bessemer Corp. ? 

Mr. Hume. Yes, sir—I have done that. 

Mr. McGraw. Mr. Chairman, at this time may I introduce the four 
documents referred to ? 

The Cuarrman. They will be accepted in the record. 

(The documents referred to are as follows :) 

NATIONAL PRODUCTION AUTHORITY, 
May 19, 1952. 
Mr. W. C. Groce, 
Director, Priorities and Directives Division. 
(Attention Mr. Tracy; E. J. Hand, Deputy Director, Engine and Turbine 
Division. ) 
AUTHORIZED SIGNATURES 


The following names should be removed from the list of individuals in this 
Division who are authorized to sign requests for priority or directive action, 
initiating in this Division. 

William H. Harper, Jr., Chief, Heavy Metal Tanks Section. (Resignation 
effective close of business May 28, 1952.) 

Robert N. Tate, Chief, Internal Combustion Engine Section. (Resignation 
effective close of business May 29, 1952.) 

The following name should be added to this authorized list: Laurence B. 
Hume, Chief, Internal Combustion Engine Section. 
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UnITeD STATES DEPARTMENT OF COMMERCE 
National Production Authority 
DELEGATION OF AUTHORITY NO. 2326 


To: Laurence B. Hume, Chief, Internal Combustion Engine Section, Engine and 
Turbine Division. 

From: Delegations Officer, Orders and Regulations Division, Policy Coordination 
Bureau. 

Subject: Delegation of authority re actions pursuant to sections 4 and 9 of NPA 
Order M—44. 


You are hereby authorized to approve the affixing of the official machine signa- 
ture of the NPA to actions pursuant to the following sections of NPA Order M—44. 
Section 4: Modifying production and delivery schedules submitted in ac- 
cordance with section 3. 

Section 9: Modifying reporting requirements in section 3 with respect to 

order boards and production and delivery schedules. 
Actions pursuant to this delegation of authority shall be processed in accordance 
with criteria required to be prepared and approved as provided in PID No. 17. 


UNITED STATES DEPARTMENT OF COMMERCE 
National Production Authority 


DELEGATION OF AUTHORITY NO. 2321 


To: Lawrence B. Hume, Chief, Internal Combustion, Engine Section, Engine and 
Turbine Division. 

From: Delegations Officer, Orders and Regulations Division, Policy Coordination 
Bureau. 

Subject: Delegation of authority re Actions on CMP-4B or CMPL —- # 4B form 
letters. 


You are hereby authorized to approve the affixing of the official machine 
signature of the National Production Authority to the following actions: 

To make, reject, revoke or modify allotments of controlled materials; assign 
preference rating and allotment numbers; and/or authorize, revoke or alter 
production schedules on form CMB-4B or form letters identified as CMPL — # — 
4B for the product codes assigned to your Division, provided that, all such 
actions— 

1. Are in accordance with the terms and conditions of approved NPA 
program implementation decisions, 

2. Do not conflict with the provisions of any NPA orders, or applicable 
regulations, and 

3. Conform to the provisions of the Controlled Materials Plan Manual. 

The above authority is subject to such clearances, review, etc., as are or 
may be specifically required by procedural instructions in the Operating Manual, 
volume IV or other official issuances. 


UNITED STATES DEPARTMENT OF COMMERCE 
National Production Authority 


DELEGATION OF AUTHORITY NO. 2322 


To: Lawrence B. Hume, Chief, Internal Combustion, Engine Section, Engine and 
Turbine Division. 

From: Delegations Officer, Orders and Regulations Division, Policy Coordination 
Bureau. 

Subject: Delegation of authority re Actions under CMP regulation 1 on CMP-10 
and CMP-11 


You are hereby authorized to approve the affixing of the official machine 
signature of the NPA to actions under CMP regulation 1 increasing allotments 
on form CMP-10 and decreasing allotments on form CMP-11. These forms may 
not be used to change production schedules. 
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Actions pursuant to this delegation of authority must be processed in accord- 
ance with applicable instructions and criteria contained in the Controlled Ma- 
terials Plan Manual. 

Mr. McGrai. Going back to the time of this appointment, Mr. 
Hume, at that time were you advised that your employment as a WOC 
was for full time? 

Mr. Hume. Yes, sir. 

Mr. McGrait. Who advised you of that ¢ 

Mr. Hume. Mr. Joseph Hand, who was my superior. 

Mr. McGratt. Did your company advise you as to whether your 
responsibilities to the company, or any duties you had for the company, 
were to continue in part or at all ¢ 

Mr. Hume. Yes, sir; they did. 

Mr. McGrait. What did they advise you 4 

Mr. Hume. They told me any time I could get back to the office 
to handle any of the commercial customers I had been dealing with, 
they would like for me to do so because our office consisted of only 
three men at that time: Mr. Cooper, Mr. Myers, and myself. 

Mr. McGrait. How often would you come back to your office; do 
you recall ¢ 

Mr. Hume. I came back to the office about twice a week, sometimes, 
in the evenings. 

The CuatrMan. Was your office in Washington ? 

Mr. Hume. Yes, sir; in the Investment Building, in Washington. 

Mr. Maerz. Would you tell us, Mr. Hume, what percentage of 
your time, on the average, you spent in the Washington office of Cooper- 
Bessemer Corp. / 

Mr. Hume. I would spend about 6 hours a week. 

Mr. McGrait. Do you recall receiving from NPA, or the Depart- 
ment of Commerce, when you took office as a WOC, any instructions 
as to limitations on your outside activities ? 

Mr. Hume. No; I do not believe I did. 

Mr. McGxrart. I would like to hand you a document which is 
addressed to “All experts, consutants, and WOC employees,” and 
refer to the exemptions to the conflict of interest statute, and then the 
exceptions from those exemptions, and ask you if you recall receiving 
such a document ? 

Mr. Hume. Yes; I did. I received this one, lam sure. 

Mr. McGrain. May I have it back, please ? 

The document consists of two pages and it is headed “National Pro- 
duction Authority, Defense Production Administration,” and is dated 
February 25, 1952, and addressed to “All experts, consultants, and 
WOC employees,” and it is as follows: 

Several members of the staff have inquired as to whether there have been any 
recent changes in the rules governing WOC employment. For your information, 
the applicable rules are contained in the two statements attached. 

Your attention is directed particularly to that portion of the rules which pro- 
vides that exemptions for certain conflict-of-interest statutes do not apply to— 

(a) The negotiation or execution of Government contracts with your 
private employer or with any corporation, joint stock company, association, 
firm, partnership, or other entity in the pecuniary profits or contracts of 
which you have any direct or indirect interest ; 

(b) Making any recommendation or taking any action with respect to indi- 
vidual applications to the Government for relief or assistance, on appeal or 
otherwise, under the provisions of the Defense Production Act made by your 
private or by any corporation, joint stock company, association, firm, part- 
nership, or other entity in the pecuniary profits or contracts of which you 
have any direct or indirect interest. 
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For the protection of experts, consultants, and WOC employees it is essential 
that whenever a partcular problem involving any matter referred to in (@) or 
(b) above comes to such an employee for action, he requests his superior officer 
to designate some other person to act in his place. 


May I receive this in the record at this time, Mr. Chairman ¢ 
The CHarrMan. You may. 
(The document referred to is as follows :) 


NATIONAL PRODUCTION AUTHORITY, 
DEFENSE PRODUCTION ADMINISTRATION, 
February 25, 1952. 
MEMORANDUM 


To: All experts, consultants, and WOC employees. 
From: William A. Murphy, Assistant Administrator for Administration. 

Several members of the staff have inquired as to whether there have been any 
recent changes in the rules governing WOC employment. For your information, 
the applicable rules are contained in the two statements attached. 

Your attention is directed particularly to that portion of the rules which pro- 
vides that exemptions for certain conflict-of-interest statutes do not apply to: 

(a) The negotiation or execution of Government contracts with your pri- 
vate employer or with any corporation, joint-stock company, association, 
firm, partnership, or other entity in the pecuniary profits or contracts of 
which you have any direct or indirect interest ; 

(b) Making any recommendation or taking any action with respect to 
individual applications to the Government for relief or assistance, on appeal 
or otherwise, under the provisions of the Defense Production Act made by 
your private employer or by any corporation, joint-stock company, associa- 
tion, firm, partnership, or other entity in the pecuniary profits or contracts 
of which you have any direct or indirect interest. 

For the protection of experts, consultants, and WOC employees it is essential 
that whenever a particular problem involving any matter referred to in (a) or 
(b) above comes to such an employee for action, he requests his superior officer 
to designate some other person to act in his place. 

The prohibitions referred to above do not prevent participation in industry 
advisory committee meetings. 


DEFENSE PRODUCTION ADMINISTRATION 
and 
NATIONAL PRODUCTION AUTHORITY 


WASHINGTON 25 


(Title) 


EXEMPTIONS FROM CERTAIN CONFLICT-OF-INTEREST STATUTES PERSONS EMPLOYED 
WITHOUT COMPENSATION 


The Defense Production Act of 1950 (Public Law 774, 8ist Cong.), as imple- 
mented by Executive Order 10182, provides for your exemption from certain 
statutes. 

1. You are exempted, with respect to your employment under subsection 710 
(b) of the Defense Production Act of 1950 (Public Law 774, 8ist Cong.) from 
the operation of sections 281, 283, 284, 434, and 1914 of title 18, United States 
Code, and section 190 of the Revised Statutes (5 U. 8. C. 99), except as specified 
below : 

(a) Exemption hereunder shall not extend to the negotiation or execution of 
Government contracts with your private employer or with any corporation, 
joint-stock company, association, firm, partnership, or other entity in the pecu- 
niary profits or contracts of which you have any direct or indirect interests. 

(b) Exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, under the provisions of the act 
made by your private employer or by any corporation, joint-stock company, 
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association, firm, partnership, or other entity in the pecuniary profits or con- 
tracts of which you have any direct or indirect interest. 

(c) Exemption hereunder shall not extend to the prosecution by you, or par- 
ticipation by you in any fashion in the prosecution, of any claims against the 
Government involving any matter concerning which you had any responsibility 
during this employment, during the period of such employment and the further 
period of 2 years after the termination of such employment. 

(dq) Exemption hereunder shall not extend to the receipt or payment of salary 
in connection with your Government service hereunder from any source other 
than your private employer at the time of this appointment. 

Mr. Keatine. Mr. McGrail, there were exemptions from the con- 
flict-of-interest statute—— 

Mr. McGrait. You have exemptions from the statute and then 
there are exceptions. 

Mr. Kratine. And they would put you right back into the conflict- 
of-interest statute? 

Mr. McGram. Yes. 

Mr. Keatrne. Were the exceptions to the conflict-of-interest statute 
made by directive action? 

Mr. McGrain. No, Mr. Keating, at this time it was pursuant to an 
Executive order of the President, Executive Order 10182, but the stat- 
ute created the exemptions subject to an Executive order of the Presi- 
dent and the President issued the Executive order that defines the 
exemptions to the statutes. 

Mr. Keatinc. The whole thing is based on a statute ? 

Mr. McGram. Yes. The statute, the Defense Production Act, au- 
thorized the President to exempt WOC’s from the conflict-of-interest 
statutes and he did, with certain limitations. 

Mr. Keatina. I see. That would be the authorizing or enabling 
act, the Defense Production Act? 

Mr. McGrat. Yes, sir. 

Mr. Keating. Thank you. 

Mr. McGram. Mr. Hume, do you recall that back in 1951 your 
company filed a request for a tax amortization with the Government, 
with the DPA? 

Mr. Hume. Yes, sir. 

Mr. McGratt. And I believe that application was filed on February 
26, 1951, and it was a request for amortization of facilities to be con- 
structed at Mount Vernon, Ohio, and to be used in the production of 
gas and diesel engines? 

Mr. Hume. Yes, sir. 

Mr. McGram. And the amount requested was $2,253,750. Do you 
recall that? 

Mr. Hume. I recall the—I don’t recall the amount, but I recall the 
application. 

Mr. McGratn. Does that amount sound right; does the amount seem 
approximately right? 

Mr. Hume. It seems approximately ; yes, sir. 

Mr. McGratn. And then subsequently, and actually on July 6, 1951, 
which was before you became a WOC;; is that correct ? 

Mr. Hume. Yes, sir. 

Mr. McGrat. The application was allowed in part and a necessity 
certificate was issued to your company with some items deleted so that 
the amount to be amortized was $1,920,964. 

Do you recall that a necessity certificate was issued ? 

Mr. Hume. Yes. 
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Mr. McGrain. Subsequently, Mr. Hume, your company filed a 
request for an increase in the amount amortized; do you recall that ? 

Mr. Hume. That was an amendment. 

Mr. McGram. An amendment, correct ; and that was dated Novem- 
ber 27, 1951—before you became a WOC; is that correct? 

Mr. Hume. That is correct. 

Mr. McGrait. The increase that the company sought by the amend- 
ment was in the amount of $560,428—perhaps you don’t recall the 
amount. 

Mr. Hume. I don’t recall the amount; no, sir. 

Mr. McGrait. And then subsequently, sometime later, actually on 
October 7, in 1952 a necessity certificate or amendment to the old 
certificate was allowed your company, your company was allowed the 
amendment application. Do you recall that? 

Mr. Hume. Yes, sir. 

The Cuamman. That was while you were a WOC, July? 

Mr. Hume. When the amendment was granted ? 

The CHairnmMan. Yes. 

Mr. Hume. Yes, sir. 

Mr. McGrait. Mr. Chairman, may I introduce the documents which 
relate to that? 

The Cuamman. Yes, sir. 

(The documents referred to are as follows:) 


UNITED STATES OF AMERICA 
EXECUTIVE OFFICE OF THE PRESIDENT 
NATIONAL SECURITY RESOURCES BOARD 


Form approved: Budget Bureau No. 25-—R001. 
Total cost of facilities sought to be certified : $2,263,750. 


Date of application: February 26, 1951. 
I'or NSRB use only. 

File No, TA-—8424. 

Date received _____-_. 


APPLICATION FOR A NECESSITY CERTIFICATE PURSUANT TO PROVISIONS OF SECTION 
124A (AMORTIZATION DEDUCTION) OF INTERNAL REVENUE CODE 


To: National Security Resources Board, Executive Office Building, Washington 
25, D. C. 

Name and address of applicant (street, city, zone, State) : The Cooper-Bessemer 
Corp., North Sandusky Street, Mount Vernon, Ohio. 

Instructions: Submit three signed copies of the application and six copies of 
the appendix A. When a question is inapplicable, this should be so stated on 
the form. Additional sheets may be attached in answering any questions or 
in providing other supporting information. A separate set of forms is required 
for each plant location. 

l. Identify the materials and services produced or to be produced with fa- 
cilities, described in appendix A, for which certification is sought. Do not use 
general designations such as ‘aircraft parts” or “radar parts.’ In the case of 
service facilities such as cafeterias, offices, or plant protection, list principal 
materials and services of the plant facility served: 

Gas, diesel and gas-diesel engines, horsepower ratings from 220 to 3700. 

2. Give reasons why the facilities for which certification is sought are neces- 
sary in the interest of national defense. The applicant should apply carefully 
the criteria for determination of necessity and of portion attributable to defense 
purposes set forth in section 600.2 of the regulation governing the issuance of 
necessity certificates prescribed by the chairman of the National Security Re- 
sources Board. (See exhibit 1.) 
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| | | Average per- 
| centage of 
Maximum | maximum Maximum 
| designed | designed designed 
a ha | production | production production 
ae ~— — peggy Unit of measure without | used in | with addition 
eae . facilities quarter of facilities 
| sought tobe | preceding | sought to be 
| certified filing of certified 
application | 
(percent) 
(a) (b) (ce) | (d) (e) 
- — : mat a lac Bin 
Gas, diesel and gas-diesel engines_ Horsepower _ per | 100, 000 | 100 200, 000 
year. 
Repair parts ‘ fs cee ee ee 20, 000 100 36, 000 
Compressor cylinders. - - - -- - s -acanieunsues 7, 000 100 14, 000 





1 While horsepower cannot properly measure production of repair parts and compressor cylinders, it is 
the proper measure for engines. In order to make the figures comparable, repair parts and compressor 
cylinders are given in terms of horsepower by converting capacity in machine-hours to horsepower. 


4. Employment: 


| 
Employment and work-hours without facilities sought 
to be certified (for pay period ending nearest 15th of | Estimated employees and 
month preceding filing of application) | work-hours with addition 
of facilities sought to be 











; rt Wil certified 
Shift Actual Capacity | 
‘dekuseiaaen te, ee eee 
Total pro- | Total man- | Total pro- | Total man- | lotal pro- Total man- 
duction | hoursper | duction hours per duction hours per 
workers | week workers | week | workers week 
| | | 
(a) (b) (c) (d) (e) (f) (g) 
= eee = oe tts aS a f > | 
First__.__- 618 | 28, 612 618 | 28, 612 | 720 36, 560. 4 
240 | 11, 410 307 14, 579.3 
4, 348 90 4, 348 116 5, 556. 5 


RGicucngadsiucal 90 
iis wich cndbnce nds i 


DOOGOE 655s cnased | 240 | 11, 410 








5. Production or services began or will begin with the facilities sought to be cer- 
tified on the following date (on gradually expanding facilities, give schedule of 
output) : 

Use of gradually expanding facilities is shown below in terms of percentage 
of a base date taken as January 1, 1950, and production of horsepower at the 
Mount Vernon plant on that date at a rate of 100,000 per year. 


Percent Percent 

of base of base 
TN CR cll sciciac st cesta eae es Poe tee. 2 Gee lel 152 
NN a ct a laa cs ethics in epee we 166 
ee Ic cic ecansiss eles edseaenceiit listen EE Be kiserer kia eng eee 181 
CS Th cee ce aracen cena RU I is a oars ts a meet 200 
JO 2. MO thnikion antes otek deue 139 


6. If applicant owns or has available idle facilities which may serve same pur- 
pose as those for which certification is sought, give reasons for not using for such 
purpose; None owned. 

7. Can applicant subcontract for all or part of the materials or services pro- 
duced or to be produced by the facilities sought to be certified? ( ) Yes 
(X) No. 

If yes, why doesn’t applicant so subcontract? If no, why not? 

(See exhibit 2.) 

8. Output of facilities sought to be certified will be used for the following pur- 
poses—(a) For the following principal prime contracts with the United States 
Government: None at present. The company is daily receiving inquiries from the 
Navy, Army Transportation Corps, and other services indicating that within a 
short time this plant will be requested to produce directly on substantial prime 
contracts. 
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(b) For the following subcontracts with United States Government prime con- 
tractors: 
Government 
(c) Supplied to agency receiving 


, | (d) Deliver; end products or | (g) Amount 


9) ¢ . f Th } 
(a) Date of (b) Materials or (Give name and 


contract services : z date(s services dollars) 
address of firm) (f) Prime contract 
identification 
Oct. 14, 1950. 2 Js-6T diesel | Eldorado Mining (e) Atomic Ener- | US $105,486. 

engine genera- & Refining March 1951 gy Commission 

tor sets. (1944) Ltd., a ai DO-43. 
Post Office Box (f) 6657-R Can $22,006. 
160, Edmonton, 
Alberta. 


The company is daily receiving inquiries from prime contractors of the services 
indicating that within a short time this plant will be requested to produce on sub- 
stantial subcontracts. 

(c) For the following classes or types of customers other than the United 
States or its prime contractors (wherever possible, also indicate final product 
use and its relation to national defense purposes) : See exhibit 3. 

9. Estimate percentage of the maximum designed production of the facilities 
sought to be certified which will be used for national defense purposes (explain 
basis for estimate) : 100 percent. All of the facilities sought to be certified will 
be used to produce the gas, diesel, and gas-diesel engines listed in item 1 above. 
These units in turn will be used directly or indirectly by the armed services, in 
the aluminum, chemical, transportation, and gas- and oil-transmission industries 
directly for national-defense purposes. 

10. Has applicant negotiated with agencies of the Government as to 
financing the cost of the facilities for which certification is sought? ( ) Yes. 
(X) No. If yes, give details. 

Facilities will be financed by use of private corporate funds and by private 
borrowing. 

11. The following statements are made with respect to the land described in 
appendix A: 

(a) Name and address of seller or proposed seller to applicant: None. 

(b) Applicant’s relationship, financial or otherwise, with such seller. 

(c) Use of land before acquisition by applicant. 

(d@) Estimated value of land after 5 years. 

(e) Why does applicant choose purchase as method for obtaining use of land? 

12. The following statements are made with respect to those buildings described 
in appendix A which have been or will be purchased : 

(a) Name and address of person from whom buildings were or will be pur- 
chased: None. 

(b) Applicant’s relationship, financial or otherwise, with such seller. 

(c) Use of buildings before acquisition by applicant. 

(ad) Increased usefulness for defense purposes resulting from acquisition. 

(e) Estimated value of buildings after 5 years. 

(f) Why does applicant choose purchase as method for obtaining use of 
buildings? 

13. The following statements are made with respect to all other facilities de- 
scribed in appendix A which have been or are to be acquired secondhand; or 
which have been or which are productive assets of a going concern (give appendix 
A number in each case) : 

(a) Names and addresses of sellers or proposed sellers to applicant: None. 

(b) Applicant’s relationship, financial or otherwise, with such sellers. 

(c) Use of facilities before acquisition by applicant. 

(d@) Increased usefulness for defense purposes resulting from acquisition. 

14. List below, by number in appendix a, the facilities sought to be certified 
which are replacements describing (a) the replaced facilities, (b) its age, (c) 
the annual rate of depreciation thereon, (d) the dispositon which has been or will 
be made of the replaced facility, and (e) the reason for replacement. (See ex- 
hibit 4.) 

15. The following statements are made by applicant evaluating the availability 
of manpower, housing, transportstion, community facilities, and other elements 
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of production in the area where the facilities described in appendix A are used 
or to be used: 

The Mount Vernon plant of Cooper-Bessemer is situated in rural central Ohio 
in a town of about 12,000 population. During World War II new employees 
were drawn mainly from outlying small towns and the surrounding farms. 
This meant the employment of workers who were already housed and who fur- 
nished their own transportation. None of the company’s employees are de- 
pendent upon railways for transportation to and from the plant. It is not fore- 
seen that this condition will change materially during the present emergency. 
The company does not anticipate a tremendous influx of workers to the commu- 
nity nor the need for additional community facilities. 

16. Indicate possible uses of the facilities (for which certification is sought) 
for other than defense purposes at the end of 5 years, and the nature and extent 
of the conversion which would be required, if any. (See exhibit 5.) 

17. The following applications for necessity certificates for this plant at this 
location have been filed since January 1, 1950: None. 

18. Persons authorized to represent applicant for the purpose of this applica- 
tion (name, title, address) : 

Gordon Lefebvre, president, Mount Vernon, Ohio. 

Charles G. Cooper, vice president, Continental Building, Washington, D. © 

J. E. Brown, treasurer, Mount Vernon, Ohio. 

L. F. Williams, secretary, Mount Vernon, Ohio. 

Klagsbrunn, Hanes & Irwin, attorneys, Ring Building, Washington, D. C. 

Certification : The undersigned, hereinafter referred to as the applicant, repre- 
sents that the facilities listed in appendix A are necessary in the interest of na- 
tional defense during the emergency period, and requests the issuance with re- 
spect thereto of a necessity certificate as provided under section 124A of the 
Internal Revenue Code, and in support thereof submits the information con- 
tained in this application, and certifies that the facts herein set forth, or ap- 
pended, are true and correct to the best of his knowledge and belief. 

[CORPORATE SEAL] 

THE CooPER-BESSEMER CORPORATION. 
(Name of applicant) 
By CuaAs. G. Cooper 
(Signature of authorized official) 


Vice President. 
(Title) 


Attest: L. F. WILLIAMS 
Secretary. 
Date: February 26, 1951. 
Applicant check one: ( ) Individual ( ) Partnership (X) Corpora- 
tion. 


UNITED STATES OF AMERICA, DEFENSE PRODUCTION ADMINISTRATION 


NECESSITY CERTIFICATE, No. TA-NC-3424 
JuLy 6, 1951. 
To the Commissioner of Internal Revenue: 

Pursuant to section 124A of the Internal Revenue Code, particularly subsection 
(e) thereof, and in response to application No. TA-—3424 filed on February 27, 
1951, by the Cooper-Bessemer Corp., North Sandusky Street, Mount Vernon, Ohio. 

Ir IS HEREBY CERTIFIED that subject to the conditions herein below set forth 
the facilities described in the attached appendix A (consisting of 6 pages and 
0 drawings) are necessary in the interest of national defense during the emer- 
gency period, and that 75 percent of the cost of construction, reconstruction, 
erection, installation or acquisition thereof after December 31, 1949, is attribu- 
table to defense purposes. 

As to the described facilities which are to be constructed, reconstructed, 
erected, or installed, this certificate shall be valid only with respect to those 
facilities the construction, reconstruction, erection, or installation of which is 
begun before the expiration of 6 months after the date of this certificate; and 
as to the described facilities which are to be acquired, or which are to be acquired 
and installed, this certificate shall be valid only with respect to those facilities 
acquired or contracted for before the expiration of 6 months after the date of 
this certificate. 
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The facilities to which this certificate relates were estimated by the applicant 
to cost $2,263,750 as of the date of the application. Deducting the cost of items 
as listed’? which is not certified, the net cost estimated by the applicant as of 
the date of the application to which the 75 percent relates was $1,920,964. 

DEFENSE PRODUCTION ADMINISTRATION, 
By Tuomas F. FARRELL, 
Deputy Administrator. 

Certified true copy. 


Marearet C, 
Business Expansion Office, 
National Security Resources Board. 



























form 925 UNITED STATES OF AMERICA 
(7-17-82) DEFENSE PRODUCTION ADMINISTRATION 
OFFICE OF CONST. & RESOURCES EXPANSION 


REPORT ON APPLICATION FOR SCOPE AMENDMENT 
OO Location CJ Description only w® Cost coy Percentage 








APPLICANT'S NAME 


The fn - 


FACILITIES INCREASE 


OR DECREASE 


BUILDINGS AND OTHER FIXEO INSTALLATIONS. 
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OTHER METAL WORKING MACHINERY... .. 
PO.ER GENERATING AND DISTRIBUTION 
FURNACES...... 
OTHER 


OTHER FACILITIES......... 
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OF THE CERTIFICATE AS AMENDED 1S 
s&s tPF, 37 


REMARKS FOR JOURNAL 
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TRECTOR, POST CERTIFICATION DiviS!On 


Comm-OC 10-1264 


1 Appendix A: Items 52, 53, 54, 55, 56, 57, 59, 61, 62, 63, 64, 65, and 69. 





1692 WoOC’S AND GOVERNMENT ADVISORY GROUPS 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, October 7, 1952. 
Subject : TA—NC-3424. 
The CooPpER-BESSEMER CoRP., 
North Sandusky Street, Mount Vernon, Ohio. 
(Attention of C. G. Cooper, vice president. ) 

GENTLEMEN: Your request for amendment of the subject necessity certificate 
has been reviewed and said amendment, as approved, has been transmitted to 
the Commissioner of Internal Revenue. A copy of such amendment is attached. 

Sincerely yours, 
JOSEPH RAND, 
Director, Post-Certification Division, 
Office of Construction and Resources Expansion. 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington 25, October 7, 1952. 

Subject : TA-NC-3424. 
Isued to: The Cooper-Bessemer Corp., North Sandusky Street, 

Mount Vernon, Ohio. 
The CoMMISSIONER OF INTERNAL REVENUE, 

Bureau of Internal Revenue, 

Washington 25, D.C. 

Dear Sir: The actual descriptions or costs of the facilities certified by the 
subject necessity certificate vary or will vary so materially from the descriptions 
or costs thereof set forth in the subject certificate as to put in question the 
identity of the facilities. The certificateholder has now requested an amendment 
of subject certificate by filing with this Administration a statement which sets 
forth the revised descriptions or costs of such facilities. A copy of this state- 
ment is attached. 

The descriptions or costs of the facilities as listed in the attached statement 
are, with the exception of those items circled in red, in the opinion of this certi- 
fying authority within the scope of the original certification. Such statement, 
pursuant to the provisions of section 4 (j) of DPA Regulation 1 as amended, 
prescribed by the Defense Production Administrator with the approval of the 
President, is to be substituted for the original appendix A attached to the original 
certificate to have the effect of an amendment thereof. 

Sincerely yours, 
JOSEPH RAND, 
Director, Post-Certification Division, 
Office of Construction and Resources Expansion. 

Mr. McGrait. When you became a WOC in May 1952 your com- 
pany’s amended application for the additional amount of $560,000 
was then pending and had been for some months. Is that correct? 

Mr. Hume. That is correct. 

Mr. McGraiz. Did you take any action when you became a WOC to 
get that amendment application moving within the Department of 
Commerce / 

Mr. Hume. No, sir. 

Mr. McGratz. Do you recall that on July 17, 1952, which was after 
you became a WOC, I believe, the matter was referred to the NPA 
from the Defense Production Administration? I would like to refer 
you to a document which is dated July 17, 1952, and I believe it is a 
memorandum from one ae Rand, Postcertification Division of the 
NPA to a Mr. Colvin who, I believe, was your chief; is that correct? 


Mr. Hume. He was Director of the Division, yes. 
Mr. McGratt. Of which you were a member ? 

Mr. Hume. Yes, sir. 

Mr. McGratt. And at this time you were a member ? 
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Mr. Hume. Yes, sir. 

Mr. McGraw. And that memorandum requested NPA to prepare a 
report and recommendation on your company’s applic: ation. Is that 
correct ¢ 

Mr. Hume. That is correct. 

Mr. McGrain. May I read this letter into the record ? 

The CHarrman. Yes. 

Mr. McGratin. It is addressed to Mr. James A. Colvin, Director, 
Engine and Turbine Division, from Mr. Joseph Rand, Director, Post- 
certification Division, regarding the Cooper-Bessemer Corp., TA- 
3424, and reads: 

Transmitted herewith is copy of letter and revised appendix from certificate 
holder requesting amendment of subject certificate. 

Your report and recommendation relative to the proposed changes is re- 
quested, with particular emphasis on the inclusion of additional buildings. It 
is noted that applicant contends that no further production will result despite 
these additional structures. 

May I offer this in the record? 

The Cuarrman. Y es, sir, 

(The document referred to is as follows:) 


TA-3424—The Cooper-Bessemer Corp. JULY 17, 1952. 
Mr. JAMES A. COLVIN, 

Director, Engine and Turbine Division, 
JOSEPH RAND, 

Director, Postcertification Division: 

Transmitted herewith is copy of letter and revised appendix from certificate- 
holder requesting amendment of subject certificate. 

Your report and recommendaticn relative to the proposed changes is re- 
quested, with particular emphasis on the inclusion of additional buildings. It 
is noted that applicant contends that no further production will result despite 
these additional structures. 

Please address reply and return attachments to the attention of Mrs. E. S. 
Spiro. 

Mr. McGrain. After this matter was referred to your Division 
that Mr. Colvin headed, was the matter then referred by Mr. Colvin 
down to your section that you were the chief of ? 

Mr. Hume. It was sent down and put in my mailbox; yes, sir. 

Mr. McGraw. What action did you take? 

Mr. Hume. I took a look at it and took it back and gave it to Mr. 
Hand. 

Mr. McGrain. And who is Mr. Hand? 

Mr. Hume. Mr. Hand with Mr. Colvin’s assistant. 

Mr. McGrain. Ard what happened then ? 

Mr. Hume. To my knowledge, Mr. Hand and Mr. Colvin studied 
the papers submitted and made a rough draft of their comments, 
which were in approval, and the rough draft was sent down to my desk 
and it was typed up by my secretary, Frances Hilton, and returned 
to Mr. Hand, and after that I don’t know what happened to it, other 
than it was approved, but I had no part in it. 

Mr. McGram. That document I just handed you, Mr. Hume—is 
that dated July 25? 

Mr. Hume. Yes, sir. 

Mr. McGrair. And it is a letter from C. G. Cooper. He is the vice 
president of your corporation ? 


Mr. Hume. Yes, sir. 
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Mr. McGraw. In charge of your Washington zone? 

Mr. Hume. Yes, sir. 

Mr. McGraw. And it is addressed to Mr. Daniel. Mr. Daniel 
was your company’s local attorney, your Washington attorney; is 
that correct ? 

Mr. Hume. That is correct; yes, sir. 

Mr. McGrat. There is attached to that letter a memorandum. 
Would you read the heading of that memorandum, please. 

Mr. Hume. “Comments on Cooper-Bessemer amendment TA- 
3424.” 

Mr. McGrait. And those comments were attached to Mr. Cooper’s 
letter to the company attorney; is that right? 

Mr. Hume. That is correct. 

Mr. McGrat. It is the comments and preliminary draft of the 
report and recommendation that NPA was then considering on your 
company’s application ? 

Mr. Hume. Well, it is very similar, if not almost identical to the 
final report; yes, sir. 

Mr. McGrait. But it is not the final report, it is a preliminary 
draft, is it not, that was drawn up in the Division ¢ 

Mr. Hume. That is correct. 

Mr. McGrait. Do you know how the company got a copy / 

Mr. Hume. I do not. 

Mr. McGraw. You don’t? 

Mr. Hlume. No, sir. 

Mr. McGrart. But your company did have a copy of that; is that 
not right? 

Mr. Hume. Evidently they did. 

Mr. Materz. Did you give your company this? 

Mr. Hume. No, sir. 

Mr. Materz. You are positive about that? 

Mr. Hume. I am positive. 

Mr. Rogers. Was it the regular custom in that Department to give 
to all companies preliminary drafts; or do you know? 

Mr. Hume. That I don’t know. 

Mr. Krarmnc. Well, was that regular in 1952? 

Mr. Rogers. Yes; was that a regular custom then to give prelimi- 
nary drafts that related to a company to the company / 

Mr. Hume. I do not know, sir, whether it was regular, because I did 
not have anything to do with it and it did not come to my desk. 

Mr. Rogers. You say you did not have anything to do with it. 
I understand your testimony was that it was put in your box and 
delivered to you. 

Mr. Hume. Yes, sir. 

Mr. Rocers. And upon reading the same you immediately took it to 
your superior. 

Mr. Hume. I gave it to Mr. Hand. 

Mr. Rocers. What did you say to him? 

Mr. Hur. I said, “Here is a tax amortization that is in here for 
comment and approval from your section and I don’t know whether 
1 should handle it and so I am turning it over to you.” 

Mr. Rogers. Did you inform him it related to the company that 
was paying your salary ? 
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Mr. Hume. It was very obvious. 

Mr. Rogers. Did he know that? 

Mr. Hume. Yes. 

Mr. Rogers. And after that was done, how long was it until this 
memorandum was brought back down to the stenographer to copy ‘ 

Mr. Hume. I think it was a couple of days, sir. I am not sure. 

Mr. Rogers. From the time that you first talked to him until it 
was returned to your stenographer, did you discuss it with anybody ? 

Mr. Hume. No one that I cen recall; no, sir. 

Mr. Rogers. No one in the Department? 

Mr. Hume. I may have discussed it with Mr. Hand. 

Mr. Rogers. And who is Mr. Hand? 

Mr. Hume. Mr. Hand is the—was the deputy assistant of the 
Engine and Turbine Division, under Mr. Colvin. 

Mr. Rocers. And during that time did you discuss it with any rep- 
resentative of your company ¢ 

Mr. Hume. No, sir. 

Mr. Rogers. Did you know that the application—I believe you testi- 
fied that you knew that the amendment was being made and had been 
made prior to the time that you became a WOC ? 

Mr. Hume. Yes, sir. 

Mr. Rogers. After you came in, at any time after the amendment 
was made, did you ever discuss it with your company ? 

Mr. Hume. I don’t believe I did, sir. 

Mr. Rogers. At no time after it was made and prior to the time 
you became a WOC ¢ 

Mr. Hume. No, sir, I don’t think I did. 

Mr. Rocers. Was it a complete surprise to you that it came into 
your office at that time? 

Mr. Hume. It was a surprise that it was sent in for comment from 
Mr. Shapiro, I think it was his office, whoever that is. 

Mr. Rocrers. The second day after you tooq it to your superior 
and it was sent back down to your stenographer to be typed, did you 
talk to her about it in any manner? 

Mr. Hume. I could have, yes. 

Mr. Rogers. You could have? 

Mr. Hume. Yes, sir—to my stenographer. 

Mr. Rogers. Do you recollect what you said to her in connection 
with it? 

Mr. Hume. No, sir, I don’t. 

Mr. Rogers. Did you change any words in it or dictate any part 
of it to her? 

Mr. Hume. No, sir. 

Mr. Rocers. It was just a memorandum that was sent down and 
she copied it? 

Mr. Hume. That is correct. It was a rough draft, if I recall, that 
was prepared and sent down for my stenographer to type. 

The Cuarrman. Why should they send it to your stenographer ? 

Mr. Hume. Well, it just happened, I believe, she was one who was 
not busy. 

Mr. Rogers. How many did you have in your Division? 

Mr. Hume. There were only two, in my section. 
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Mr. Rocers. Including yourself ? 

Mr. Hume. Yes, sir. 

Mr. Rogers. Do you know how the memorandum got to the attorney 
or the company ¢ 

Mr. Hume. No, sir, unless the front office gave them a copy of the 
draft. 

Mr. Rogers. Did you ever discuss it with the attorney ? 

Mr. Hume. No, sir, I have never discussed it at any time with my 
attorney or with the company attorneys. 

Mr. Rocers. I mean the attorneys for the company; that is what 
i meant. 

Mr. Humr. No, sir. 

Mr. Rogers. And you have not discussed it to this day # 

Mr. Hume. Yes, sir. 

Mr. Rogers. When was that ? 

Mr. Hlume. Yesterday. 

Mr. Rogers. Is that the first, you knew it had been granted ? 

Mr. Hume. Yes, sir, but I had nothing to do with it. 

Mr. Rogers. Did any of the company executive officers congratu- 
late you on the good work you did? 

Mr. Hume. The diesel manufacturers did and I have a letter here 
that I received after I got released from NPA, written by diesel engine 
manufacturers, and if you would like to look at it, I will be glad to 
give it to you, sir. 

Mr. Rogers. Is there any reference made to any tax amortization 
that you may have : approved i in your service there as a WOC? 

Mr. Hume. No, sir. 

Mr. Rocrers. Were there other companies in a similar position that 
got tax amortization during that period of time? 

Mr. Hume. Not to my knowledge, no, sir. 

Mr. Rogers. Was this the only one you know of that was presented 
for approval to your Division? 

Mr. Hume. Yes, sir. While I was there, I don’t know of any 
others that came through. 

Mr. Rogers. That was the only one that you know that was sent 
over to your Division. 

Mr. Hume. That is correct, to my knowledge. 

Mr. Rogers. And it was all a complete surprise to you that it was 
sent ? 

Mr. Hume. Yes, sir. 

Mr. Rocers. You never did discuss it with anybody in the Division 
or outside ? 

Mr. Hume. I took it to Mr. Hand and gave it to him. 

Mr. Rocers. Yes, I know 

Mr. Hume. And I imagine there was some discussion of it. 

Mr. Rogers. But what I mean is, prior to the time it was put in your 
box, you didn’t even know it was coming? 

Mr. Hume. No, sir, I did not. 

Mr. Hume. And you did not know, even, that your Division handled 
such things? 

Mr. Hume. I did not. 

Mr. Rogers. And when it did come, you washed your hands of it 
and passed it on to somebody else ? 
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Mr. Hume. That I did, yes. 

Mr. Rocers. Did Mr. Hand have a stenographer in his office? 

Mr. Hume. He had one stenographer jointly with Mr. Colvin, as 
I recall. 

Mr. Rocers. And did your stenographer usually do a lot of work 
for Mr. Hand? 

Mr. Hume. She did work for the Division. She did not take 
shorthand. She was a statistician and she did a lot of outside typing, 
yes, sir. 

* The Cuarman. Did you want to put this letter of praise and com- 
mendation in the record? You have a right to. 

Mr. Hume. I would like to. 

The CuairMan. It will be placed in the record. 

(The material referred to is as follows:) 


{Mount Vernon News, January 13, 1953] 
C-B’s HuMe LEAVES GOVERNMENT POST 


Laurence B. Hume of Mount Vernon who recently concluded his service to the 
Government’s defense production program without compensation, has been 
awarded a certificate of service signed by Charles Sawyer, Secretary of Com- 
merce, and Richard A. McDonald, National Production Authority Adminis- 
trator. 

Hume is returning to his post with the Cooper-Bessemer Corp., from which he 
was granted leave of absence for Government duty. He served NPA as Chief, 
Internal Combustion Section, Engine and Turbine Division. 

In a letter accompanying the certificate, Secretary Sawyer wrote in part: 

“The willing cooperation and assistance of industry men of your caliber have 
given this program the special technical skills it so greatly needed. We recog- 
nize and appreciate your personal sacrifice and the handicap incurred by your 
company in making your services available.” 
“Commonly referred to as WOC’s (without compensation), over 500 industry 
executives have gone to Washington to serve without pay in key positions in the 
National Production Authority since the Agency’s establishment in September 
1950. They are the successors of the ‘“‘dollar-a-year men” who served the War 
Production Board and other Government agencies during World War II. 


Diese, ENGINE MANUFACTURERS ASSOCIATION, 
Chicago, Ill., January 12, 1953. 
Mr. L. B. HuMeE, 
The Cooper-Bessemer Corp., 
Washington, D. C. 

DEAR LARRY: At the meeting of the board of directors of the Diesel Engine 
Manufacturers Association in New York, which was held the afternoon follow- 
ing the meeting you attended, I was instructed to write you a letter and tell you 
officially how much the industry appreciated the fine job you did while you were 
with NPA. Weall know it was done at a sacrifice, and the men on the board of 
DEMA do appreciate that it was a sacrifice. 

I was instructed not only to write you this letter but to also write Gordon 
thanking him for the company loaning you. The best I can check my records is 
that I wrote to Gordon but not you in my haste to get away on a little vacation. 
This official note to you is therefore a little late, nevertheless, it is just as sincere 
as if it was sent the day I was told to write it. 

Kindest personal regards. 

Sincerely yours, 
Harvey T. HILi, Executive Director. 


Mr. McGratm. Do I understand then that you did not discuss this 
pending application with any of the officers of your company, Cooper- 
Bessemer ? 
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Mr. Hume. No, I did not. 

Mr. McGratn. Before you became a WOC did you discuss any then 
pending application with Mr. Cooper or any other officer of the 
company ? 

Mr. Hume. I had carried some papers for Mr. Cooper down to 
the office handling the tax-amortization certificates. 

Mr. McGrat. Whom did you deliver them to? 

Mr. Hume. I don’t recall, sir. 

Mr. McGraw, And you had discussed the pending application be- 
fore you became a WOC ? 

Mr. Hume. That is correct. 

Mr. McGrat. In other words, you and Mr. Cooper were the only 
two members in the Washington office at that time? 

Mr. Hume. No, there was Mr. Walter F. Myers. 

Mr. McGrai. There were three? 

Mr. Hume. Three, yes, sir. 

Mr. McGrait. Did you have any extended discussion with Mr. 
Cooper or Mr. Myers at any time before you became a WOC ? 

Mr. Hume. No, sir, I did not. 

Mr. McGratm. And you did not discuss the application from then 
until the amended certificate was given the company, with Mr. Cooper 
or Mr. Myers? 

Mr. Hume. No, I don’t believe I did. 

Mr. McGram. And you would get over to your company office a 
couple or three times a week ? 

Mr. Hume. That is correct. 

Mr. McGram. And at that time there was pending a $560,000 ap- 


plication before your office in NPA but you never discussed it with 


Mr. Cooper and Mr. Myers? 

Mr. Hume. I don’t think I did. 

Mr. McGraw. I would like to show you another document, Mr. 
Hume, which is an NPA memormandum addressed to Mr. Joseph 
Rand from Mr. Colvin. You recall perhaps that Mr. Rand had 
requested Mr. Colvin to prepare a recommendation and report on 
the company’s application. I believe they were asked to reply. 

I will ask you if you will identify that. 

Mr. Hume. I can identify that, I believe, as being the second draft. 

Mr. McGratm. The second draft of the NPA report to DPA on the 
company’s application, is that correct ? 

Mr. Hume. Yes, sir. 

Mr. McGraw. Is that a copy of the second draft which is now in 
your company’s files? 

Mr. Hume. Yes, sir. 

Mr. McGram. And do you know how a copy of an official NPA 
report got into your company files? 

Mr. Hume. I do not, sir. 

Mr. McGrat. You did not give it to anyone in your company ? 

Mr. Hume. I did not give it to anyone. 

Mr. McGrat. I would just like to read not the entire thing, Mr. 
Chairman, but two pertinent paragraphs. Incidentally, it is dated 
July 28, 1952—at which time you were a WOC, is that correct ? 

Mr. Hume. That is correct. 
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Mr. McGraw. It starts off : 

This will acknowledge receipt of your memorandum and attachments, which 
was turned over to the Internal Combustion Engine Section for study and 
comments. 

That was the section of which you were the chief? 

Mr. Hume. That is right. 

Mr. McGraiw. And the next to the last paragraph is: 

This Division is familiar with the manufacturer’s progress in expanding his 
facilities and production through processing his order boards and material 
allotments and through coordination with other Divisions of the NPA. It can 
state that the expansion has been carried out effectively. Furthermore, the 
overall cost, critical materials involved, and time required for completion, all 
represent substantial savings over the construction of a completely new facility 
to provide the same production increase. It is, therefore, our recommendation 
that this amendment be approved. 

And then at the bottom there is typed, “LBHUME: fh.” 

First, let me ask you: L. B. Hume is your name, is it not ? 

Mr. Hume. That is correct. 

Mr. McGraw. Would that not indicate that you prepared this 
document ? 

Mr. Hume. I did not prepare the document. My secretary evi- 
dently put that on there when she typed it, coming out of my section, 
but I did not write the letter. 

Mr. McGram. Did you see the document after she prepared it? 

Mr. Hume. I saw that one; yes, sir. 

Mr. McGrai. Did you say anything about your initials, that your 
name was on the document as the writer of the document ? 

Mr. Hume. No, sir; I did not. 

Mr. McGrat. Did you think that was rather odd, in view of the 
fact 

Mr. Hume. Actually, I didn’t pay any attention to it and I didn’t 
know it was on there until you found it in the files. 

Mr. Maerz. And the document that was found in the files, is it 
not correct, bears the letterhead of the Department of Commerce, 
National Production Authority ? 

Mr. Hume. Backward. 

Mr. Maerz. Would you like to examine this document again? 

Mr. Hume. I saw it. It is backward. 

Mr. McGraw. That means that the typist put the page in back- 
ward, that is all that means? 

Mr. Hume. That is right; and it was a rough draft, as I remember. 

Mr. Materz. Is it your testimony, Mr. Hume, you did not prepare 
this memorandum or had nothing to do with it? 

Mr. Hume. I did not prepare the memorandum and I did not 
write it. 

Mr. Maerz. And you have no idea of how the second draft hap- 
pened to get into the hands of the Cooper-Bessemer Corp. ? 

Mr. Hume. I don’t know. 

Mr. Materz. Is it the current practice when memorandums are 
prepared in any section or any division that the name of the author 
of the memorandum be set forth in the last page of the memorandum ! 

Mr. Hume. It is usually customary to é that; yes, sir. 
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Mr. Maerz. And your name was on the last page of the memo- 
randum ? 

Mr. Hume. Is it; yes, sir; on that. 

Mr. Maerz. And I take it that the purpose of putting the author’s 
name on the last page of a sneenandaon is to identify the name of 
the author to various other people in the organization ? 

Mr. Hume. That is correct. ~ 

Mr. Marerz. Therefore, other people in the agency reading this 
memorandum would assume, would they not, that you had prepared 
this memorandum ? 

Mr. Hume. I believe they would. 

Mr. Materz. Did you ever tell anybody in the agency you did not 
prepare this memorandum ? 

Mr. Hume. I don’t believe I did. 

Mr. Maerz. Therefore, for all practical purposes people in the 
agency would be justified, would they not, in assuming you had pre- 
pared the memorandum ? 

Mr. Hume. They would be. 

Mr. Materz. And it is now your testimony that you did not pre- 
pare it? 

Mr. Hume. I did not prepare it. 

Mr. Maerz. Do you recall a discussion which Mr. McGrail and 
I had in your office about this memorandum ? 

Mr. Hume. No; I do not. 

Mr. Maerz. You do not? 

Would it surprise you if I tried to refresh your recollection and 
state here that you indicated to us at the time of our interview, you 
had prepared the memorandum ¢ 

Mr. Hume. I don’t believe I said I did. 

Mr. Maerz. Did you indicate to us that it was your best recollection 
you had prepared the memorandum ? 

Mr. Hume. No. 

Mr. Maerz. And is it your testimony you did not tell us that you 
had prepared the memorandum ? 

Mr. Hume. I don’t know whether I told you I prepared it or 
whether I told you I did not. I don’t recall that. 

Mr. Ropino. When did you first see this memorandum ? 

Mr. Hume. After it was signed by Mr. Colvin—well, when it was 
being typed. 

Mr. Roptno. And that was when ? 

Mr. Hume. Somewhere in July—no—July, I think, of 1952. 

Mr. Roprno. And you noticed then that your name was contained 
in the memorandum, did you not? 

Mr. Hume. I don’t recall it; no, sir. I don’t remember its being on 
there; but it is on there. 

Mr. Kratrine. When these counsel came, didn’t they call your atten- 
tion to the fact it was on there? 

Mr. Hume. I don’t recall whether they did or not. 

The CuatrrmMan. You don’t recall whether they did not; but do 
you recall whether they did? 

Mr. Hume. No, sir; I don’t recall that they did, either. 

The CuarrmMan. Did you discuss this document that we are talking 
about now with any official of your company in conversation yester- 
day? 
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Mr. Hume. I discussed it with Mr. Irwin, the representative of 
the law firm that handled the tax amortization for Cooper- Bessemer ; 
yes, sir. 

The CHatrrmMan. You did discuss it, then, with some lawyer yester- 
day ¢ 

Mr. Hume. Yes, sir. 

The Cuatrman. With whom was that discussion of your name on 
the letter ? 

Mr. Hume. Mr. Robert Irwin. 

The Cuarrman. And that was as late as yesterday afternoon / 

Mr. Hume. Yesterday morning. 

The Cuarman. Did you tell him you were going to appear before 
this committee this morning? 

Mr. Hume. He knew that; yes, sir. 

The Cuarrman. And did he advise you as to what you should or 
should not say ? 

Mr. Hume. He did not, sir. He asked me the same question that 
just came up, on my name being on there when I did not prepare it, 
and I said it was evidently put on by my secretary, since it was typed 
in my section. 

Mr. McGram. Mr. Hume, I hand you what is the original report 
and recommendation of NPA to DPA, and it has some initials on 
it, and Mr. Colvin’s name. Is that your handwriting ? 

Mr. Hume. Up here? 

Mr. McGratn. Yes, sir. 

Mr. Hume. No, sir. 

Mr. McGratz. Whose handwriting is it? 

Mr. Hume. I don’t even 

Mr. McGraiz. I mean the handwriting right next to the word 
“division” in the heading of the letter. 

Mr. Hume. “J. H. P.”? 

Mr. McGratu. Yes, sir. 

Mr. Hume. No, sir; that is not mine. 

Mr. McGratu. You have there the second copy which came from the 
company’s files. Now, is that second copy not a second copy of the 
final NPA report to DPA ? 

Mr. Hume. It appears to be a copy; yes, sir. 

Mr. McGrain. Excuse me? 

Mr. Hume. I say, it appears to be the same. 

Mr. McGraw. Do you recall whether any other documents were 
prepared in your section which had your name as the originator but 
which documents you did not originate? 

Mr. Hume. No, sir; I don’t. 

Mr. Materz. In other words, this is the only memorandum pre- 
pared in your section with your name on the last page as the author, 
when, in fact, you were not the author ? 

Mr. Hume. To my knowledge; yes, sir. 

Mr. Maerz. Is that not strange? 

Mr. Hume. Yes, sir. 

Mr. Materz. Just one memorandum, bearing upon your own com- 
pany, a memorandum which indicates you to be the author but which 
was not, in fact, prepared by you? 

Mr. Hume. It was not prepared by me. 
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Mr. Marerz. And the only one you can think of? 

Mr. Hume. That is correct. 

Mr. McGram. And you say when this matter first came in before 
you, you went in to see Mr. Hand? 

Mr. Hume. That is correct. 

Mr. McGram. He was deputy director of your section? 

Mr. Hume. Yes. And Mr. Colvin. 

Mr. McGraw. Of your division ? 

Mr. Hume. Yes, sir. 

Mr. McGratu. You gave it back to him because you did not want 
to work on it, because it applied to your company ? 

Mr. Hume. That is right. 

Mr. McGrat. So, you were much concerned with the fact it was a 
matter concerning your company, and you did not want to have 
anything to do with it. Is that your position ? 

Mr. Hume. Well, I was not in any great concern; no. 

Mr. Maerz. Mr. Hume, were you the only person in your section 
who was familiar with the Cooper-Bessemer Corp. ? 

Mr. Hume. Well, I was the only one in the section. 

The CHarmrman. And this application related to manufacturers of 
internal combustion engines? 

Mr. Hume. That is correct. 

The Cuarrman. And was it not natural then for you to participate 
in the discussions or the process leading to this amendment ? 

Mr. Hume. As I said, I could have discussed it with Mr. Hand 
when I took the papers in to him and gave them to him. 

The Cuatrrman. And you played, would you say, a part in the 
process ? 

Mr. Hume. Well, you could say I played a part; yes, sir; by 
handling some papers. 

The Cuatrrman. What is that? 

Mr. Hume. I played a part by handling the papers; yes, sir; and 
taking them in. 

The Cuarrman. And would you say that you, because of your 
expertness on the construction and data on internal combustion en- 
gines, that you played an important part in that ? 

Mr. Hume. No, I don’t think I played an important part in it, 
because I did not write the recommendation. 

Mr. McGram. Who did write the recommendation ? 

Mr. Hume. I don’t know whether it was written by Mr. Hand or 
whether it was written by Mr. Colvin. I know there was a rough 
draft prepared, and it was typed by my secretary. 

Mr. McGraiz. Well, let me refer you to the opening sentence which 
T have already read, and I will read it again: 

This will acknowledge receipt of your memorandum and attachments, which 
was turned over to the Internal Combustion Engine Section for study and 
comment. 

Mr. Hume. Well, that was the normal procedure, as I remember, 
for anything that came in to the section. 

Mr. McGratz. You were the only employee of the section, other 
than the secretary ? 

ws Hume. Other than the secretary, after, I think, the first 2 or 
3 weeks. 
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Mr. McGraw. Did your secretary prepare the study and comments 
on this application ? 

Mr. Hume. No, sir. 

Mr. McGrai. Well, who did? 

Mr. Hume. As I say, it was evidently Mr. Hand or Mr. Colvin. 

Mr. McGrat. They were not in the section, were they # 

Mr. Hume. They were not in the section. 

Mr. McGrarv. And the final report says the matter was turned over 
to your section for comment and study ? 

Mr. Hume. That is true. 

Mr. McGratt. Well, is it not saying, in other words, that the com- 
ment in this report was prepared by your section ? 

Mr. Hume. It was not prepared by my section. 

Mr. McGrai. You disagree with this document? 

Mr. Hume. I disagree with the opening paragraph, yes, other than 
the fact it was turned over to the section, and it was turned back to 
the deputy 

Mr. Rogers. I hold in my hand what is designated as an office memo- 
randum which you have previously identified as being identical with 
one which was sent out on Commerce stationery and put in here as 
exhibit No. 11. 

Mr. Hume. Yes, sir. 

Mr. Rocers. And you have identified it as being similar or exact 
copy ¢ 

Mr. Hume. Yes, sir. 

Mr. Rogers. And, as I remember, a moment ago you testified that 
when you received this letter, apparently on June 17, which is exhibit 
A, that you took that then to Mr. Hand. 

Mr. Hume. That is right. 

Mr. Rogers. And you told us then that Mr. Hand took and wrote it 
out in longhand and gave it back to your stenographer for her to—— 

Mr. Hume. To type. 

Mr. Rogers (continuing). To type. 

Do you have any idea what happened to that memorandum that he 
wrote out in longhand which was later typed into this office memo- 
randum ? 

Mr. Hume. No, sir, I don’t. I don’t recall, sir, whether it was 
handwritten or whether it was dictated as a rough draft and then 
typed, and then sent down. I don’t recall. 

Mr. Rogers. Then, you have no—— 

Mr. Hume. I could not say it was a typewritten paper my secretary 
copied, or handwritten. 

Mr. Rocers. Then you have no recollection of how Mr. Hand may 
have prepared it and gave it to your stenographer? 

Mr. Hume. No, sir, I don’t. 

Mr. Rogers. And you testified here a moment ago you did not see 
it, or even did not know about it until at a later time it was directed 
to your attention by counsel here; is that right? And you discussed 
it with your attorney 

Mr. Hume. I said I did not realize that my initials were on that 
until later; it was brought up by the lawyer yesterday. 

Mr. Rogers. Did you tell us when you first saw a copy of that? 

Mr. Hume. A copy of that one? 
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Mr. Rogers. Yes. 

Mr. Hume. It was when it was being drafted—first draft. 

Mr. Rocers. The first draft? 

Mr. Hume. Yes, sir. 

Mr. Rogers. When you first saw it, it was not in the complete form it 
Is now ¢ 

Mr. Hume. No, sir. 

Mr. Rogers. Do you know how many pages it constituted before it 
was reduced to this? 

Mr. Hume. No, sir, I do not. 

Mr. Rogers. And you do not recall whether it was typewritten or in 
longhand ? 

Mr. Hume. No, sir, I do not. 

Mr. Rogers. And you don’t recall whether it was in Mr. Hand's 
handwriting or—— 

Mr. Hume. I don’t recall, no, sir. 

Mr. Rogers. Do you have any knowledge or information of what 
Mr. Hand prepared and passed to your stenographer for her to 
write up? 

Mr. Hume. No, sir, I don’t. 

Mr. Rocrers. When did you first see this memorandum that I hold 
in my hand? 

Mr. Hume. In the draft stage. 

Mr. Rogers. In the draft stage? 

Mr. Iftume. Yes, as I recall, when it was typed. 

Mr. Ropino. May I ask a question ? 

Mr. Rogers. Yes. 

Mr. —* At that time did you see the opening paragraph, which 
states that: 


This will acknowledge receipt of your memorandum and attachments, which 
was turned over to the Internal Combustion Engine Section for study and 
comments. 

Mr. Hlumr. That was on practically every letter that came through 
the section, it was a formality. 

Mr. Ropino. And yet you stated a while ago that you disagree with 
this, and that it was before the Internal Combustion Section for study 
and comment, that you were the Internal Combustion Engine Section 
in fact, and you made no such comment ? 

Mr. Hume. I did not make the comment, and I did not write the 
letter. 

Mr. Roprvo. But yet you saw that 

Mr. Hume. I saw the draft of it, and I know my secretary typed 
it—and why she put my initials on it, I don’t know. 

Mr. Roprno. And you did not object to the inclusion of that para- 
graph in the memorandum ? 

Mr. Hume. No, sir, I did not; I didn’t pay any attention to it at 
the time, either. 

Mr. McGram, You knew your secretary typed it, you knew when 
it was being typed in final form 

Mr. Hume. I don’t recall it being typed in final form. 

Mr. McGratt. Didn’t you say about 10 minutes ago you recalled 
when this was typed and your name was on there, but you said 
nothing about it 
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Mr. Hume. That is right. 

Mr. McGrai. So you recall it being typed in final form 

Mr. Hume. I don’t recall it being ty ped in final form, but I recall it 
being typed in draft form. 

Mr. Rogers. You talk about the draft stage, but you don’t have any 
recollection of what the draft stage was, whether it was in longhand or 
whether it was typewritten, or what? 

Mr. Hume. I don’t know, I don’t remember, but I remember—I 
S ely remember the secretary typing it, and I remember reading 

ut I did not remember my name being on it, and I did not pay any 
attention to the clause in the opening paragraph which you 

Mr. Rocers. The thing that I am trying to est: ablish—first of 
all, you were in the division, you say you did not have anything to do 
with it, you tell us that when it did come you turned it over to your 
chief, and that your chief handled it; that you have some vague 
recollection, that he handled it by preparing a memorandum for your 
girl to type, who did not take dictation, I believe you stated a moment 
ago 

Mr. Hume. That is correct. 

Mr. Rogers. Knowing that that took place, now your memory 
is hazy about whether it was handwritten by him, whether he had 
dictated it to somebody else and handed it to her, whether it was 
typewritten or written in longhand, your memory is hazy about that? 

Mr. Hume. Yes, sir. 

Mr. Rogers. And because of that haziness, you cannot tell us what 
Mr. Hand did? 

Mr. Hume. I don’t know whether Mr. Hand wrote it in longhand 
and gave it to the secretary to type, but I do remember her typing 
it and seeing it after it was typed. 

Mr. Rogers. And you never discussed it with Mr. Hand since then ? 

Mr. Hume. No, sir. 

Mr. Rocers. And the only discussion you had was just this one 
time when you said that you could not very well handle it because it 
was your company, something to that effect ? 

Mr. Hume. I never discussed it with Mr. Hand since; no, sir. 

Mr. Ropino. Mr. Hume, I can appreciate your memory being hazy 
on this, but what I cannot reconcile in my mind is the fact that you 
knew there was such a paragraph, knowing it was contained in most 
every letter, and knowing how significant it was upon your division, 
and you were that division, you were the only one there, and you knew 
you made no such e omments—but yet it was not of sufficient i importance 
to you to raise an objection that such a clause was contained in the 
letter ? 

Mr. Hume. Well, I did not pay any attention to it at the time; 
no, sir. 

Mr. Roprno. Didn’t you think it was important, that it was 
stated in a memorandum affecting the vital problem that had come to 
you for your study and comments, and that it was in effect a misrepre- 
sentation included in the letter when you had never actually made a 
comment on it or study on it 

Mr. Hume. No; it never occurred to me as being a misrepresenta- 
tion; no, sir. 

Mr. Roprno. Is it a statement of fact, that it had come to you for 
study and comment ? 
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Mr. Hume. It is a statement of fact that it had come there. 

Mr. Roprno. Is it true or not true it did come for comment ? 

Mr. Hume. It is true it came for comment, but I did not write the 
comment. 

Mr. Rogers. Having disassociated yourself from it, later when the 
memorandum was prepared and it had your name attached to it, and 
it had the usual citation about being considered by your division, you 
never thereafter paid any attention to see that it did not have the usual 
citation removed from it; that is what you have stated? 

Mr. Hume. No, sir; I paid no attention to it; no, sir, 

Mr. Rogers. That is, you had turned it loose and you paid no further 
attention to it, and if it had any recital in there, as you indicated, you 
did not know it until your attention was directed to it by counsel ? 

Mr. Hlumr. That is correct. 

Mr. Materz. Mr. Hume, do you recall that Mr. McGrail and I were 
over on September 9? 

Mr. Hume. I recall you were; I don’t recall the date; I remember 
your coming and going through the files. 

Mr, Matrrz. And you made available the files of Cooper-Bessemer 
in Washington to Mr. McGrail and myself? 

Mr. Hur. Yes, sir. 

Mr. Marxerz. And do you recall in the file where the two NPA mem- 
‘andums concerning the Cooper-Bessemer Corp.’s tax amortization ¢ 
Mr. Hume. I recalled after they were withdrawn from the files. 
Mr. Matrrz. Do you recall that at the time we discussed that with 
you? 

Mr. Hume, I don’t recall your discussing anything. 

Mr. Marerz. Did you evidence any surprise at the time Mr. McGrail 
and I did discuss the matter with you that these two NPA memo- 
randums concerning Cooper-Bessemer were in your company files? 

Mr. Hume. I vaguely rember. 

Mr. Materz. I beg your pardon ? 

Mr. Hume. I vaguely remember you mentioning something about 
some of the papers being in the company files. 

Mr. Maerz. Did you ask Mr. Cooper how you happened to get a 
copy of the memorandum ? 

Mr. Hume. Yes, sir. 

Mr. Marerz. What did he say? 

Mr. Hume. He said he doesn’t know whether it was given to him 
in the front office or where he got it. 

Mr. McGratt. Mr. Hume, would you examine these documents— 
do you recognize your handwriting ? 

Mr. Hume. No, sir. 

Mr. McGratm. Your handwriting is not on there? 

Mr. Hume. No, sir. 

Mr. McGraw. Now, Mr. Hume, I would like to refer you to a tele- 
gram, a copy of a telegram from your company files. 

It is addressed to S. E. Johnson, Jr. Who is Mr. Johnson? 

Mr. Hume. S. E. Johnson, Jr.? 

Mr. McGratn. Yes, sir. 

Mr. Hume. He is Assistant Treasurer of Cooper-Bessemer. 
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Mr. MoGrau. It is from C. G. Cooper, vice president in charge of 
the Washington office. It is dated July 25,1952. I would like to read 
it to you. 

First of all, let me point out that July 25, 1952, was a few days be- 
fore the final NPA report was prepared. Is that right, the report 
having been prepared July 28? 

The telegram reads as follows: 

Regarding amendment to TA-3424. New development which MSY may help 
us get buildings under scope amendment. Dash Rans xxx Rands’ office has 
sent our amendment to NLXX NPA for comment M. This will be favorable so 
Daniel and I wil! refrain from filing new application for buildings until outcome 


determined. 
C. G. CooPER. 


In that telegram, Mr. Cooper, of your Washington office, is 
aware of the fact that the DPA through Rands’ office had referred 
your company’s application to NPA. Did you advise Mr. Cooper of 
that fact? 

Mr. Hume. No, sir. 

Mr. McGratt. Do you know how Mr. Cooper knew ? 

Mr. Hume. No, sir. 

Mr. McGraw. And Mr. Cooper also says, “This will be favorable.” 
Do you know how Mr. Cooper knew that the NPA action on the com- 
pany’s application was going to be favorable? 

Mr. Hume. I don’t, sir. 

Mr. McGraw. And it is your testimony you never discussed with 
Mr. Cooper or any other company officer the company’s pending appli- 
cation from the time you became a WOC until the time the applica- 
tion was finally allowed ? 

Mr. Hume. That is correct. 

Mr. McGratm. That is your best memory ? 

Mr. Hume. To the best of my knowledge I did not discuss it with 
— 

Mr. McGrau.. Mr. Chairman, I will turn to another matter, but 
first I would like to introduce these documents, namely : 

Letter dated July 25, 1952, with the comments of NPA; copy of the 
NPA report dated July 28, and a copy of a telegram dated July 25, 
1952. I offer them for the record. 

The CHarrman. Yes; they will be included. 

(The documents referred to are as follows :) 

DEPARTMENT OF COMMERCE, 


NATIONAL PRODUCTION AUTHORITY, 
Washington, July 28, 1952. 


TA-3424—The Cooper-Bessemer Corp. 
Mr. JoSEPH RAND, 
Director, Post-Certification Division, 
(Attention: Mrs. BE. 8S. Spiro.) 
Mr. JAMEs A, CoLvIN, 
Director, Engine & Turbine Division: 

This will acknowledge receipt of your memorandum and attachments, which 
was turned over to the Internal Combustion Engine Section for study and 
comments. 

Analysis of the requested amendment to TA-3424, the Cooper-Bessemer Corp., 
and the explanatory letter of June 2, 1952, established that the additional 
facilities listed are essential to obtain the production goal set forth in their 
original application. 
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In cases where expansion of capacity is undertaken within an existing inte- 
grated plant, it is normally impossible to fully determine all facilities required, 
even when sufficient time is available for a complete engineering study of the 
project. In this case it is apparent that the engineering study, the placing 
under order of the major portion of the facilities, and the preparation of the 
application all had to be completed within an extremely short space of time. 
Thus changes and additions would normally be expected. 

With time as the essence and with a complex integrated foundry and manu- 
facturing operation involved, a considerable revision in plans could be expected 
to attain the 100-percent production increase authorized within the scope of the 
certificate. 

The reason for the additional buildings and other additions and changes in 
the facilities are obvious, particularly in the light of the Cooper-Bessemer letter 
of June 2,1952. It is noted that the additions do not increase productive capacity 
beyond the scope of the originally certified rate. However, the points presented 
provide clear evidence that the test house extension, shop office building, storage 
building, etc., were essential to attain the 100-percent production increase as 
set forth in the original application. By using areas within the confines of the 
production shops formerly utilized for these activities, the manufacturer could 
complete a straight line production increase in each department which is far 
more effective and less costly than the construction of buildings to contain tools 
and facilities for parallel production. 

The large production increase involved the short time available for engineer- 
ing study, and the relatively small percentage of total area represented by the 
displaced services for which new housing had to be provided in the correct 
strategic area indicates why the requirements for these facilities were not known 
at the time of filing the original application. This Division considers them 
sound and logical. 

This Division is familiar with the manufacturer’s progress in expanding his 
facilities and production through processing his order boards and material 
allotments and through coordination with other divisions of the NPA. It can 
state that the expansion has been carried out effectively. Furthermore, the 
overall cost, critical materials involved and time required for completion, all 
represent substantial savings over the construction of a completely new facility 
to provide the same production increase. It is, therefore, our recommendation 
that this amendment be approved. 

As requested we are returning all attachments sent with your memorandum. 


JULY 25, 1952. 
S. E. JoHnson, Jr.: 

Regarding amendment to TA-3424 new development which may help us get 
buildings under Scope amendment. Dash Ransxxx Rands office has sent our 
amendment to NLXX NPA for comment M. This will be favorable so Daniel 
and I will refrain from filing new application for buildings until outcome deter- 
mined. 


C. G. Cooper. 


JULY 25, 1952. 
Subject : TA-8424—The Cooper-Bessemer Corp. 
Mr. Paut DANIEL, 
Ring Building, Washington 6, D. C. 

Dear Mr. DANIEL: Enclosed herewith are comments that NPA is considering 
in response to the request from the post-certification office relative to approval 
of our amended application. 

Very truly yours, 





Vice President, the Cooper-Bessemer Corp. 
JULY 25, 1952. 


COMMENTS ON COCOPER-BESSEMER AMENDMENT TA-3424 


Analysis of the requested amendment to TA-38424, the Cooper-Bessemer Corp. 
and the explanatory letter of June 2, 1952, established that the additional fa- 
cilities listed are essential to obtain the production goal set forth in their 
original application. 
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In cases where expansion of capacity is undertaken within an existing inter- 
grated plant, it is normally impossible to fully determine all facilities re- 
quired, even when sufficient time is available for a complete engineering study 
of the project. In this case it is apparent that the engineering study, the 
placing under order of the major portion of the facilities, and the preparation 
of the application all had to be completed within an extremely short space of 
time. Thus changes and additions would normally be expected. 

With time as the essence and with a complex intergrated foundry and man- 
ufacturing operation involved, a considerable revision in plans could be expected 
to attain the 100-percent production increase authorized within the scope of the 
certificate. 

The reason for the additional buildings and other additions and changes in 
the facilities are obvious to an experienced production man, particularly in the 
light of the Cooper-Bessemer letter of June 2, 1952. It is noted that the addi- 
tions do not increase productive capacity beyond the scope of the originally cer- 
tified rate. However, the points presented provide clear evidence that the test 
house extension, shop office building, storage building, etc., were essential to 
attain the 100-percent production increase as set forth in the original applica- 
tion. By using areas within the confines of the production shops formerly 
utilized for these activities the manufacturer could complete a straight-line 
production increase in each department which is far more effective and less 
costly than the construction of buildings to contain tools and facilities for paral- 
lell production. The large production increase involved the short time avail- 
able for engineering study, and the relatively small percentage of total area rep- 
resented by the displaced services for which new housing had to be provided in 
the correct strategic area indicates why the requirements for these facilities 
were not known at the time of filing the original application. This division 
considers them sound and logical. 

This Division is familiar with the manufacturer’s progress in expanding his 
facilities and production through processing his order boards and material allot- 
ments and through coordination with other divisions of the NPA. It can state 
that the expansion has been carried out effectively. Furthermore the overall 
cost, critical materials involved and time required for completion, all represent 
substantial savings over the construction of a completely new facility to provide 
the same production increase. It is therefore our recommendation that this 
amendment be approved. 


Mr. McGrat. I would like to refer to a letter dated October 23, 
1952, and it is addressed to Paul C. Augustine. Who is Paul C. 
Augustine ? 

Mr. Hume. He was a material expediter for Cooper-Bessemer in 
Mount Vernon, Ohio. 

Mr. MoGratt. He was an employee of your company ? 

Mr. Hume. That is right. 

Mr. McGrai. The letter is from Mr. C. G. Cooper and it reads as 
follows: 

Dear PAvuL: Larry Hume, Chief of Engine Section, Engine and Turbine Divi- 
sion of NPA, advises he has assigned DO-Z-1 priority to your request on the 
subject machine. ‘This will be coming through as soon as he can get clearance 
from the General Industrial Equipment Division, Compressor Section, and 
Machine Tool Section. 

Very truly yours, 
C. G. Cooper. 

The Cuairman. What is the date? 

Mr. McGrain. It is dated October 23, 1952. 

You were a WOC at that time? 

Mr. Hume. Yes, sir. 

Mr. McGrain. And the reference in the letter to “Larry Hume” is 
to you? 

Mr. Hume. That is right. 

Mr. McGrat. Is it correct as Mr. Cooper states that you had 
made priority to the company’s request ? 
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Mr. Hume. It is incorrect. 

Mr. McGrat. It is incorrect? 

Mr. Hume. It is incorrect.’ 

Mr. McGrain. Well, would you explain—do you happen to know 
why Mr. Cooper made that statement ? 

Mr. Hume. I don’t know why he made it because, the first thing is, I 
did not have the authority to assign a DO-Z-1 rating to something. 
I could have recommended it and it would have to be assigned by the 
Division. 

The Cuamman. You know you are under oath; you know that? 

Mr. Hume. Yes, sir. 

The Cuarman. It is not the intention on the part of this committee 
to conduct any proceedings which might involve anybody in perjury, 
but I just want to warn you, these contradictions are hard to under- 
stand, and I hope that you are telling us the truth. 

Mr. Hume. | am telling you the truth. Mr. Cooper was incorrect 
by saying that I assigned ‘the rating. 

Mr. Materz. Did you advise Mr. Cooper that you had assigned this 
DO-Z-1 priority ? 

Mr. Hume. I don’t recall that I did. 

Mr. Maerz. Is Mr. Cooper correct in stating you had advised him 
that you had assigned a DO-Z-1 priority ? 

Mr. Hume. I don’t recall assigning the DO-Z-1 and I don’t think 
I had the authority to do so. 

Mr. Materz. Did you advise Mr. Cooper that you had assigned this 
priority ? 

Mr. Hume. I don’t recall doing it, no, sir. 

Mr. Materz. I beg your pardon? 

Mr. Hume. I don’t remember it; no, sir. 

Mr. Materz. My question is, whether Mr. Cooper in your judgment 
was incorrect when he stated to Mr. Augustine in this letter dated 
October 23, 1952, and I quote again: 

Larry Hume, Chief of Engine Section, Engine and Turbine Division of NPA, 
advises he has assigned DO-Z-1 priority to your request on the subject machine. 


Is that statement incorrect? 

Mr. Hume. [ think it is. 

Mr. Matetz. Will you tell us—— 

Mr. Hume. I could have told Mr. Cooper that I was going to try 
for a DO-Z-1 rating to be placed on it. 

Mr. Maerz. You did tell Mr. Cooper that? 

Mr. Hume. That I would try. 

Mr. Marerz. And what effort did you make to get that priority 
assigned to this particular application ? 

Mr. Hume. As I rec ‘all, I referred it to the Metalworking Division— 
isn’t that the name of it? 

Mr. Marerz. I beg your pardon? 

Mr. Hume. May I see the letter a minute? 

Mr. Maerz. Yes, of course. 

Mr. Hump. As I vaguely recall, I requested the priority be assigned 
to the equipment, and I think 





The CHarrman. Assigned to whom? 
Mr. Hume. I think I requested the Compressor Section to assign 


a priority. 
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Mr. Maerz. When was that ? 

Mr. Hume. During the time that I was with NPA, I don’t remem- 
ber the date. 

Mr. Matrrz. Did you request the Compressor Section to assign this 
specific priority for Cooper-Bessemer ? 

Mr. Hume. I could have. 

The Cuarrman. You said “could have”; but did you? 

Mr. Hume. I don’t recall. I evidently did. 

Mr. Maerz. Therefore, this letter from Mr. Cooper to Mr. Augus- 
tine is not incorrect? 

Mr. Hume. It is incorrect, that I assigned it. 

Mr. Maerz. But it is not incorrect in respect to your advising Mr. 
Cooper that you would have this priority order—— 

Mr. Hume. I would try to have it. 

Mr. Maerz. I beg your pardon? 

Mr. Hume. I said, “I would try to have it.” 

Mr. Martz. In other words, that you in your position as Chief of 
the Engine Section would try to have a priority order established for 
the company employing you; is that right ? 

Mr. Hume. Yes, sir. 

Mr. McGrain. Who actually issues these directive orders? 

Mr. Heme. Sir? 

Mr. McGrait. Who actually issues these directive orders? 

Mr. Hume. The directive orders? 

Mr. McGrat. Yes. 

Mr. Hume. For the priority? 

Mr. McGratn. Yes. 

Mr. Hume. The section which is handling the tools, as I recall. 

Mr. McGrartt. And which section is that ? 

Mr. Hume. That would be the Compressor Section in this partic- 
ular case, I believe. 

Mr. McGrat. So, it would not be your section ? 

Mr. Hume. I don’t think so. 

Mr. Rocers. You testified a moment ago that you spent on an aver- 
age of about 6 hours a week taking care of your local business while 
you were in the WOC: is that correct ? 

Mr. Hume. Yes, sir. 

Mr. Rocers. And during that period of time, would you have any 
occasion to consult with others of the company ? 

Mr. Hume. Yes; I would have time to talk to Mr. Cooper occa- 
sionally ; yes, sir. 

Mr. Rogers. Yes, and during that period of time, why, you dis- 
cussed things for the benefit and welfare of your company that paid 
your salary ; wouldn’t you? 

Mr. Hume. Yes, fairly. 

Mr. Rogers. And it is possible and likely that you discussed this 
question of a priority with them; didn’t you? 

Mr. Hume. I could have, yes, sir, or he could have come down to 
the office and it was discussed there, Mr. Cooper came down there 2 or 
3 times a week. 

Mr. Rogers. He came down 2 or 3 times a week ? 

Mr. Hume. Yes, sir. 

Mr. Rogers. In connection with company business? 
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Mr. Hume. Yes, the same as all the rest of the manufacturers came 
in 2 or 3 times a week—some of them came in every day. 

Mr. Rogers. Sure. Well, the point is this, that the executives in 
your company felt free to come and discuss their priorities and their 
requests while you were a WOC; didn’t they ? 

Mr. Hume. Yes. 

Mr. Rogers. And you felt free to discuss it with them; didn’t you? 

Mr. Hume. Yes, sir. 

Mr. Rocers. And no doubt during this discussion you may have dis- 
cussed this question of priorities? 

Mr. Hume. I could have; yes, sir. 

Mr. Rogers. And you gave to them the impression that, as far as 
you were concerned, you were ready, willing, and able to see that they 
got it? 

Mr. Hume. I would try in that particular case ; yes. 

Mr. Rogers. But you hi ive no indepeadent. recollection of anything 
that you did to get them to issue the priority ? 

Mr. Hume. No, sir; I don’t. 

Mr. Rogers. But you did get information to the effect that it was 
going to be issued and transmitted it to Cooper? 

Mr. Hume. I evidently told Mr. Cooper that I was going to try to 
get it approved—a priority issued. 

Mr. Rogers. Mr. Cooper in this letter to Mr. Augustine says: 

zarry Hume, Chief of Engine Section, Engine and Turbine Division of NPA, 
advises he has assigned DO-—Z-1 priority to your request on the subject machine. 
This will be coming through as soon as he can get clearance from the General 
Industrial Equipment Division, Compressor Section and Machine Tool Section. 
Now this is a letter that Mr. Cooper wrote to Mr. Augustine after a 
conference with you; isn’t it? 

Mr. Hume. Yes. 

Mr. Rogers. But you vaguely remember that you did discuss it ? 

Mr. Hume. Yes, sir. 

Mr. Rocrrs. But whether or not you actually told Mr. Cooper he 
was going to get it, you don’t recall that ? 

Mr. Hume. No; I don’t recall telling him that he would get it. I 
recall telling him I would try to get it approved. 

Mr. Rocrers. Well, he says: 





This will be coming through as soon as he can get clearance from the General 
Industrial Equipment Division, Compressor Section and Machine Tool Section. 


Was that your section ? 

Mr. Hume. No. 

Mr. Rogers. Did you say anything to that section about the 
priority ? 

Mr. Hume. I could have; yes,sir. Evidently 

Mr. Rogers. What was that ? 

Mr. Hume. And evidently I did. 

Mr. Rogers. This letter was dated October 23, 1952. Do you know 
when the priority was issued ? 

Mr. Hume. No, sir. 

Mr. Rogers. What does the record show ? 

Mr. Materz. Did the company get the priority ? 

Mr. Hume. I don’t know. 

Mr. Marerz. Is that DO-Z-1 a pretty high priority ? 
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Mr. Hume. Yes 

Mr. Maerz. You don’t recall what a DO-Z-1 priority at this 
time is ? 

Mr. Hume. No; I don’t know what the significance is now. 

Mr. Matetz. Do you recall telling Mr. McGrail and myself: “This 
is one of the highest priorities a company could get” ? 

Mr. Hume. No. 

Mr. Maerz. Would you deny that you told us that ? 

Mr. Hume. No. 

Mr. Maerz. You would not deny it? 

Mr. Hume. I would not deny it, but I don’t recall telling you. And, 
I couldn’t substantiate it to this day, what is the standing of the 
DO-Z-1. 

Mr. Materz. In recommending the granting of this priority 
application to Cooper-Bessemer, were you acting in your capacity as 
a Chief of the Engine Section of NPA, or as your private capacity as 
an employee of Cooper-Bessemer ? 

Mr. Hume. When I made recommendation for the DO-Z-1? 

Mr. Maerz. Yes. 

Mr. Hume. I was acting as a representative of NPA. 

Mr. Materz. Were you familiar at that time with the conflict of 
interest statutes ? 

Mr. Hume. Yes, sir. 

Mr. Marerz. You were familiar with the conflict of interest statutes. 
Were you familiar with the fact that NPA employees were prohibited 
from—any WOC employees were prohibited from, under penalty of 
violating the conflict of interest statutes : 

Making any recomendation or taking any action with respect to individual 
applications to the Government for relief or assistance, on appeal or otherwise, 
under the provisions of the Defense Production Act made by your private 
employer * * *. 

Are you familiar with that? 

Mr. Hume. Yes, sir. 

Mr. Materz. Do you feel that you were violating that particular 
prohibition ? 

Mr. Hume. No, sir, I do not. 

Mr. Materz. Will you explain to the committee why you felt that 
way ¢ 

Mr. Hume. Because any action that was taken was approved by the 
front. office. 

Mr. Maerz. Let me read this again, Mr. Hume. You were pro- 
hibited from : 

Making any recommendation or taking any action with respect to indvidual 
applications to the Government for relief or assistance, on appeal or otherwise, 
under the provisions of the Defense Production Act made by your private 
employer * * * 

Were you making a recommendation ? 

Mr. Hume. Well, I made a recommendation. 

Mr. Matetz. With respect to an application—— 

Mr. Hume. I made a recommendation, and it was approved by 
Mr. Hand. 

Mr. Maerz. My question is this: Were you making a recommenda- 
tion with respect to an application made by your private employer? 
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Mr. Hume. Yes, sir. 

Mr. Maerz. You were? 

Mr. Hume. Yes, sir, in that case, I was. 

Mr. Maerz. Therefore, would you not be in violation of this 
particular order issued by NPA? 

Mr. Hume. It would be. 

Mr. Maerz. You would be? 

Mr. Hume. I say it would be a violation ; yes, sir. 

Mr. Marerz. Did you regard it at the time as a violation? 

Mr. Hume. No, sir. 

Mr. Maerz. Why not? 

Mr. Hume. I didn’t pay any attention to it. 

Mr. Marerz. You didn’t pay any attention to it. : 

The Cuan an. Plus, the statute of limitations running against 
you. 

Mr. Hume. Sir? 

The Cuarrman. I believe the statute of limitations may have run 
against. the wrongs. 

Mr. McGrat. Mr. Hume, was it your practice, then, while you were 
WOC, to confer with officers of your company regarding company 
matters pending before NPA ? 

Mr. Ilumr. No, sir. It was not a custom. 

Mr. McGraw. You did discuss this directive order which the com- 
pany sought with Mr. Cooper? 

Mr. Hume. Mr. Cooper evidently came down and asked me about 
it, and I told him that I was going to try to get it approved. 

Mr. Roeers. Didn’t you testify a moment ago that you felt you 
were free to discuss any company business with any of the executives 
at any time, and Mr. Cooper was one of them? 

Mr. Hume. I didn’t say that I did all the time, though. 

Mr. Rogers. There never was any time that Mr. Cooper or anybody 
else talked to you about it—you did go ahead and discuss it with them, 
didn’t you? 

Mr. Hume. With Mr. Cooper, yes. 

Mr. Rogers. Sure. So, that is what you did; you did it freely, and 
there is no question about it. You may not be able to recall every 
instance that you talked to him about it. 

Do you know of any instance when you ever refused to discuss it 
with him ? 

Mr. Hume. No. 

Mr. McGratn. May I introduce this letter dated October 23 into 
the record ¢ 

The Cuatrman. Yes. 

(The letter referred to is as follows :) 

Grove Ciry, October 23, 1952. 
Subject: Priority for connecting-rod magniflux machine. 
Mr. Pau. C. AUGUSTINE, 
Priority Materials Coordinator, 
Washington. 

DEAR PAUL: Larry Hume, Chief of Engine Section, Engine and Turbine Divi- 
sion of NPA, advises he has assigned DO-Z-1 priority to your request on the 
subject machine. This will be coming through as soon as he can get clearance 
from the General Industrial Equipment Division, Compressor Section, and Ma- 
chine Tool Section. 

Very truly yours, 


C. G. CooPer. 
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Mr. McGraw. Mr. Hume, I would like to show you a letter from 
your company to the Department of Commerce National Production 
‘Authority, dated June 4, 1952, a copy of which was sent to Mr. L. B. 
Hume. : 

Would you examine that very briefly and tell us the subject of 
the letter ? 

Mr. Hume. Yes, sir. 7 

Mr. McGraw. Perhaps if I sum it up and ask you if this is correct, 
that it pertains to a request by your company for a 90-day extension 
of the company’s compliance with the NPA order? Is that roughly 
correct ? 

Mr. Hume. Yes sir. 

Mr. McGraw. Why was a copy of this letter sent to you? 

Mr. Hume. Well, there are many reasons why it would have been. 
The first thing is, previously to the time that I went with NPA, I 
was expediting materials and contacting NPA to get company relief, 
and expediters in our company were sending me correspondence all 
the time. And so, when I went to NPA, the copies still continued to 
come through. 

Mr. McGrain. As I recall, when Mr. Maletz and I had a con- 
ference with you down in your office, you advised us at that time 
that Mr. Cooper handled and received all company correspondence 
because he was in charge of the Washington office, and that you very 
seldom received any from the company. 

Do you recall advising him to that effect ? 

Mr. Hume. Direct, yes, I received copies of correspondence. It all 
comes into the central mailing section, and Mr. Cooper distributes it. 

Mr. McGraw. Did they send a letter to the company office and a 
copy to you at the time? 

Mr. Hume. Yes, sir. 

Mr. McGratn. Let me refer you to a piece of interoffice corre- 
spondence entitled the Cooper-Bessemer Corp., dated June 10, 1952 


from V. B. Jacobs, manager, sales order department, and addressed 
to you. It is as follows: 


Deak Larry: We are sending you via airmail today three copies of order 
board which has been revised as of May 31, 1952. 


Please forward a portion of these on to the NPA office in Washington. 


What was the purpose of these order forms, your company filing 
these order forms with NPA ? 


Mr. Hume. It was a regulation. We were required to forward 
them the same as all other manufacturers. 


Mr. McGrait. Why were they sent to you at your company office 
in Washington rather than direct to NPA? 

Mr. Hume. They have always done that. From the very beginning 
they sent them to the Washington office and I usually carried them 
down and gave them to the Engine Section. And, it continued as 
just a policy to send them on into Washington, and I either picked 
them ups or Mr. Cooper would bring them down. 

Mr. McGrai. Even though you were a WOC, the company still 
used you as an intermediary between it and NPA, is that correct? 


Mr. Hume. I don’t think they did it intentionally if they did. 
Mr. MoGratn. But they did do it? 


. 
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Mr. Hume. They sent me the order board at the Washington office, 
and I delivered them to NPA previous to the time that I was there 
and after the time I left. 

Mr. McGrat. I would like to refer you to a letter dated August 
8, 1952, from Mr. Cooper of your office to Mr. George Nicholson. 

Who is Mr. Nicholson ¢ 

Mr. Hume. He was an employee of the company in either—pur- 
chasing section, I believe. 

Mr. McGrait. This has to do with a company matter. I donot know 
what its connection is with NPA, but the second paragraph is as 
follows: 

Larry Hume advises that he has just run up against the same problem with 
Ajax Iron Works and there is no way of getting around it without a military 
allotment. 


I would like you to examine this document and Sapp briefly what 
it is all about and what was the advice, particularly, you gave your 
company on this matter. 

Mr. Hume. As I recall, Cooper-Bessemer were having difficulty ob- 
taining steel tubing used on our compressors, and Mr. Cooper, as I 
recall, asked me what the situation was in regard to getting steel 
tubing. And I told him, as this letter states, that I had been asked 
about that problem by the Ajax Iron Works, I had looked into the 
situation with the Steel Division of NPA, and found out that you 
could not get the steel tubing without a quite high priority. And, 
unless you had a high priority, which would be a military priority, 
it was almost impossible to get steel tubing at that time. 

Mr. McGraw. Was Ajax Iron Works a competitor of your com- 
pany ? 

Mr. Hume. Yes,sir. I shouldn’t say, yes, sir. They build a smaller 
engine than we do, and our lines of products do not conflict, although 
they are an engine builder. 

Mr. McGram. And were you advising Mr. Cooper as a company 
employee or an NPA official on this matter ? 

Mr. Hume. I just told him, I believe, when he came into the office 
that you couldn’t get material without a priority. 

Mr. McGram. And your information regarding Ajax Iron Works 
was information you acquired as an NPA official; is that correct? 

Mr. Hume. That is right. 

Mr. McGrat. I would like to refer you to a letter dated August 14, 
1952, to Mr. R. H. Bragg, from Mr. Cooper. 

Who is Mr. Bragg? 

Mr. Hume. Mr. Paid was a purchaser and material expediter of 
the Mount Vernon, Ohio, plant. 

Mr. McGram. And this has to do with some company matter. I 
wish you would briefly look at it. 

What is this matter all about ? 

Mr. Hume. It regarded self-certification for material for producing 
engine parts where you did not have a priority or even, at that time, 
an order. There was a certain amount of lead time involved in build- 
ing engine parts, and you could estimate what your requirements would 
be, and then you could self-certify. 
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Mr. McGrau. The letter starts off : 


Confirming our phone conversation on the above subject, I have just rechecked 
with Larry Hume and he advises they will not use the method discussed the 
other day in allocating critical materials for the first quarter of 1953 (in other 
words they won’t take our lowest quarter under CMP and then allot us 60 
percent of that) * * *. 

In other words, you were advising your company again on NPA 
matters while you were—— 

Mr. Hume. Yes, and I did it for other companies, also, every day. 

Mr. McGraix. I would like to refer you to a letter dated September 
8, 1952, to Mr. J. H. Shields, from Mr. Cooper. 

Who was Mr. Shields ? 

Mr. Hume. Mr. Shields was a marine sales engineer and stationary 
sales engineer. 

Mr. McGrain. And the postscript is as follows: 

Larry Hume reached Wesley Mills and he advised that the Nelsco engine 
was overhauled about 5,000 hours ago from the crankshaft up. He may continue 


to use it in the vessel or possibly may condition it, then sell it, buying a JS-8 
for more power. He will contact Larry— 


that refers to another Larry— 


after he returns from Boston. He stated Larry McEwen had given him an ap- 
proximate price of $55,000. 

Would you examine this letter ? 

Mr. Hume. I recall that letter. 

Mr. McGraw. What was that all about? Was this company matter 
solely ? 

Mr. Hume. Yes, Mr. Mills was a customer of mine. He was from 
Virginia, and he was in the fishing business. He had three fish troll- 
ers. And, he raised a vessel that had been sunk years ago, and he re- 
conditioned the engine and rebuilt the engine and rebuilt the vessel. 
And, after the vessel was rebuilt and the engine was rebuilt, he dis- 
cussed with me on the phone purchasing another engine for it because 
there was not enough power. 

Mr. McGrai. This was purely a company matter; it had nothing 
to do with NPA? 

Mr. Hume. That is right. 

Mr. McGrain. You were acting in your own capacity, rather than 
as an NPA official ? 

Mr. Hume. That is correct. 

Mr. McGraw. But you were a WOC at the time? 

Mr. Hume. Yes, sir. 

Mr. McGrat. I would like to refer you to an interoffice company 
memorandum dated September 9, 1952, addressed to you, and it is from 
V. B. Jacobs. Here, again, they are forwarding you copies of order 
boards which they want you to file with NPA. I ask you if you did 
so file them. 

Mr. Hume. Yes. 

Mr. McGraw. Thank you. 

I would like to refer to a copy of a telegram dated September 23, 
1952, to Mr. Ron McCoy and Mr. Bud Myer, Grove City, order de- 
partment. 

They are employees of the company ? 

Mr. Hume. Fo. 
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Mr. McGraw. It is from you. It states as follows: 


Regarding my phone conversation with you yesterday, have contacted Mr. 
Alvin, sales manager of Rollway Bearing Co., Syracuse, N. Y., and he plans to 
expedite our orders for fuel-pump bearings, if he is unable to improve deliveries 
he will contact me at NPA but we are assuming that if he does not contact me he 


will improve your deliveries. 

This was an internal company problem; was it not? It had nothing 
to do with the Government ? 

Mr. Hume. Correct. 

Mr. McGraw. And you were working on it for the company ‘ 

Mr. Hume. I think I called the bearing manufacturer from the 
Washington office, and then sent them the teletype. And, as I recall, 
I told them, since I wouldn’t be in the office, that they could contact 
me if they couldn’t help us at NPA. Because, that is where I would be. 

Mr. McGraw. Did you conduct much company business from your 
NPA office # 

Mr. Hume. Very little, if any, from there. 

Mr. MoGram. I would like to refer you to an interoflice memoran- 
dum dated December 4, 1952, addressed to Mr. Cooper, from Mr. 
Shields of the company. 

Dear CHARLIE: Larry Hume called this week and said he had had a contact 
from NPA advising him that the steel industry is interested in the application 
of diesel power as a prime mover for the production of electric current to be 
used in electric furnaces for the reduction of iron ore. 

Larry tells me that Bunker C is desired as fuel and that the industry is inter- 
ested in blocks of power of about 10,000 kilowatt-ampere capacity, and would 
like to know the engines we would recommend, their approximate price and 
capacities, cost of power produced when used for furnishing power to electric 
furnaces. 

I told him over the phone that we had one engine in Douglas, Ariz., which 
is doing just this. It is an LS-S8 gas diesel unit. 


Do you recall that? 

Mr. Hume. Yes, sir. 

Mr. McGratt. Were you working on this for your company, or was 
thisan NPA matter? 

Mr. Hume. The Steel Division of NPA asked me what the price and 
delivery would be for diesel engines burning Bunker C fuel to generate 
power, and to find out what engines we w ould recommend or what we 
used. 

I called Cooper-Bessemer in Mount Vernon and asked them what 
the delivery situation on that model engine would be. 

I also recall passing that information on to Nordberg. 

Mr. McGratt. To whom? 

Mr. Huse. Nordberg Manufacturing Co. 

Mr. McGram. I would like to refer you to two other documents. 
One is dated July 3, 1952, addressed to your company’s employees 
Vaupel, Luli, Jones, and Brown, from R. H. Bragg, with a copy to 
you. The other letter is dated July 18, 1952, to J. E. Brown, from R. 
I. Bragg, with a copy to you, and this had to do with company-NPA 
matters, particularly the last sentence of the first paragraph. It states: 


The following comments have been confirmed by Larry Hume as being correct. 


Would you examine these, and advise the committee what your 
interest was in those matters and why you were involved in them while 


you were a WOC? 
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Mr. Hume. These were both explanations to NPA orders and regu- 
lations and were verified by me that the company was—that that was 
understanding the procedure properly. 

Mr. McGraw. So you conferred with Mr. Cooper occasionally re- 
garding NPA matters of interest to the company. Is that right? 

Mr. Hume. When he would come in to have an order interpreted, 
if I couldn’t get it interpreted for him, I would try to find someone 
that could. 

Mr. McGrait. During your visit over to your company office each 
week, did you confer w ith’ him at that time ? 

Mr. Hume. If I could answer the questions sometimes, yes. 

Mr. McGraw. Mr. Chairman, I would like to introduce these docu- 
ments. I will just read them by date, if I may. 

One is dated July 3, 1952; next; July 18, 1952; next, December 4, 
1952; telegram of September 23, 1952; next, September 9, 1952; Sep- 
tember 8, 1952: August 14, 1952; August 8, 1952; June 10, 1952; and 
June 4, 1952. 

I would like to introduce those in the record. 

The Carman. They are accepted. 

(The documents referred to are as follows :) 


THE Cooper-BESSEMER CorP., 
Grove City, Pa., June 4, 1952. 


Subject: NPA Order M-103, March 13, 1952. 


DEPARTMENT OF COMMERCE, 
National Production Authority, 
Washington 25, D. C. 
(Attention: Mr. R. O. Anderson, Chief, Abrasive Section, Metalworking 
Equipment Division.) 

GENTLEMEN: Attached is a copy of a letter we wrote you on March 26, 1952, 
regarding our difficulties in complying with the above order. On April 7, 1952, 
you granted us a 60-day extension beyond the effective date of the order. 

We have received a few vitrified bonded diamond wheels, but cannot use them 
100 percent on our “off hand” grinding until we get coolant pumps installed. 
Our inability to obtain or devise workable coolant pumps or catch tanks has 
been a great disappointment. We put wicks or drip valves on all grinders, but 
our sludge recovery is very disappointing. Operators have complained of the wet 
grinding, threatened union action, etc., despite having read the order and 
booklet. Efficiency is down and cost is up. We are at present experimenting 
with a pump which we hope will be satisfactory. This we should know about in 
a week or so. 

All profile grinders are being operated dry and will have to be stopped en- 
tirely or continue to operate dry until the necessary equipment can be obtained. 
To date we have been able to locate only three systems that will work on as 
many grinders. These are scheduled for August delivery. 

So at this time, despite continued efforts by our management and supervisors, 
we need additional relief of approximately 60 days beyond the extension given us 
in your letter of April 7, 1952, under paragraph B of section 4. An extension of 
at least 90 days will also be needed under paragraph C of the same section. 

Your careful consideration of our problem and extension of additional time will 
be appreciated. Any suggestions or names of sources where this needed equip- 
ment can be obtained is also solicited. 

Since first writing you, our commitments have increased by a large United 
States Army order calling for delivery starting November 1952. 

Yours very truly, 
THE CooPER-BESSEMER CorpP., 
P. C. AUGUSTINE, 
Priorities Supervisor. 
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THE COOPER-BESSEMER CORP. 


INTEROFFICE CORRESPONDENCE 
JUNE 10, 1952. 
From: Mount Vernon. 
To: Washington, D. C. 
Attention of: Mr. L. B. Hume. 
Subject: Order Board Format, NPA Form 31. 


Dear LARkY: We are sending you via airmail today three copies of Order 
Board which has been revised as of May 31, 1952. 
Please forward a portion of these on to the NPA office in Washington. 
Yours very truly, 
V. B. Jacoss, 
Manager, Sales Order Department. 


Mount VERNON, OHI0, August 8, 1952. 
Subject: NPA Assistance on GMV Exhaust Manifold Material. 


Mr. GEorGE NICHOLSON, 
Washington, D. C. 

Dear GeorGe: This will confirm my phone conversation to the effect that we 
have an order 2,160 feet of 6-inch standard black seamless pipe, 40-foot random 
length on our P4 rating allotment. This order was placed against Crane Co. 
in Columbus on June 12, our order is B-586. Mr. Henry Hoar, of the National 
Tube Co., Pittsburgh, against whom Crane have placed the order, has advised 
that the amendment to CMP regulation covering steel allotments gives priority 
to all military rates A, B, C, D, and E or B5 ahead of commercial requirements. 
This means that National Tube cannot ship our steel until they have taken care of 
the allotments with military rating which will be later than our requirement 
date of November 1. 

Larry Hume advises that he has just run up against the same problem with 
Ajax Iron Works and there is no way of getting around it without a military 
allotment. I suggest we check on our GMV orders in the hope that we can find 
some for ordnance plants or production of military fuels which we can get our 
customers to extend a military rating on. If we could spot just a few of these 
you could apply a B5 to your P4 which would qualify you for military rating. 
I have checked the problem with Jim Anderson in the compressor section and 
this is all he can recommend also. 


Very truly yours, 
C. G. CooPrer. 


I’. S. Mr. Minste in Jim Anderson’s office suggests that we get together as 
many supporting facts as possible as to where the units are going and bring 
the story into his desk to review with the Tube Section of the Steel Division of 
NPA. We should also investigate other mills the National Tube as a source of 


supply. 
Grove Ciry, August 14, 1952. 
Subject : Defense Control Critical Materials under NPA Directives. 


Mr. R. H. Brage, 
Washington. 

Deak Bos: Confirming our phone conversation on the above subject, I have 
just rechecked with Larry Hume and he advises they will not use the method 
discussed the other day in allocating critical materials for the first quarter of 
1953 (in other words they won’t take our lowest quarter under CMP and then 
allot us 60 percent of that), instead CMP regulation 1, directives 17 and 1S still 
apply. These, as you know, involve self-certification up to a certain percentage of 
your third quarter requirements, but limited to a maximum of a certain tonnage. 
For example, on carbon steel we would be allowed 100 percent of the first 60 
tons and 60 percent of excess between 60 and 500 tons. Since we used 1,152 tons 
of carbon steel for power engines alone in the third quarter of 1952, the present 
self-certification regulations are academic for us. However, certain manufac- 
turers such as Union, Ajax, ete., can suecessfully use this method. Others who 
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are just on the borderline can use it by splitting their parts away from their 
unit requirements and coming up under two categories. 

As matters now stand C—B has received its fourth quarter allotment in the 
form of a certification of the fourth quarter advance made at the time of the 
third quarter allotment which represented 80 percent of our requirements for 
the fourth quarter. We of course have our first quarter of 1953 advance of 
60 percent. Currently it is not known whether we will be allowed to keep all of 
this or whether we will be restricted to a smaller percentage. This will not be 
determined until they start processing the first quarter of 1953 4B applications 
on September 2. 

Currently we do not seem to be as badly off as some of our competitors. Na- 
tional Supply who, as you know, are building some sixty 600-horsepower engines 
for the Navy 65-foot tug program, have been able to get the material for these 
units, but are unable to get sufficient seamless tubing for bearing shells for oil- 
field engine repairs. Vic, their material man, has been in Washington the past 
few days and has been unable to get any assistance from PAD or NPA. Larry 
cannot place a directive against National Tube, the steel producer, and a direc- 
tive against Cleveland Graphite the bearing manufacturer, would simply take 
bearings away from somebody else and create no more bearings. 

There is some hope that the steel companies will be able to accept orders under 
the third and fourth quarter allotments after the military requirements have 
been fulfilled. 

Apparently the boiler manufacturers are having the hardest time and the 
power industries’ expansion is being seriously affected. 

AEC is of course using a lot of tubes and these come ahead of the DEPA 
program, 

This letter will also serve to confirm the fact that you will get together with 
George Nicholson on the 6-inch tubing for the GMV exhaust manifolds and 
collect data which we can use to get this material through NPA and the Tube 
Section of the Steel Division. 

Very truly yours, 
C. G. CoopER. 


Mount VERNON, September 8, 1952. 
Mr. J. H. SHIELDS and WESLEy .MILLs, 
Washington. 


Drar JIM: We were glad to get Larry McEwen’s letter advising that Wesley 
Mills had bought the trawler Lynn and planned to convert her by repowering 
and rebuilding. Larry Hume has already been in touch with George Lyon at 
Moon’s Shipyard, who will undoubtedly do the work, and he is trying to reach 
Wesley by phone. 3 

Wesley will probably want to use the JS-8—-DR at approximately 350 revolu- 
tions per minute which will give a 640 horsepower rating. We now show a 
price for the JS-8-DR at 735 horsepower at 400 revolutions per minute of 
$50,380. Sailing clutch, pumps, heat exchangers, etc., extra. We will have to 
get some figures from you on these items, but first I suggested to Larry Hume 
that he tell Wesley the price will be under $60,000 for an 8 and under $50,000 
for a 6—final prices to be determined by the equipment required in addition to 
the basic engine. 

Wesley will probably want 3 years time on this job, and as he has always been 
reliable on payments, I assume our credit department will be able to go along 
with him. 

Just as soon as we contact Wesley and find out whether he wants an 8 or 6, 
we will check with you for some final figures. One question—are we adding the 
3 percent contingency to the price of the JS—-8 which is ready for delivery in 
30 days? 

Our thanks to Larry McEwen for his helpful letter. 

Very truly yours, 
C. G. CooPEr. 


P. S._-Larry Hume reached Wesley Mills and he advised that the Nelsco engine 
was overhauled about 5,000 hours ago from the crankshaft up. He may continue 
to use it in the vessel or possibly may condition it, then sell it, buying a JS—8 for 
more power. He will contact Larry after he returns from Boston. He stated 
Larry McEwen had given him an approximate price of $55,000. 
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THE CooperR-BESSEMER CORP. 
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INTEROFFICE CORRESPONDENCE 
SEPTEMBER 9, 1952. 
From: Mount Vernon. 
To: Washington, D. C. 
Subject: Order Board Format NPA Form 81. 
(Attention of Mr. L. B. Hume.) 
Dear Larry: We are sending you via airmail today three copies of order 
board which has been revised as of August 31, 1952. 
Please forward a portion of these on to the NPA office in Washington. 
Yours very truly, 
V. B. Jacoss. 
Manager, Sales Order Department. 


SEPTEMBER 23, 1952. 
Mr. Ron McCoy and Mr. Bup Myer, 
Grove City, Order Department: 

Regarding my phone conversation with you yesterday, have contacted Mr. 
Alvin, sales manager of Rollway Bearing Co., Syracuse, N. Y., and he plans 
to expedite our orders for fuel pump bearings, if he is unable to improve de- 
liveries he will contact me at NPA but we are assuming that if he does not 


contact me he will improve your deliveries. 
L. B. Hume. 


THE CoopeR-BESSEMER CorP. 
INTEROFFICE CORRESPONDENCE 


DECEMBER 4, 1952. 
From: Mount Vernon. 
To: Washington. 
Subject: Diesel engines for electric ore reduction. 
(Attention of C. G. Cooper.) Y 

Dear CHARLIE: Larry Hume called this week and said he had had a contact 
from NPA advising him that the steel industry is interested in the application 
of diesel power as a prime mover for the production of electric current to be 
used in electric furnaces for the reduction of iron ore. 

Larry tells me that Bunker C is desired as fuel and that the industry is in- 
terested in blocks of power of about 10,000 kilovolt amperes capacity, and would 
like to know the engines we would recommend, their approximate price and 
capacities, cost of power produced when used for furnishing power to electric 
furnaces. 

I told him over the phone that we had one engine in Douglas, Ariz., which is 
doing just this. It is an LS—-8 gas diesel unit. 

Very truly yours, 
Jim, 
J. H. SHreLps. 


J. E. Brown JULY 18, 1952. 


Dear JIM: The question as to our right to procure both rough and finish 
machined CMP controlled materials and components in advance of our actual 
sales to an ultimate customer was brought up for discussion recently. There 
was also the question of how far this unsold material could be processed in 
our plant. The following comments have been confirmed by Larry Hume as 
being correct. 

The sales of the Cooper-Bessemer Corp. may be divided into two 
categories, although the production is unified for economy and production 
efficiency. Our sales of maintenance and replacement parts and assemblies 
is of utmost importance to our customers to enable them to maintain continw- 
ous operation of their equipment. A shutdown of their power equipment might 
be quite serious in its effect. Therefore we must carry in inventory at our i 
warehouses and have in production sufficient material to service all of our 14 
customers. The actual orders from our customers are written at the time of 
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a breakdown or overhaul and immediate delivery is required. The repair order 
items are therefore estimated from past performance, new unit shipments, etc., 
and ordered with the proper lead time to replace current sales. 

Our new unit sales likewise does not provide our engineering and production 
with sufficient lead time for delivery. Our engineering is continually advanc- 
ing and perfecting products which must be available for the specialized appli- 
cations of our customers. A not unusual lead time for certain critical items 
(crankshafts, connecting rods, fuel injectors, governors, regulators, generators, 
exciters, heat exchangers, etc.) is 9 months with a few specialized items even 
longer. Therefore material procurement must be commenced prior to the 
actual sales in most cases to provide the required lead time. Our sales lead 
time for highly specialized units is 9 months or longer while for the relatively 
highly standardized units which are in very active demand, the sales lead time 
is as little as 1 to 3 months, to conform to the demands of certain customers. 

The proposed sales are planned and outlined well in advance of the actual 
sales so as to provide the required lead time for materials. This planned sales 
and production is shown in our CMP-4B application for allotment, authorized 
production schedule, and DO rating. Upon the approval of our CMP-4B appli- 
cation, we are authorized to use the DO rating and allotment to procure the 
materials for both repair order items and new units in their proper lead-time 
sequence even though the actual sales order has not been received from our 
customers. We are likewise permitted to machine the controlled materials 
thus obtained in their proper lead time in respect to their planned assembly 
and shipment. In all cases of production material procurement, we use the 
rating symbol given to us on our CMP-4B authorization and not that extended 
to us from our customers. 

The assembly and shipment of all compressor units are likewise authorized 
by our CMP-4B application. The compressor unit order board is being filed 
with NPA as a mere courtesy and for their general information and is not 
compulsory under any NPA regulation. Therefore, if a compressor unit is 
canceled by a customer or if some other contingency arises whereby it is ad- 
visable for us to assemble a stock unit which is not assigned to a customer, 
the assembly may be done without entering it on the order board or obtaining 
any further authorization from NPA. This covers all of Mount Vernon’s pro- 
duction and the GMW’s, horizontals, and compressor cylinders in Grove City. 

However all of the diesel unit assembly and shipment is controlled by 
NPAF-31 order board as directed in NPA Order M-44. Therefore any stock 
diesel unit must be listed as such on the NPAF-31 order board before it is 
assembled. 


Yours truly, 
R. H. Braae, 


Director of Priorities and Controls. 


ee 


JuLy 3, 1952. 
©. H. VAUPEL 
W. A. LULI 
H. C. JONES 
J. E. BRown 


The following résumé of the current NPA production and materials controls 
in regard to the current steel strike is made so as to familiarize all concerned 
with their possible effect on our own production. 

The controlled materials plan (CMP) is still in effect and has been author- 
ized by Congress to continue for another 12 months if necessary. However, 
it is the opinion and hope of all concerned that there will be a gradual decon- 
trol of the materials as they become more plentiful. (This has already been 
done for chrome, stainless steel, and natural rubber.) Under this plan we 
cannot buy any steel, copper or aluminum castings, forgings, or mill products 
without extending to them a CMP allotment of the material weight. Nor can 
we buy any job shop or specialty steel, copper, or aluminum machined items 
without extending to them the allotment of weight of the material which they 
will require to produce such an item. We obtained the CMP allotments from 
our industry division of NPA on a quarterly basis from our forecast of pro- 
duction and material requirements. Any excess after the quarter is over must 
be returned to NPA and explained. 

In addition to obtaining the material allotment by weight, we are authorized 
to use an industry priority rating (DO number). Until recently all ratings 








1724 WOC’S AND GOVERNMENT ADVISORY GROUPS 


were of equal importance. (The CMP control had its effect by cutting back 
the production by means of allotment weight authorized to the various indus- 
tries and then considering the authorized balance to be at equal importance for 
all industries.) We must use our industry rating in all cases for procuring 
materials in spite of any rating placed on our own production by our customers. 
However we are permitted to add the suffix B-5 to our rating (example: 
DO-N2-B5) in procuring materials when the material request is necessitated 
by a military order placed with us on military rating. 

The continuation of the steel strike has caused NPA to issue two new regula- 
tion directives (CMP Reg. 1, Dir. 13, and CMP 3, Dir. 4) which definitely places 
the military ratings on a preferential standing. Both the steel producers and 
the finished steel product producers have been directed by NPA to accept the 
military rated orders even if they must displace existing commercial industry 
rated orders. Therefore while we are still permitted to purchase steel where 
we find it during the duration of the steel strike the military will be getting 
all of the produced steel from the operating mills. After each mill reopens, the 
mill will reschedule their past due backlog of orders to set up immediate pro- 
duction of the military orders thereby displacing all currently due orders. 
The displaced currently due orders will likewise be rescheduled to place these 
military orders immediately behind the past due military orders. The com- 
mercial orders will be scheduled behind these existing military orders and may 
be further displaced by new military orders being placed by the military pro- 
ducers to replace their inventories lost during the strike. 

I know of no overall help that we can use from NPA that would assist us 
in material procurement for our commercial jobs, although we could probably 
get spot assistance for any one or two specific items which might be delaying 
a specific unit. However, if we desire to have it I believe that we could obtain 
assistance from the Navy expeditors in obtaining materials required for our 
Navy repair parts, Rosenblatt LS—6 engines, etc., on a more overall basis than we 
have now. At present we are set up to seek assistance from the Navy on any 
specific item after we find that its delivery has been delayed so as to seriously 
affect a specific military order. It is my personal belief that we should by 
receiving assistance in replacing all materials which our military orders are 
scheduled to use whether it actually came from our stock or not. I believe 
that we will require this extra aid before the mills start in operation again 
so as to obtain a little of the military preference in the rescheduling of orders. 
However, I have been requested by our purchasing department not to seek the 
Navy aid for the overall program but that aid will be requested only on items 
that they shall specify. 

The B-5 suffice which we are authorized to use in placing material orders 
for our military production has not been officially recognized by NPA regula- 
tions as being classified amongst the preferential military ratings. No mill has 
as yet accepted our B-5 rating as a preferential rating, although both Larry 
Hume and Mr. Ralph DeLancey, director of our Erie NPA district office, state 
that it was the intent of NPA that it should be so considered. 

As Director of Priorities and Controls I am taking no further action to obtain 
overall assistance from the Navy. When and if NPA regulations are changed 
so as to give us assistance or when notified by our Washington office or by the 
Erie NPA District office the purchase requests to the purchase department will 
be changed immediately and the purchasing department will be so advised. 

Yours truly, 
R. H. Braae, 
Director of Priorities and Controls. 


The Cuamrman. Are there any questions, gentlemen? 

Mr. Rocers. No. 

Mr. Roprno. No. 

Mr. Materz. No. 

The Cuarrman. That will be all this morning, Mr. Hume. 

The hearing will now terminate for the day, and we will assemble 
tomorrow morning at 10 o'clock. We shall hear the Administrator 
of Business and Defense Services Administration, Department of 
Commerce, Mr. Charles F. Honeywell. 

(Whereupon, at 12:15 p. m. the subcommittee took a recess to 
reconvene at 10a. m., Thursday, December 8, 1955. ) 
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THURSDAY, DECEMBER 8, 1955 


Houser or REPRESENTATIVES, 
ANtITRUst SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
Old House Office Building, Hon. Emanuel Celler (chairman) 
presiding. : 

Present: Representatives Celler, Rodino, Rogers, and Keating. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Har- 
kins, cocounsel ; and Thomas H. McGrail, assistant counsel of the sub- 
committee. 

The Cuamman. The committee will come to order. Our first wit- 
ness this morning is Mr. Charles F. Honeywell, Administrator of 
Business and Defense Services Administration of the Department of 
Commerce. 

Mr. Honeywell, this really is, in a sense, a continuation of your 
examination that was had on your previous visit to this room. 

Mr. Honeywell, this committee has requested numerous documents 
from the Department of Commerce. On July 29, the Department 
submitted a status report on its delivery of documents, and by letter 
dated October 13, the Department submitted additional documents 
and explained why particular documents were not delivered. 

Am I correct in assuming that the Commerce Department does not 
intend to furnish any additional information which this committee 
has requested ? 


TESTIMONY OF CHARLES F. HONEYWELL, ADMISISTRATOR, BUSI- 
NESS AND DEFENSE SERVICES ADMINISTRATION, DEPARTMENT 
OF COMMERCE, ACCOMPANIED BY BURT W. ROPER, OFFICE OF 
GENERAL COUNSEL, DEPARTMENT OF COMMERCE 


Mr. Roper. May I respond to that, Mr. Chairman ? 

The CramrmMan. Yes. 

Mr. Rover. To my knowledge, that is a correct statement. 

Mr. Materz. Is it correct that the Department of Commerce will 
decline to make available to this committee the additional, specific in- 
formation that the committee has requested ? 

Mr. Roper. That is right to my knowledge. 

Mr. Chairman, each request of this subcommittee has been responded 
to specifically in terms of transmittal or in terms of an explanation of 
why the Department could not transmit it. 
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The Cuarrman. Is it not a fact that most of the information you 
have supplied to the subcommittee in the cause of its investigation 
consists either of public records or materials which have been made 
public? 

Mr. Roprr. I don’t know, Mr. Chairman, whether most of it is a 
matter of public record. I would say a substantial part of it is. 

Mr. Harxrns. Is the greater part of it? 

Mr. Rover. Well, I never weighed the material. 

Mr. Maerz. Let’s get down to brass tacks. In your judgment, 
would you say that the greater bulk of the material that the Depart- 
ment of Commerce has supplied to this committee was already a matter 
of public record ? 

Mr. Rorrr. I would say a substantial part of the material has been 
i matter of public record. I repeat the statement I made before. 

Mr. Harkins. Are the minutes of the advisory groups that you 
supplied a matter of public record ? 

Mr. Roper. Unless they contain classified information, they are gen- 
erally made available. 

Mr. Harkins. And the memorandum of January 7 which defined 
the business activities of the BDSA, was not that of public record at 
the time you gave it to us? 

Mr. Roper. I don’t know which memorandum you are referring to, 
Mr. Harkins. 

Mr. Harkins. That is the long memorandum we referred to when 
we questioned Mr. Honeywell about the specific business services. 
(This memorandum is printed in pt. I, p. 209.) 

Mr. Roper. Yes. 

Mr. Honrywe tu. Possibly I can answer that question. 

That was not intended for public reference. It became public 
through some device not known to me and was published in one of 
the publications or portions of it were. 

It was designed originally as a matter of information to me as the 
new administrator of BDSA in order to determine the activities of 
the various divisions and to help to establish policies for their future 
operations. 

(The publication referred to is as follows :) 


{Wall Street Journal, April 15, 1954] 


CapiIraL Frrenp: BDSA, Litrrte-KNown AGENCY, GIVES BUSINESS SoME VERY 
SpecraAL Alp—How Ir Hirt rHe LINE ror THE LUMBER FoLks; Got FREE MARKET 
ADVICE For OrHERS—Mr. WEEKS AND Mr. Hoover 


By Henry T. Simmons, Staff reporter of the Wall Street Journal 


WaASHINGTON.—Meet the businessman’s good friend in the Capital: A pal 
willing to help a firm get a Government contract, to cut redtape on a Federal loan, 
or use a bit of influence to soften a regulation that’s working a hardship. These 
and other favors, large and small, will be performed at no cost. 

Sound interesting? Then jot down this phone number, Sterling 3-9200, and 
these initials, BDSA. They stand for the Business and Defense Services Admin- 
istration, perhaps the most intriguing addition to the Federal bureaucracy since 
the Eisenhower administration came to power. 

Tucked away in the United States Commerce Department, little BDSA is best 
known as the shrunken successor to the National Production Authority, a Korean 
war agency set up to run controls over scarce materials. Like NPA, its top jobs 
are staffed mostly with WOC’s—businessmen on loan to the Government for 6 
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CONTROLLING, PLANNING, Too 


months or so without compensation from the taxpayer. (They normally remain 
on their companies’ payrolls.) 

BDSA still does some mild controlling ; it engages also in long-range mobiliza- 
tion planning. But easily its most fascinating activity is the one least advertised : 
Doing a multitude of favors for American businessmen. To see how BDSA can 
perform, you have only to thumb through an unpublished 60-page report of 
several hundred good turns the agency has done for specific firms, or industry 
groups, in the short time since it was officially established last October. 

Example: Lumbermen decided last fall, so says the BDSA report, that they 
had been losing out long enough to steel and aluminum fabricators on the sale 
of grain bins to the Agriculture Department’s Commodity Credit Corporation. 
A word from the National Lumber Manufacturers Association to BDSA, a plea 
from BDSA to CCC, and a set of new procedures was worked out permitting wood 
bins to qualify for CCC procurement. 

“The lumber industry is confident this will result in substantial purchases of 
wood grain bins in the current year,” says the BDSA report. 


SAWS, CHISELS, HAMMMERS 


A few months back, the Defense Department was ready to unload a big batch 
of surplus saws, chisels, hammers, and other small tools. BDSA, estimating 
the total value of the assortment at $100 million, persuaded the Pentagon to 
hold off the sale on the theory it would have hurt thousands of small hardware 
stores and other retailers. BDSA argued the tools would never become obsolete, 
so the Defense Department couldn’t lose by holding them indefinitely. 

BDSA carried one fight for businessmen right to a Cabinet meeting, where 
its mentor, Commerce Secretary Sinclair Weeks, successfully talked Postmaster 
General Summerfield into postponing a proposed rate increase on United States 
magazines and newspapers mailed to Latin America. The suggested rate hikes, 
according to BDSA, ‘“‘would have ruined some small publishers * * *.” Under 
BDSA prompting, the increases finally ordered into effect were scaled down sharp- 
ly, and “publishers can live with them,” BDSA reports. 

The agency’s enthusiasms sometimes carry it into apparent conflict with 
Kisenhower administration aims. The President is an outspoken proponent 
of freer trade abroad, but BDSA has gone to bat more than once for United 
States firms that want tighter trade restraints to shut out foreign competitors. 


AID FOR PLYWOOD 


United States producers of hardwood plywood, for example, say they've taken 
a beating from Japanese competition in recent years, despite a 20-percent United 
States import duty on plywood. BDSA, responding to pleas from United States 
plywood men, helped assemble exhaustive statistics on the worldwide plywood 
business, for use by domestic producers in a campaign for import quotas 
on all foreign plywood. 

Although BDSA spends most of its time as a go-between, helping businesses 
and industries in their dealings with the Government, the agency also stands 
ready to serve as a marketing analyst or a technical consultant on almost any 
problem bothering a business or industry. 

International Telephone & Telegraph Corp., for instance, found BDSA a useful 
source of information on small-sized battery charges. The agency’s progress 
report notes: “It is understood the company is planning on entering this field 
with the information we furnished.” 


OIL BURNER AID 


Paramount Oil Burner Corp., New York City, got tips from BDSA on how 
to develop an oil burner market in France. Chicago Forging & Manufacturing 
Co. got some free counseling on market prospects for a new type of miniature, 
portable liquid battery. Several manufacturers, including the National 
Tube division of United States Steel and Borg-Warner, were furnished an 
estimate of the practicality of “new extended surface heating equipment”: 
BDSA says it suggested ‘‘market potentials, design, and construction features.” 

Argus Cameras, Ann Arbor, Mich., was interested in expanding sale of its 
products in military post exchanges. It was put in touch with the “proper people 
in the Defense Department,” the BDSA report declares. Olin Industries, East 
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Alton, Ill., was supplied with a list of likely customers for a new product, de- 
scribed by BDSA as a “polyester film * * * for lamination with packaging 
sensitized products.” BDSA is extending an equally technical helping hand, 
also, to Bacharach Industrial Instrument Co., Pittsburgh, which wants to de- 
velop a foreign market for instruments used for measuring carbon dioxide 
with particular reference to combustion equipment. 


SHAPING UNITED STATES POLICIES 


But a careful study of the many services listed in the BDSA report suggests 
that most of the agency’s energy is directed to shaping Government policies 
along lines more palatable to various businessmen. 

BDSA claims a hig voice in the way the Government disposes of surplus 
property. It’s spearheading the drive to wipe out unnecessary Federal com- 
petition with private enterprises. Businessmen plagued by foreign competi- 
tion will find BDSA ready to work for them at the United States Tariff Com- 
mission or other agencies responsible for curbing imports. 

BDSA will help companies or industry groups prepare recommendations to 
Congress or to special Presidential study commissions, like the Randall trade 
group. Perhaps BDSA’s most widely appreciated service is the relatively modest 
one of guiding harassed businessmen through Washington’s bureaucratic jungle 
to the right agency to handle their problems. 


MR. WEEKS HELPS OUT 


Prime mover behind BDSA is Mr. Weeks, the 60-year-old New England in- 
dustrialist tapped by President Eisenhower to run the Commerce Department. 
In a speech early in his carrer as Commerce boss, Mr. Weeks noted that the 
farmers and working people have advocates in the Agriculture and Labor De- 
partments, and promised to make the Commerce Department the active friend 
and advocate of business. Moreover, he promised a department staffed by 
officials who spring from business, understand business, and intend to do every- 
thing possible to help all sizes of business to succeed. The businessman, he 
maintains, became the forgotten man under the New and Fair Deals. 

That’s the philosophy behind BDSA. Manned mostly by businessmen, it’s 
bossed by Charles F. Honeywell, a Californian with a jack-of-all-trades business 
background ranging from plumbing supplier to plantation operator. 

He shares Mr. Weeks’ view that businessmen were cold shouldered by the 
Democrats. In fact, he asserts that BDSA, far from being revolutionary, is 
actually no different from a setup established by ex-President Hoover, when 
he was Secretary of Commerce in the early 1920's, and which was allowed to 
languish by the Democrats. 

“We're just reactivating something our very wonderful Herbert Hoover 
started,” says Mr. Honeywell. 


760 FULL-TIME WORKERS 


Small by Federal standards, BDSA boasts 760 full-time workers, about 400 
here in the Capital, and the rest scattered at field offices around the country. 
Mr. Honeywell himself is on the Federal payroll, but his 3 assistant adminis- 
trators and 11 of the 25 directors of BDSA’s industry divisions are WOC’s. 
Another 17 WOC’s fill other high posts in the agency. 

A list of companies currently supplying BDSA with WOC’s includes such 
names as: Aluminum Company of America, Owens-Illinois Glass, Northwestern 
Bell Telephone, American Optical, Bridgeport Brass, Continental Can, Bohn 
Aluminum & Brass, New Jersey Bell Telephone, Kaiser Aluminum & Chemical, 
Dow Chemical, and General Electric. 

Besides filling top jobs with businessmen on leave—a practice Mr. Honeywell 
wants to expand as far as possible—BDSA also keeps in touch with business 
thinking by frequent confabs with industry groups. On such occasions, BDSA 
often invites representatives of other Government agencies to sit in. 


PAPER FOLKS GET HELP 


For example, late last year the Pulp and Paper Council, an industry group, met 
with BDSA, and objected hotly to investments made by the Export-Import Bank 
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in foreign pulp and paper operations. Specifically, the paper men were up in 
arms over a loan to a Japanse company operating in Alaska. 

Result: Assistant Commerce Secretary Lothair Teetor, who was in on the 
conference, took the problem to Commerce Under Secretary Walter Williams and 
Assistant Secretary of Commerce Samuel Anderson, who is in charge of inter- 
national commerce matters. Mr. Anderson, in turn, approached the Export-Import 
Bank, and the bank agreed to check with the Commerce Department, BDSA, and 
industry representatives in the future, when dealing in the pulp and paper field. 

Not all BDSA’s undertakings are successful, of course. Recently, a major 
United States manufacturer of textile machinery had an offer from a Turkish 
customer for $250,000 worth of looms. The customer needed a loan to finance the 
deal; the First National Bank of Boston was willing to make the loan, provided 
the Export-Import Bank would guarantee it. The United States company asked 
BDSA to try to speed Export-Import Bank action. But the loan guaranty came 
through too late; the deal fell through. 

BDSA doesn’t consider the experience a total loss. Says the report: ‘This 
particular case set a precedent which has made it easier for American manufac- 
: turers to obtain proper consideration in connection with other similar actions by 
; the Export-Import Bank.” 
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FAILURE REPORT 


A much more ambitious BDSA effort also ended in failure. The Foreign Oper- 
; ations Administration was considering a big loan to India to finance an overhaul 
; job on the Indians’ railroad system. BDSA worked in vain for a proviso in the 
loan agreement requiring the Indians to order at least $20 million of the new 
railroad equipment from United States producers. 

But BDSA’s successes outnumber failures. Mr. Honeywell’s operatives describe 
one project involving the Defense Department: “Military installations have 
operated sawmills within their reservations to the considerable dissatisfaction of 
: the lumber industry. The (Forest Products) Division (of BDSA) has had innu- 
{ merable conferences with the Defense Department and has succeeded in having 

orders sent to these installations to cease the practice.” 

The Army a few months back announced plans to lease to private industry a 
chlorine plant at Muscle Shoals, Ala. Chemical companies interested in using the 
plant balked at the tough conditions laid down by the Army and appealed to 
BDSA for help. It was quickly forthcoming ; the conditions were modified to the 
satisfaction of a chemical company, and a lease was agreed to. 

BDSA is even ready to do some quiet foreign intelligence work on behalf of 
American concerns. One item in the 60-page report reads as follows: “At the 
request of a manufacturer, the Communications Division (of BDSA) obtained 
facts about a foreign company on the Yugoslav border which affected (the manu- 
facturer’s) foreign trade.” 


Mr. Harxrns. And the materials relating to the Automobile Manu- 
facturers Association and the specific contract of BDSA with that 
. association regarding the director of the automotive division, that was 

of public record? In fact, it was printed in our own hearings at the 
time you delivered it to us; is that right? 

Mr. Roper. Excuse me. So far as the department was concerned, 

may I suggest there was no contract that I know of. You referred to 
a contract. And, this material was not made available—— 

The CuarrMaAn. He meant “contact” not “contract.” 

Mr. Harxrns. Actually, you have an agreement with the association ; 

do you not? 

Mr. Rorer. It may be an agreement, but it is not a contract, Mr. 

Harkins. 

That material that was furnished to the committee was not made 

available, to my knowledge, to anybody else. 

Mr. Harkins. But it was a public record. The Automobile Manu- 

facturers Association made it available to us. 
67271—56—pt. 335 
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Mr. Roper. It was public to the extent that the AMA released this 
information. The Department of Commerce did not. 

Mr. Maerz. Mr. Roper and Mr. Honeywell, does your De- 
partment take the position that when some officers of the agency 
classify a document, that that document is insulated from congres- 
sional scrutiny ? 

Mr. Rover. What kind of classification are you talking about? 

Mr. Materz. The kind of classification you are referring to. 

Mr. Rorer. I would like to know whether you are talking about 
security 

Mr. Maerz. You talked about classification, not I. I didn’t refer 
to classification. 

Mr. Roper. I thought you said: 

If an officer of the Department classified a document * * * 


Mr. Maerz. If I recall your testimony, you stated 
Mr. Roper. Are you talking about my testimony this morning? 
Mr. Maerz. Just a few second ago. 

Mr. Roper. I am sorry. 

Mr. Materz. I don’t think you have to fence, Mr. Roper. 

The Cuarrman. Let me put it this way. Who does the classifying 
of documents and records? 

Mr. Roper. Well, if the documents involve security information, I 
think certain officers in the Department have a delegation to put an 
appropriate security classification on a particular document. 

The CuarrmMan. Who are those officers who can do that? 

Mr. Roper. I just don’t know, Mr. Chairman. 

The CuatrmMan. What criteria do they follow ? 

Mr. Roper. I think the criteria of the Executive order dealing with 
classified information. 

The CuatrMan. Yes, but it is a matter of semantics; it is a question 
of what is meant by security. 

I take it that for arbitrary reasons, then, somebody in the Depart- 
ment could say, “Well, we are not going to let the Judiciary Subcom- 
mittee have this information, we are just going to mark it ‘security.’ ” 
What is to prevent that? 

Mr. Roper. May I respond this way, please? 

Every single item of request from this subcommittee was responded 
to specifically by either the Secretary of Commerce or by the General 
Counsel of the Department of Commerce in terms of transmittal or 
a specific statement of the reason why the material was not being 
transmitted. 

I would like to stand on that record if I may. 

The Cuarrman. Do you say, then, that the material that was with- 
held from us by the Department was classified material ? 

Mr. Roper. No, sir; the bulk of the material that was not trans- 
mitted to this committee was not security-classified information. 

The Cuairman. Why didn’t we get it, then? 

Mr. Roper. Pardon me? 

The Crarman. You say it was not security classification. 

Mr. Rover. That is right, sir. 
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The Cuatrman. Then why was it refused ? 

Mr. Roper. I think Mr. Ray and the Secretary took the position 
in most of those particular or specific refusals to transmit, that the 
doctrine of separation of powers was involved and that the documents 
were clothed with executive confidentiality. 

The Cuairman. Your letter of October 13 states: 

If the subcommittee could in the general areas specify the particular types 
of information it is seeking, the Department would be only too glad to attempt 


to locate such information and to determine whether or not it can be made 
available in accordance with the law and the public interest. 


I have had a chart prepared indicating the specific information we 
have requested, which you have not deliv ered. 

Here are some of the documents that were requested, and I am 
reading from this chart that was prepared. You asked for particu- 
larization, and I certainly feel that this isa particularization. Among 
those documents requested were the following: 

Memo: Newbrech to Maloney, “Critical examination of our expansion goal,” 
January 28, 1952, and attachments thereto. 

Memo: Newbrech to Maloney, January 11, 1952 

Memo from McLaughlin to King, March 3, 1952, ina attachments. 

Memo from Newbrech to Maloney, February 13, 1952. 

Memo from Pasek to Rand, March 3, 1953. 

Memo from Natwick to Stocking, December 9 , 1952. 

Worksheet applications for pulp, paper, and board granted to Pulp and Paper 
Division, NPA. 

Wouldn’t you say that these memorandums as thus described were 
particularizations? 

(Chart referred to will be found ™. 1733.) 

Mr. Roper. Very definitely, Mr. ‘hairman. But, I don’t think 
that the transmittal letter of Cotes 13 indicated in the slightest de- 
gree that we were seeking a further particularization on these specific 
documents. 

We were asking for a particularization on some of the omnibus re- 
quests, Mr. Chairman, for all files dealing with a particular matter. 

The Cuatrrman. Why weren’t these memoranda sent ? 

Mr. Rorrer. These memoranda to which you refer, I recall, Mr. 
Chairman, related to internal procedures dealing with recommenda- 
tions in connection with accelerated tax amortization which are made, 
or were made, by NPA, and which are made today by BDSA to the 
Office of Defense Mobilization. 

This agency, BDSA, has no certification authority whatsoever. It 
merely makes recommendations pursuant to Executive order to the 
Office of Defense Mobilization, which makes the final determination as 
to whether or not a tax amortization application should or should not 
be granted. 

The Cuatrman. Do you still think we should have been deprived 
of that information ? 

Mr. Rover. That is my honest belief, Mr. Chairman. 

Mr. Rogers. Because of the separation of the powers? 

Mr. Roper. Yes, sir. 
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(The following materials relate to documents requested by the 
subcommittee from the Department of Commerce and sets forth the 
basis on which they were withheld. ) 


JULY 30, 1955. 
Hon. SincLark WEEKS, 
Secretary, Department of Commerce, 
Washington 25, D. CO. 

My Dear Mr. Secretary: In conjunction with the studies of the Antitrust 
Subcommittee of the Committee on the Judiciary, would you be kind enough 
to furnish us with the following information: 

1. Minutes of a meeting on import problems, April 22, 1954, held in room 
4823, Department of Commerce. 

2. Minutes of the Titanium Producers and Fabricators Industry Advisory 
Committee meeting, June 3, 1953. 

3. Correspondence, letters, memoranda, etc., dealing with the operation by 
RFC of a styrene plant in Louisiana. 

4. Minutes of all meetings between representatives of Forest Products Divi- 
sion, BDSA, and members of the export committee of the American Pulp and 
Paper Association, and/or the United States Paper Exporters Council. 

5. All correspondence between BDSA, its divisions or officials, and the United 
States Pulp Producers Association and the American Pulp and Paper Asso- 
ciation. 

I shall appreciate your attention to this matter. 

Sincerely yours, 


IXMANUEL CELLER, Chairman, 
DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington 25, October 13, 1955. 
Hon, EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear CHAIRMAN CELLER: On August 4, just prior to your departure for 
Europe, you asked that during your absence we give further study to your 
various requests. We have been glad to cooperate in this regard and to pro- 
vide this additional report to you on the subject. 

For convenience there is attached to this letter our 13-page summary of July 
29, 1955, listing the fifty-odd items involved in these requests and showing the 
portions thereof which at that time had been forwarded to you. That summary 
does not cover the requests made in your subsequent letter of July 30, 1955, 
which was received by us after the summary had been prepared. Likewise it 
does not reflect the additional items of requested information which were trans- 
mitted to you on August 25, 1955. 

Among the requests still remaining, are a considerable number which by their 
nature and terms, as for example, those calling for all files in a given area of 
Department operations, involve what amounts to unlimited access to depart- 
mental files and records. See letter of July 7, 1955, item 3, ‘‘all correspondence, 
letters, memoranda, ete., written by’ a certain individual while employed by 
the Department, and item 6, “files and records” of numerous organizations, and 
item 9, “all correspondence”; letter of July 11, 1955, item 1, “copies of all 
letters” between Commerce and Justice since January 1, 1953, with reference 
to a variety of subjects, and item 3, “opinions of the General Counsel of the 
Depertment” from January 1, 1953, relating to a variety of subjects, and items 
5-10, 12-14, relating to a series of internal memorandums in the Department ; 
letter of July 13, 1955, items 1 and 2, files of the National Production Authority 
and the Business and Defense Services Administration with respect to all 
applicants for tax amortization of various kinds of facilities, and item 6, files 
of various divisions of the Department regarding defense expansion goals for 
a variety of products, and item 10, “all records” relating to a certain loan 
application and application for tax amortization, including ‘any documents in 
the files of the administrator, deputy administrator, assistant administrator or 
any other official of the Department,” and item 11, “all correspondence, memo- 
randa and other documents” prepared by a certain person while he was em- 
ployed by the Department; letter of July 30, 1955, item 3, all “correspondence, 
letters, memoranda, ete., dealing with the operation’ of an RFC plant, and 
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item 5, “all correspondence” between divisions or officials of Business and De- 
fense Services Administration and certain associations, without reference in 
both of the last-mentioned cases to subject matter or time. 

While the Department desires to cooperate with your subcommittee in every 
possible way, I trust that you will appreciate that there are many reasons 
why the Department cannot grant such indiscriminate access to and publica- 
tion of its internal files and records. If the subcommittee could in the general 
areas specify the particular types of information it is seeking, the Department 
would be only too glad to attempt to locate such information and to determine 
whether or not it can be made available in accordance with the law and the 
public interest. As an illustration of the foregoing, I am advised that in one 
part of one industry embraced within item 2 of letter of July 13, 1955, the 
individual files, apart from more general Department files dealing with the 
same subject, would involve upward of 2,900 files. In this particular area, 
furthermore, the Department of Commerce acts by delegation as a staff adviser 
of another executive agency and in the absence of special circumstances leaves 
the responsibility for publication of any ultimate action in this field to the 
action agency. 

As to the balance of the requests which have not been fulfilled by previous 
transmittals or are not covered in foregoing portions of this letter, all of the 
material requested is transmitted herewith. This consists of item 2 of letter 
of July 7, 1955; items 3 and 4, letter of July 13, 1955; items 1 and 2, letter 
of July 30, 1955. 

There are three exceptions to the foregoing paragraph. We have been unable 
to locate any document such as that described in item 11 of letter of July 11, 
1955, and the minutes of meetings of the Transportation Council of the Depart- 
ment (item 5 of letter of July 7, 1955) are not transmitted. For your informa- 
tion, the Transportation Council consists of individuals selected by the Depart- 
ment from all segments of the transportation industry and the shipper com- 
munity to study and advise the Department on matters requested by the De- 
partment. The Council was organized at the request of former Secretary 
Sawyer upon the understanding that shippers and members of the transporta- 
tion industry, when requested by the Department to study and advise, would 
do so in confidence in order that their most candid individual views might be 
obtained. They take no action whatsoever and their function ends when they 
have delivered to the Department their suggestions or recommendations with 
reference to the particular subject referred to them for study. The members 
are appointed by the Secretary of Commerce on an annual basis and serve 
without compensation or allowance of any kind. I should add parenthetically 
that this Council by virtue of its very makeup and purpose does not, of course, 
give rise to any of the questions associated with single-industry advisory 
committees dealing with subjects for which the Department is responsible under 
the Defense Preduction Act and for which certain criteria have been informally 
established over the years. 

Also, we are unable to furnish minutes of the sort requested in item 4 of 
letter of July 30, 1955. No meetings with the associations referred to have 
been held under the auspices of BDSA or its Forest Products Division. I am 
informed that from time to time representatives of the Forest Products Division 
have upon invitation attended meetings conducted by the associations in ques- 
tion. We do not have copies of any minutes which may have been made on 
such occasions. 

I speak for the Secretary and the entire Department in assuring you that 
it is our continuing desire to be of service to your Committee in its study of 
the antitrust laws and in every permissible way. 

Sincerely yours, 
Pip A. Ray. 


DocUMENTS REQUESTED BY THE ANTITRUST SURCOMMITTEE FROM DEPARTMENT OF 
COMMERCE BUT Nor DELIVERED AS OF DECEMBER 6, 1955 


A. Letter, Chairman Celler to Secretary Weeks, July 7, 1955: 

“3. All correspondence, letters, memorandums, etc., written by Leonard Pasek 
while occupying the following positions in the Department of Commerce from 
January 1, 1953, to date: 

“(a) Assistant Director for Pulp, Paper, and Paperboard Division of 


NPA. 
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“(b) Director and Acting Director, Pulp, Paper, and Paperboard Divi- 
sion, NPA. 

“(c) Assistant Administrator of NPA. 

“(d) Consultant, Office of the Administrator, BSDA. 

“D. Minutes of all meetings of [advisory] groups * * * (Request complied with 
except for minutes of Transportation Council and tin industry conference 
minutes. ) 

“6. Files and records of all [advisory] organizations * * * 

“9. All correspondence between the Aluminum and Magnesium Division, 
BSDA, or any of its personnel with Aluminum Assocation of America, or any 
committee, officer, or employee thereof.” 

B. Letter, Chairman Celler to Secretary Weeks, July 11, 1955. 

“1. Copies of all letters the Department of Commerce has received from 
the Department of Justice since January 1, 1953, concerning: 

“(a) Employment of WOC's in the Department of Commerce or its 
agencies or divisions. 

“(b) Utilization of industry advisory committees, industry councils, 
task groups, and other advisory groups by the Department of Commerce. 

“D. Memorandum dated May 8, 1951, by G. Ticoulat Pulp and Paper Division, 
NPA. 

“6. Table, summary appraisal of certificates of necessity certified compared 
with February 1951 program and January 1952 program, Pulp and Paper Divi- 
sion, NPA. 

“7. Memo: Newbrech to Maloney, ‘Critical examination of our expansion 
goal,’ January 28, 1952, and attachments thereto. 

“S. Memo: Newbrech to Maloney, January 11, 1952. 

“Oo Memo from McLaughlin to King, March 3, 1952, and attachments. 

“10. Memo from Newbrech to Maloney, February 13, 1952. 

“12. Memo from Pasek to Rand, March 38, 1953. 

“13. Memo from Natwick to Stocking, December 9, 1952. 

“14. Worksheet applications for pulp, paper, and board granted to Pulp and 
’aper Division, NPA.” 

C. Letter, Chairman Celler to Secretary Weeks, July 13, 1955: 

“1. Files of NPA or successor agencies of all applicants for tax amortiza 
tion of aluminum facilities, either primary or fabricated, which applications 
were denied or recommended for denial by the Aluminum Division. 

“2. Files of NPA or successor agencies of all applicants for tax amortization 
of steel ingots, either primary or fabricated, which applications were denied or 
recommended for denial by the Steel Division. 

“6. The file of the appropriate division regarding the defense expansion 
goal for nitrogen, cement, pulp and paper, aluminum, and steel, including pri- 
mary as well as fabricated products, where applicable. 

“10. All records relating to the loan application and application for tax 
amortization by Superior Paper Mills Co., including any documents in the files 
of the Administrator, Deputy Administrator, Assistant Administrator, or any 
other official of the Department. 

“11. All correspondence, memoranda, and other documents prepared by John 
Clay during the period in which the latter was employed as a WOC by the 
Department of Commerce.” 

D. Letter, Chairman Celler to Secretary Weeks, Juy 30, 1955: 

“3. Correspondence, letters, memoranda, etc., dealing with the operation by 
RFC of a styrene plant in Louisiana. 

“5. All correspondence between BDSA, its divisions or officials, and the 
United States Pulp Producers’ Association and the American Pulp & Paper 
Association.” 
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White House press release relating to denial of information under the doctrine 
of separation of powers 


[Immediate release, May 17, 1954, James C. Hagerty, Press Secretary to the President) 
THE WHITE House 


THE PRESIDENT TopAy SENT THE FOLLOWING LE?rTER TO THE SECRETARY OF 
DEFENSE 


The honorable the SECRETARY OF DEFENSE, 
Washington, D.C. 

Dear Mr. SECRETARY: It has long been recognized that to assist the Congress 
in achieving its legislative purposes every executive department or agency must, 
upon the request of a congressional committee, expeditiously furnish informa- 
tion relating to any matter within the jurisdiction of the committee, with cer- 
tain historical exceptions—some of which are pointed out in the attached memo- 
randum from the Attorney General. This administration has been and will 
continue to be diligent in following this principle. However, it is essential to 
the successful working of our system that the persons entrusted with power 
in any one of the three great branches of Government shall not encroach upon 
the authority confided to the others. The ultimate responsibility for the con 
duct of the executive branch rests with the President. 

Within this constitutional framework each branch should cooperate fully 
with each other for the common good. However, throughout our history the 
President has withheld information whenever he found that what was sought 
was confidential or its disclosure would be incompatible with the public interest 
or jeopardize the safety of the Nation. 

Because it is essential to efficient and effective administration that employees 
of the executive branch be in a position to be completely candid in advising 
with each other on official matters, and because it is not in the public interest 
that any of their conversations or communications, or any documents or repro- 
ductions, concerning such advice be disclosed, you will instruct employees of 
your Department that in all of their appearances before the subcommittee of 
the Senate Committee on Government Operations regarding the inquiry now 
before it they are not to testify to any such conversations or communications 
or to produce any such documents or reproductions. This principle must be 
maintained regardless of who would be benefited by such disclosures. 

I direct this action so as to maintain the proper separation of powers between 
the executive and legislative branches of the Government in accordance with 
my responsibilities and duties under the Constitution. This separation is vital 
to preclude the exercise of arbitrary power by any branch of the Government. 

By this action I am not in any way restricting the testimony of such witnesses 
as to what occurred regarding any matters where the communication was 
directly between any of the principals in the controversy within the executive 
branch on the one hand and a member of the subcommittee or its staff on the 
other. 

Sincerely, 
Dwicht I). EISENHOWER. 


MEMORANDUM 
For: The President. 
From: The Attorney General. 

One of the chief merits of the American system of written constitutional law 
is that all the powers entrusted to the Government are divided into three great 
departments, the executive, the legislative, and the judical. It is essential to the 
successful working of this system that the persons entrusted with power in any 
one of these branches shall not be permitted to encroach upon the powers confided 
to the others, but that each shall be limited to the exercise of the powers appro- 
priate to its own department and no other. The doctrine of separation of powers 
was adopted to preclude the exercise of arbitrary power and to save the people 
from autocracy. 

This fundamental principle was fully recognized by our first President, George 
Washington, as early as 1796 when he said: “* * * it is essential to the due 
administration of the Government that the boundaries fixed by the Constitution 
between the different departments should be preserved * * *.” In his Farewell 
Address, President Washington again cautioned strongly against the danger of 
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encroachment by one department into the domain of another as leading to 
despotism. This principle has received steadfast adherence throughout the many 
years of our history and growth. More than ever, it is our duty today to heed 
these words if our country is to retain its place as a leader among the free nations 
of the world. 

For over 150 years—almost from the time that the American form of govern- 
ment was created by the adoption of the Constitution—our Presidents have 
established, by precedent, that they and members of their cabinet and other heads 
of executive departments have an undoubted privilege and discretion to keep 
confidential, in the public interest, papers and information which require secrecy. 
American history abounds in countless illustrations of the refusal, on occasion, 
by the President and heads of departments to furnish papers to Congress, or its 
committees, for reasons of public policy. The messages of our past Presidents 
reveal that almost every one of them found it necessary to inform Congress of 
his constitutional duty to execute the office of President, and, in furtherance of 
that duty, to withhold information and papers for the public good. 

Nor are the instances lacking where the aid of a court was sought in vain to 
obtain information or papers from a President and the heads of departments. 
Courts have uniformly held that the President and the heads of departments have 
an uncontrolled discretion to withhold the information and papers in the public 
interest; they will not interfere with the exercise of that discretion, and that 
Congress has not the power, as one of the three great branches of the Government, 
to subject the executive branch to its will any more than the executive branch may 
impose its unrestrained will upon the Congress. 


PRESIDENT WASHINGTON’S ADMINISTRATION 


In March 1792, the Hous of Representatives passed the following resolution : 

“Resolved, That a committee be appointed to inquire into the causes of the 
failure of the late expedition under Major General St. Clair; and that the said 
committee be empowered to call for such persons, papers, and records, as may be 
necessary to assist their inquiries.” (3 Annals of Congress, p. 493.) 

This was the first time that a committee of Congress was appointed to look into 
a matter which involved the executive branch of the Government. The expedition 
of General St. Clair was under the direction of the Secretary of War. The 
expenditures connected therewith came under the Secretary of the Treasury. The 
House based its right to investigate on its control of the expenditures of public 
moneys. It appears that the Secretaries of War and the Treasury appeared before 
the committee. However when the committee was bold enough to ask the Presi- 
dent for the papers pertaining to the General St. Clair campaign, President 
Washington called a meeting of his Cabinet. (Binkley, President and Congress, 
pp. 40-41.) 

Thomas Jefferson, as Secretary of State, reports what took place at that meet- 
ing. Besides Jefferson, Alexander Hamilton, Henry Knox, Secretary of War, and 
Edmond Randolph, the Attorney General, were present. The committee had first 
written to Knox for the original letters, instructions, ete., to General St. Clair. 
President Washington stated that he had called his Cabinet members together, 
because it was the first example of a demand on the Executive for papers, and he 
wished that so far as it should become a precedent, it should be rightly conducted. 
The President readily admitted that he did not doubt the propriety of what the 
House was doing, but he could conceive that there might be papers of so secret a 
nature, that they ought not to be given up. Washington and his Cabinet came to 
the unanimous conclusion : 

“First, that the House was an inquest, and therefore might institute inquiries. 
Second, that it might call for papers generally. Third, that the Executive ought 
to communicate such papers as the public good would permit, and ought to refuse 
those, the disclosure of which would injure the public: consequently were to. 
exercise a discretion. Fourth, that neither the committee nor House had a right 
to call on the head of a department, who and whose papers were under the 
President alone; but that the committee should instruct their chairman to move 
the House to address the President.” 

The precedent thus set by our first President and his Cabinet was followed in 
1796, when President Washington was presented with a resolution of the House 
of Representatives which requested him to lay before the House a copy of the 
instructions to the Minister of the United States who negotiated the treaty with 
the King of Great Britain, together with the correspondence and documents 
relative to that treaty. Apparently it was necessary to implement the treaty with 
an appropriation which the House was called upon to vote. The House insisted 
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on its right to the papers requested, as a condition to appropriating the required 
funds. (President and Congress, Wilfred E. Binkley (1947), p. 44.) 

President Washington’s classic reply was, in part, as follows: 

“T trust that no part of my conduct has ever indicated a disposition to withhold 
any information which the Constitution has enjoined upon the President as a 
duty to give, or which could be required of him by either House of Congress as a 
right; and with truth I affirm that it has been, as it will continue to be while I 
have the honor to preside in the Government, my constant endeaver to harmonize 
with the other branches thereof so far as the trust delegated to me by the people 
of the United States and my sense of the obligation it imposes to ‘preserve, protect, 
and defend the Constitution’ will permit.” (Richardson’s Messages and Papers 
of the Presidents, vol. 1, p. 194.) 

Washington then went on to discuss the secrecy required in negotiations 
with foreign governments, and cited that as a reason for vesting the power 
of making treaties in the President, with the advice and consent of the Senate. 
He felt that to admit the House of Representatives into the treatymaking power, 
by reason of its constitutional duty to appropriate moneys to carry out a treaty, 
would be to establish a dangerous precedent. He closed his message to the 
House as follows: 

“As, therefore, it is perfectly clear to my understanding that the assent 
of the House of Representatives is not necessary to the validity of a treaty; 
* * * and as it is essential to the due administration of the Government that 
the boundaries fixed by the Constitution between the different departments 
should be preserved a just regard to the Constitution and to the duty of my office, 
under all the circumstances of this case, forbids a compliance with your request.” 
(Richardson's Messages and Papers of the Presidents, vol. 1, p. 196.) 


PRESIDENT JEFFERSON’S ADMINISTRATION 


In January 1807, Representative Randolph introduced a resolution, as follows: 

“Resolved, That the President of the United States be, and he hereby is, re- 
quested to lay before this House any information in possession of the Executive, 
except such as he may deem the public welfare to require not to be disclosed, 
touching any illegal combination of private individuals against the peace and 
safety of the Union, or any military expedition planned by such individuals 
against the territories of any power in amity with the United States; together 
with the measures which the Executive has pursued and proposes to take for 
suppressing or defeating the same.” (16 Annals of Congress (1806-7), p. 336.) 

The resolution was overwhelmingly passed. The Burr conspiracy was then 
stirring the country. Jefferson had made it the object of a special message 
to Congress wherein he referred to a military expedition headed by Burr. Jeffer- 
son’s reply to the resolution was a messgae to the Senate and House of Repre- 
sentatives. Jefferson brought the Congress up to date on the news which he 
had been receiving concerning the illegal combination of private individuals 
against the peace and safety of the Union. He pointed out that he had recently 
received a mass of data, most of which had been obtained without the sanction 
of an oath so as to constitute formal and legal evidence. ‘It is chiefly in the 
form of letters, often containing such a mixture of rumors, conjectures, and sus- 
picions as renders it difficult to sift out the real facts and unadvisable to hazard 
more than general outlines, strengthened by concurrent information or the par- 
ticular credibility of the relator. In this state of the evidence, delivered some- 
times, too, under the restriction of private confidence, neither safety nor justice 
will permit the exposing names, except that of the principal actor, whose guilt is 
placed beyond question.” (Richardson’s Messages and Papers of the Presidents, 
vol. 1, p. 412, dated January 22, 1807.) 


SIMILAR ACTIONS BY PRESIDENTS JACKSON, TYLER, BUCHANAN, AND GRAN 


On February 10, 1835, President Jackson sent a message to the Senate wherein 
he declined to comply with the Senate’s resolution requesting him to communi- 
cate copies of charges which had been made to the President against the official 
conduct of Gideon Fitz, late Surveyor-General, which caused his removal from 
office. The resolution stated that the information requested was necessary both 
in the action which it proposed to take on the nomination of a successor to Fitz, 
and in connection with the investigation which was then in progress by the Sen- 
ate respecting the frauds in the sales of public lands. 
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The President declined to furnish the information. He stated that in his 
judgment the information related to subjects exclusively belonging to the execu- 
tive department. The request therefore encroached on the constitutional powers 
of the Executive. 

The President’s message referred to many previous similar requests, which 
he deemed unconstitutional demands by the Senate: 

“Their continued repetition imposes on me, as the representative and trustee 
of the American people, the painful but imperious duty of resisting to the utmost 
any further encroachment on the rights of the Executive.” (Ibid. p. 133.) 

The President next took up the fact that the Senate resolution had been passed 
in executive session, from which he was bound to presume that if the information 
requested by the resolution were communicated, it would be applied in secret 
session to the investigation of frauds in the sale of public lands. The President, 
said that, if he were to furnish the information, the citizen whose conduct the 
Senate sought to impeach would lose one of his basic rights, namely—that of 
a public investigation in the presence of his accusers and of the witnesses 
against him. In addition, compliance with the resolution would subject the 
motives of the President, in the case of Mr. Fitz, to the review of the Senate when 
not sitting as judges on an impeachment; and even if such a consequence did not 
follow in the present case, the President feared that compliance by the Execu- 
tive might thereafter be quoted as a precedent for similar and repeated applica- 
tions, 

“Such a result, if acquiesced in, would ultimately subject the independent con- 
stitutional action of the Executive in a matter of great national concernment 
to the domination and control of the Senate; * * * 

“I therefore decline a compliance with so much of the resolution of the Senate 
as requests ‘copies of the charges, if any,’ in relation to Mr. Fitz, and in doing 
so must be distinctly understood as neither affirming nor denying that any such 
charges were made; * * *.” (Ibid. p. 134.) 

One of the best reasoned precedents of a President’s refusal to permit the head 
of a department to disclose confidential information to the House of Repre- 
sentatives is President Tyler’s refusal to communicate to the House of Repre- 
sentatives the reports relative to the affairs of the Cherokee Indians and to the 
frauds which were alleged to have been practiced upon them. A resolution 
of the House of Representatives had called upon the Secretary of War to com- 
municate to the House the reports made to the Department of War by Lieutenant 
Colonel Hitchcock relative to the affairs of the Cherokee Indians together with 
all information communicated by him concerning the frauds he was charged to 
investigate; also all facts in the possession of the Executive relating to the 
subject. The Secretary of War consulted with the President and under the lat- 
ter's direction informed the House that negotiations were then pending with the 
Indians for settlement of their claims; in the opinion of the President and the 
Department, therefore, publication of the report at that time would be incon- 
sistant with the public interest. The Secretary of War further stated in his 
answer to the resolution that the report sought by the House, dealing with alleged 
frauds which Lieutenant Colonel Hitchcock was charged to investigate, con- 
tained information which was obtained by Colonel Hitchcock by ex parte in- 
quiries of persons whose statements were without the sanction of an oath, and 
which the persons implicated had had no opportunity to contradict or explain. 
The Secretary of War expressed the opinion that to promulgate those state- 
ments at that time would be grossly unjust to those persons, and would defeat 
the object of the inquiry. He also remarked that the Department had not been 
given at that time sufficient opportunity to pursue the investigation, to call the 
parties affected for explanations, or to determine on the measures proper to be 
taken. 

The answer of the Secretary of War was not satisfactory to the Committee on 
Indian Affairs of the House, which claimed the right to demand from the Execu- 
tive and heads of departments such information as may be in their possession 
relating to subjects of the deliberations of the House. 

President Tyler in a message dated January 31, 1843, vigorously asserted that 
the House of Representatives could not exercise a right to call upon the Execu- 
tive for information, even though it related to 1 subject of the deliberations of 
the House, if, by so doing, it attempted to interfere with the discretion of the 
Executive. 

The same course of action was taken by President James Buchanan in 1860 
in resisting a resolution of the House to investigate whether the President or 
any other officer of the Government had, by money, patronage, or other improper 
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means sought to influence the action of Congress for or against the passage of 
any law relating to the rights of any State or Territory (see Richardson, 
Messages and Papers of the Presidents, vol. 5, pp. 618-619). 

In the administration of President Ulysses S. Grant the House requested the 
President to inform it whether any executive offices, acts, or duties, and if any, 
what, have been performed at a distance from the seat of government estab- 
lished by law. It appears that the purpose of this inquiry was to embarrass the 
President by reason of his having spent some of the hot months at Long Branch. 
President Grant replied that he failed to find in the Constitution the Authority 
given to the House of Representatives, and that the inquiry had nothing to do 
a (Richardson, Messages and Papers of the Presidents, vol. VII, pp. 
362-368). 


PRESIDENT CLEVELAND’S ADMINISTRATION 


In 1886, during President Cleveland’s administration, there was an extended 
discussion in the Senate with reference to its relations to the Executive caused 
by the refusal of the Attorney General to transmit to the Senate certain docu- 
ments concerning the administration of the office of the district attorney for 
the Southern District of South Alabama, and suspension of George W. Durkin, 
the late incumbent. The majority of the Senate Committee on the Judiciary con- 
cluded it was entitled to know all that officially exists or takes place in any of 
the departments of Government and that neither the President nor the head of 
a department could withhold official facts and information as distinguished 
from private and unofficial papers. 

In his reply President Cleveland disclaimed any intention to withhold official 
papers, but he denied that papers and documents inherently private or confi- 
dential, addressed to the President or a head of a department, having reference 
to an act entirely executive such as the suspension of an official, were changed 
in their nature and became official when placed for convenience in the custody 
of a public department (Richardson, Messages and Papers of the Presidents, vol. 
8, pp. 378-379, 381). 

Challenging the attitude that because the executive departments were created 
by Congress the latter had any supervisory power over them, President Cleveland 
declared (Eberling, Congressional Investigation, p. 258) : 

“I do not suppose that the public offices of the United States are regulated or 
controlled in their relations to either House of Congress by the fact that they 
were created by laws enacted by themselves. It must be that these instrumen- 
talities were created for the benefit of the people and to answer the general 
purposes of Government under the Constitution and the laws, and that they are 
unencumbered by any lien in favor of either branch of Congress growing out of 
their construction, and unembarrassed by any obligation to the Senate as the 
price of their creation.” 


PRESIDENT THEODORE ROOSEVELT’S ADMINISTRATION 


In 1909, during the administration of President Theodore Roosevelt, the ques- 
tion of the right of the President to exercise complete direction and control over 
heads of executive departments was raised again. At that time the Senate 
passed a resolution directing the Attorney General to inform the Senate whether 
certain legal proceedings had been instituted against the United States Steel 
Corp., and if not, the reasons for its nonaction. Request was also made for any 
opinion of the Attorney General, if one was written. President Theodore Roose- 
velt replied refusing to honor this request upon the ground that “Heads of the 
executive departments are subject to the Constitution, and to the laws passed by 
the Congress in pursuance of the Constitution, and to the directions of the Presi- 
dent of the United States, but to no other direction whatever” (Congressional 
Record, vol. 48, p. 1, 60th Cong., 2d sess., pp. 527-528). 

When the Senate was unable to get the documents from the Attorney General, 
it summoned Herbert K. Smith, the Head of the Bureau of Corporations, and 
requested the papers and documents on penalty of imprisonment for contempt. 
Mr. Smith reported the request to the President, who directed him to turn over 
to the President all the papers in the case “so that I could assist the Senate in 
the prosecution of its investigation.” President Roosevelt then informed Sena- 
tor Clark of the Judiciary Committee what had been done, that he had the papers 
and the only way the Senate could get them was through his impeachment. 
President Roosevelt also explained that some of the facts were given to the Gov- 
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ernment under the seal of secrecy and cannot be divulged, “and I will see to it 
that the word of this Government to the individual is kept sacred” (Corwin, The 
President—Office and Powers, pp. 281, 428; Abbott, The Letters of Archie Butt, 
Personal Aide to President Roosevelt, pp. 305-306). 


PRESIDENT COOLIDGE’S ADMINISTRATION 


In 1924, during the administration of President Coolidge, the latter objected 
to the action of a special investigating committee appointed by the Senate to 
investigate the Bureau of Internal Revenue. Request was made by the com- 
mittee for a list of the companies in which the Secretary of the Treasury was 
alleged to be interested for the purpose of investigating their tax returns. 
Calling this exercise of power an unwarranted intrusion, President Coolidge 
said: 

“Whatever may be necessary for the information of the Senate or any of its 
committees in order to better enable them to perform their legislative or other 
constitutional functions ought always to be furnished willingly and expeditiously 
by any department. But it is recognized both by law and custom that there is 
certain confidential information which it would be detrimental to the public 
service to reveal” (68th Cong., lst sess., Record, April 11, 1924, p. 6087). 


PRESIDENT HOOVER'S ADMINISTRATION 


A similar question arose in 1980 during the administration of President Hoover. 
Secretary of State Stimson refused to disclose to the chairman of the Senate 
Foreign Relations Committee certain confidential telegrams and letters leading 
up to the London Conference and the London Treaty. The committee asserted 
its right to have full and free access to all records touching the negotiations 
of the treaty, basing its right on the constitutional prerogative of the Senate 
in the treatymaking process. In his message to the Senate, President Hoover 
pointed out that there were a great many informal statements and reports 
which were given to the Government in confidence. The Executive was under 
a duty, in order to maintain amicable relations with other nations, not to publi- 
cize all the negotiations and statements which went into the making of the 
treaty. He further declared that the Executive must not be guilty of a breach 
of trust nor violate the invariable practice of nations. “In view of this, I 
believe that to further comply with the above resolution would be incompatible 
with the public interest” (S. Doc. 216, 71st Cong., special sess., p. 2). 


PRESIDENT FRANKLIN D. ROOSEVELT’S ADMINISTRATION 


The position was followed during the administration of President Franklin D. 
Roosevelt. There were many instances in which the President and his executive 
heads refused to make available certain information to Congress the disclosure 
of which was deemed to be confidential or contrary to the public interest. 
Merely a few need be cited. 

1. Federal Bureau of Investigation records and reports were refused to con- 
gressional committees, in the public interest (40 Op. A. G. No. 8, April 30, 1941). 

2. The Director of the Federal Bureau of Investigation refused to give testi- 
mony or to exhibit a copy of the President’s directive requiring him, in the 
interests of national security, to refrain from testifying or from disclosing the 
contents of the Bureau’s reports and activities (hearings, vol. 2, House, 78th 
Cong., Select Committee To Investigate the Federal Communications Commission 
(1944), p. 2337). 

3. Communications between the President and the heads of departments 
were held to be confidential and privileged and not subject to inquiry by a 
committee of one of the Houses of Congress (letter dated January 22, 1944, 
signed Francis Biddle, Attorney General, to select committee, etc.). 

4. The Director of the Bureau of the Budget refused to testify and to produce 
the Bureau’s files, pursuant to subpena which had been served upon him, because 
the President had instructed him not to make public the records of the Bureau 
due to their confidential nature. Public interest was again invoked to prevent 
disclosure (reliance placed on Attorney General’s opinion in 40 Op. A. G. No. 8, 
April 30, 1941). 

5. The Secretaries of War and Navy were directed not to deliver documents 
which the committee had requested, on grounds of public interest. The Secre- 
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taries, in their own judgment, refused permission to Army and Navy officers 
to appear and testify because they felt that it would be contrary to the public 
interest (hearings, Select Committee To Investigate the Federal Communications 
Commission, vol. 1, pp. 46, 48-68). 


PRESIDENT TRUMAN’S ADMINISTRATION 


During the Truman administration also the President adhered to the tradi- 
tional executive view that the President’s discretion must govern the surrender 
of executive files. Some of the major incidents during the administration of 
President Truman in which information, records, and files were denied to 
congressional committees were as follows: 

Date and type of document refused: 

March 4, 1948: FBI letter-report on Dr. Condon, Director of National Bureau 
of Standards, refused by Secretary of Commerce. 

March 15, 1948: President issued directive forbidding all executive depart 
ments und agencies to furnish information or reports concerning loyalty of their 
employees to any court or committee of Congress, unless President approves. 

March 1948: Dr. John R. Steelman, confidential adviser to the President, 
refused to appear before Committee on Education and Labor of the House, 
following the service of two subpenas upon him. President directed him not 
to appear. 

August 5, 1948: Attorney General wrote Senator Ferguson, chairman of 
Senate Investigations Subcommittee, that he would not furnish letters, memo- 
randums, and other notices which the Justice Department had furnished to other 
Government agencies concerning W. W. Remington. 

February 22, 1950: Senate Resolution 231 directing Senate subcommittee to 
procure State Department loyalty files was met with President Truman’s re- 
fusal, following vigorous opposition of J. Edgar Hoover. 

March 27, 1950: Attorney General and Director of FBI appeared before Sen- 
ate subcommittee. Mr. Hoover's historic statement of reasons for refusing to 
furnish raw files approved by Attorney General. 

May 16, 1951: General Bradley refused to divulge conversations between 
President and his advisers to combine Senate Foreign Relations and Armed 
Services Committees. 

January 31, 1952: President Truman directed Secretary of State to refuse 
to Senate Internal Security subcommittee the reports and views of foreign 
service officers. 

April 22, 1952: Acting Attorney General Perlman laid down procedure for 
complying with requests for inspection of Department of Justice files by Com- 
mittee on Judiciary : 

Requests on open cases would not be honored. Status report will be 
furnished. 

As to closed cases, files would be made available. All FBI reports and 
confidential information would not be made available. 

As to personnel files, they are never disclosed. 

April 3, 1952: President Truman instructed Secretary of State to withhold 
from Senate Appropriations Subcommittee files on loyalty and security investi- 
gations of employees—policy to apply to all executive agencies. The names of 
individuals determined to be security risks would not be divulged. The voting 
record of members of an agency loyalty board would not be divulged. 

Thus, you can see that the Presidents of the United States have withheld 
information of executive departments or agencies whenever it was found that 
the information sought was confidential or that its disclosure would be incom- 
patible with the public interest or jeopardize the safety of the Nation. The 
courts too have held that the question whether the production of the papers 
was contrary to the public interest, was a matter for the Executive to determine. 

By keeping the lines which separate and divide the three great branches of 
our Government clearly defined, no one branch has been able to encroach upon 
the powers of the other. 

Upon this firm principle our country’s strength, liberty, and democratic form 
of government will continue to endure. 
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Mr. Maerz. You have indicated, then, that the Department of 
Commerce does not take action with respect to tax-amortization cer- 
tificates. Is it your opinion, then, that no memorandums, no materials 
in the Department of Commerce respecting tax-amortization applica- 
tions should be made available to the congressional committees ? 

Mr. Rorrr. I would rather not make that type of broad statement. 
I will say this, that the particular and specific documents that were 
manual this committee were examined carefully and a determina- 
tion was made that they fell within the doctrine of separation of 
powers and, accordingly, were not made available to this subcommittee. 

Mr. Materz. In other words, every specific memorandum requested 
by this committee was refused by the Department of Commerce? 

Mr. Roper. No, sir. That is not a correct statement, Mr. Maletz. 
Every specific document that the chairman referred to in his enumera- 
tion just a few minutes ago—— 

Mr. Materz. I will accept your correction. 

Mr. Rorrr. Was refused. That is correct. 

Mr. Marerz. Let me ask you this. Are minutes of your Industry 
Advisory Committee meetings available to the press? 

Mr. Roper. To my knowledge, they are, Mr. Maletz. 

Mr. Materz. Is that your understanding, Mr. Honeywell? 

Mr. Honryrwetu. That is correct, sir. 

Mr. Maerz. I would like to refer for a moment to this question of 
classified material. 

Mr. Honeywetu. Pardon me, Mr. Maletz. I am sorry to interrupt 
you, but—subject to any classified material therein, which then: is 
not available to anyone. 

Mr. Materz. On this question of classified material, is it the Depart- 
ment’s position that classified material will not be given to the con- 
gressional committees ? 

Mr. Rorrr. Well, I wish again, Mr. Maletz, you would tell me 
what you mean by classified material ? 

The CuHarrman. What do you mean by it? 

Mr. Rover. Your counsel asked me the question, and I asked—— 

The Cuatrman. You used the term first this morning. 

Mr. Rorrr. I am sorry 

Mr. Honrywe.i. May I explain what I meant by classified ? 

The CHarrman. Yes, Mr. Honeywell. 

Mr. Honrywetut. Classified—applicable to security measures re- 
quired in the national interest. That is my definition of classified-—— 

Mr. Marerz. We will accept your representation. 

Mr. Honrywetu. As it represents my answer. 

Mr. Marerz. Is this the Department’s position, then, that material 
classified for the reasons you have indicated will not be made avail- 
able to congressional committees ? 

Mr. Roper. I don’t know whether that is a categorical position 
of the Department of Commerce, because I do think that classified 
information is, on occasion, made available to certain congressional 
committees. 

Mr. Matrerz. You declined to turn over to the House Small Busi- 
ness Committee material requested with respect to aluminum on the 
basis that the material in your possession was classified from a security 
standpoint; isn’t that correct? 
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Mr. Rorrr. I don’t recall the particular incident, but assuming 
that the Department refused to turn it - on the basis of security 
classification, I would just like to repeat my statement: I don’t 
think that there is a categorical rule in the Department of Com- 
merce that security-classified information will never be made avail- 
able to congressional committees. 

Mr. Materz. Under what circumstances will it be made available? 

Mr. Roper. I am just not familiar with the rules of the Depart- 
ment in that regard. 

Mr. Materz. Are you familiar with those rules, Mr. Honeywell ? 

Mr. Honeywe tw. [ am not. 

Mr. Maerz. Do you recall a refusal by Secretary Weeks to turn 
over to the House Small Business Committee some material requested 
by that committee with respect to aluminum? 

Mr. Honeyrwe vt. I cannot remember any of the details. I remem- 
ber that the subject came up and the request was refused. But, I 
do not know the details, as to why and what the materials consisted of. 

Mr. Maerz. Therefore, the Secretary of Commerce refused in- 
formation to the House Small Business Committee and the House 
Judiciary Committee on the basis that certain material was classi- 
fied. 

Can you think of any instance where Secretary Weeks has turned 
over classified materials to congressional committees ? 

Mr. Roper. May I answer that / 

Mr. MAterz. Yes. 

Mr. Roper. I believe that on occasion material has, in the past, 
been furnished to the Joint Committee on Defense Production, that 
is, material of a security-classified nature. 

Mr. Maerz. And that is the only exception / 

Mr. Roper. That, Mr. Maletz, is on sufoentiod and belief. 

Mr. Materz. That is the only exception you can think of? 

Mr. Rover. There may be others. I do not know of any others, 
Mr. Maletz. 

Mr. Materz. I see. 

The Cuatrman. In your letter of October 13, Mr. Honeywell and 
Mr. Roper, you declined to furnish the subcommittee minutes of meet- 
ings of the Tr ansportation Council; why was that? 

‘Mr. Honryrwe.tu. The Transportation Council, Mr. Chairman, is 
not in any way related to the Business and Defense Services Admin- 
istration. So—— 

The Cuarrman. What is the Transportation Council ? 

Mr. Honerwe.u. To the best of my knowledge, it is the council! 
advising the secretary in the areas of transportation which, in turn, 
are covered under the aegis of an Undersecretary of Commerce for 
Transportation. 

The CHarrman. Is that Transportation Council, then, of similar 
makeup to the Business Advisory Council ? 

Mr. Honrywe.t. That I cannot explain to you, sir; I do not know. 

The Cuamman. You know what the Business Advisory Council is? 

Mr. Honerwetu. I know there is such an organization; yes, sir. 

The CuatrmMan. And is the Transportation Council given offices 
or space in the Department of Commerce Building ? 
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Mr. Honrywe i. I am sorry, Mr. Chairman, this is not appropriate 
for me to testify. Iam not advised on the details of any of these other 
activities outside of BDSA, 

Mr. Maerz. Is Mr. Ray here? Is there anybody representing the 
Secretary who happens to be in the room ? 

Mr. Harxtns. Mr. Roper? 

Mr. Roper. Yes, sir. 

Mr. Harxtns. Some of the documents that have not been delivered 
are minutes of the Tin Industry Conference, and they were not de- 
livered because they were said to be classified. 

Mr. Roper. Yes, sir. 

Mr. Harris. Do the members of that conference receive copies of the 
minutes? 

Mr. Roper. I don’t know, but I assume, Mr. Harkins, that if classi- 
fied matters were discussed at a particular conference or committee 
meeting, that all the members of that committee or conference had ob- 
tained security clearance. So, I couldn’t perceive any basic objection 
to their receiving the minutes, although, I don’t know, as a matter of 
fact, whether they do get these minutes. 

Mr. Harkins. Do you know whether they have received clearance? 

Mr. Roper. Well, it is my understanding that as a matter of general 
practice, whenever classified matters are discussed at an industry ad- 
visory group meeting, all the people present at that meeting have 
security clearance. 

Mr. Harkins. Will you supplement the record to show the names of 
the members of the Tin Industry Conference whose names appear on 
the minutes you have not delivered to the committee and indicate the 
date that they received security clearance? 

Mr. Roper. May I take that under advisement, Mr. Harkins? 

Mr. Harkins. We want you to supplement the record with that 
information. 

Mr. Rorrer. All right. Would you be specific again, so I can 

Mr. Mauerz. You will have the transcript in the morning, and 
I believe you can read the transcript 

Mr. Roper. Now, specifically, what did you want? The names of 
the members 

Mr. Harkins. I want to know the names of the members who appear 
on the minutes that you have not transmitted because the minutes are 


classified. 
Mr. Roper. Yes. 
Mr. Harkins. And I want to know when those members have 


received clearance. 
Mr. Rover. Whether and when, right? 
Mr. Harrys. That is right. And further, whether they have 


copies of the minutes. 
(On January 13, 1956, the Department of Commerce supplemented 


the record as follows :) 


On February 25, 1954, a conference was held between responsible officials 
of various agencies of the Government and representatives of 28 tin-consuming 
and trading companies to elicit the views of industry on various aspects of 
the proposed International Tin Agreement. The subject of the conference 
was not itself a classified matter from the standpoint of national security 
and security classified information was not expected to be revealed or dis- 
cussed in the course of the meeting, nor was it. Accordingly, security clear- 
ance was not obtained for the participants. Nevertheless, it was felt that 
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the public interest would be best served, in view of pending international nego- 
tiations, by avoiding a general discussion of what transpired at the meeting. 
Attached is copy of a press release, dated February 26, 1954, which was issued 
following the subject conference. It contains the bare statement that a meet- 
ing was held with industry and Government representatives to discuss the 
International Tin Agreement proposed at Geneva. Minutes of the meeting were 
kept but were not published or distributed to the participants. We are perfect- 
ly willing to make a copy of the minutes available to the subcommittee but 
wish to express the hope that the subcommitee will agree that the minutes in 
question should not be further published or circulated. 

Following is a list of the 28 organizations represented at the Tin Industry 


Conference of February 25, 1954: 
{For immediate release, Friday, February 26, 1954] 
UNITED STATES DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 
Tin INDUSTRY CONFERENCE 


Representatives of 28 tin-consuming and trading companies met yesterday 
with the Business and Defense Services Administration, United States De- 
partment of Commerce, and officials of other Government departments and 
agencies to discuss the International Tin Agreement proposed at a Geneva, 
Switzerland, United Nations conference last December. 

Commerce officials indicated that the matter would be given full consideration 
before the Department makes any recommendations. 


Tin INDUSTRY CONFERENCE REPRESENTATIVES, FEBRUARY 25, 1954 


Harvey Hopkins, vice president, American Can Co., 100 Park Avenue, New 
York 17. N. ¥. 

Meyer Abrams, the American Metal Co., Ltd., 61 Broadway, New York 6, N. Y. 

Morris Foodim, Federated Metals Division, American Smelting & Refining Co., 
120 Broadway, New York 5, N. Y. 

Otto Barth, president, Barth Smelting Corp., 99-129 Chapel Street, Newark 5, 
N. J. 

Robert V. Henning, Belmont Smelting & Refining Works, Inc., 330 Belmont Ave- 

nue, Brooklyn 7, N. Y. 

A. W. Snyder, Bethlehem Steel Co., Bethlehem, Pa. 

R. L. Neale, Campbell Soup Co., Camden 1, N. J. 

H. Ferris White, executive vice president, Can Manufacturers Institute, Inc., 
Washington 5, D. C. 

Lester B. Platt, secretary-treasurer, Collapsible Tube Manufacturers Associa- 
tion, 19 West 44th Street, New York 36, N. Y. 

R. G. Fisher, director, economic research, Continental Can Co., 100 East 42d 
Street, New York, N. Y. 

Joe A. Stone, Division Lead Co., 7742 West 61st Place, Summit, III. 

Ralph Bertini, the International Silver Co., 169 Colony Street, Meriden, Conn. 

W. A. Morris, Jr., vice president, Jones & Laughlin Steel Corp., 401 Liberty Ave- 
nue, Pittsburgh 30, Pa. 

John L. Boyle, Sr., vice president, Johnston Foil Manufacturing Co., 6106 South 
Broadway, St. Louis 11. Mo. 

Harvey Reed, Kester Solder Co., 88 Ferguson Street, Newark, N. J. 

R. L. MeGean, vice president, the McGean Chemical Co., 101 Prospect Avenue 
NW., Cleveland 15, Ohio 

Frank J. O’Brien, president, Metal & Thermit Corp., 100 East 42d Street, New 
York 17, N. Y. 

W. R. Daniels, vice president, M. P. Moller, Inc., Hagerstown, Md. 

P. W. Ruppert, National Lead Co., 111 Broadway, New York 6, N. Y. 

Charles L. Homer, vice president, North American Smelting Co., Wilmington 83, 
Del. 

W. T. Adams, Republic Steel Corp., Cleveland 1, Ohio 

Frederick R. McIntosh, C. Tennant, Sons & Company of New York, 100 Park 
Avenue, New York 17, N. Y. 


67271—56—pt. 336 
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William T. Newbold, Nathan Trotter & Co., 36 North Front Street, Philadelphia 6, 
Pa. 

S. T. Johnson, United States Steel Corp., 525 William Penn Place, Pittsburgh 
30, Pa. 

Reuben Viener, Hyman Viener & Sons, Richmond, Va. 

A. C. Buttfield, president, the Vulcan Detinning Co., Sewaren, N. J. 

Donald L. Wallace, manager, legal department, R. Wallace & Sons Manufactur- 


ing Co., Wallingford, Conn. 
W. J. Adams, assistant purchasing agent, Western Electric Co., 120 Broadway, 


New York 5, N. Y. 

The Cuamrman. Mr. Roper, while you are getting that information 
for the committee, I would like you also to get the following informa- 
tion for the committee by way of answer to the following questions: 

First, who was the chairman of the Transportation Council? We 
have the membership, so you won’t have to give us that. 

Are the activities of the Transportation Council financed by con- 
tributions of its members? 

Have they got an Executive Director ? 

Mr. Roper. A little slower, please, Mr. Chairman. What is No. 3? 

The Cuairman. Has the Transportation Council a paid Executive 
Director? Who pays his salary ? 

Mr. Roper. Yes, sir. 

The Cuatrman. Has the Transportation Council office space in the 


Department of Commerce? 
Is that office staffed by Federal civil-service employees? 


Mr. Roper. Yes, sir. 
The Cuairman. Has it a pension fund for its Director? Who makes 


contributions to the pension fund? Has it any other paid officers other 
than the Executive Director ? 

Mr. Roper. Yes, sir. 

The Cuatrman. Does it hire consultants, and who pays them? 


Mr. Roper. Yes, sir. | : 
The CuHarrman. And, in general, what are its functions? 
(On January 13, 1956, the Department of Commerce supplemented 


the record as follows :) 


1. Who is the chairman of the Transportation Council? 

Charles H. Beard, general traffic manager for Union Carbide & Carbon Co., 
New York City. 

2. Are the activities of the Transportation Council financed by contributions 
of its members? 

The activities are financed solely by contributions of its members. A stenogra- 
pher-secretary is supplied by the Department, which also supplies office space 
for a secretary of the council. 

3. Has the Transportation Council a paid executive director? 

There is no executive director, but there is a secretary of the council. This 
official, Mr. Edward F. Lacey, is retired and not on a salary. He is allowed a 
certain limited expense account by the council. (The limit on this expense 
accounts is $1,800 a year, only a fraction of which is used.) 

4. Has the Transportation Council office space in the Department of Com- 
merce? 

The council has 1% rooms in the Department of Commerce building. 

5. Is that office staffed by Federal civil-service employees? 

One stenographer-secretary, GS-7, is provided. See question 2, above. 

6. Has the council a pension fund for its director (secretary)? Who makes 
contributions to the pension fund? Has it any other paid officers other than the 
executive director? 

There is no pension fund for the secretary. It has no paid officers. 

7. Does the council hire consultants, and who pays for them? 

It does not hire consultants. 
8. In general, what are its functions? 
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In general, the funtcions of the council are to advise and consult with the 
Secretary of Commerce on questions submitted to the council by the Secretary 
of Commerce or the Under Secretary of Commerce for Transportation. The 
council does not initiate subjects for discussion. 

It should be noted that this citizen advisory group is representative of the 
entire segment of our economy interested in transportation, including different 
types of carriers, shippers, and professionals from academic circles. 


(The membership of the Transportation Council referred to is as 
follows :) 


MEMBERSHIP OF THE TRANSPORTATION COUNCIL FOR THE DEPARTMENT OF COMMERCE 


G. Anderson, general traffic manager, Socony-Vacuum Oil Co., Inc., 26 Broad- 
way, New York 4, N. Y. 

Harry W. Arnold, president, Ohio Rapid Transit, Inc., 714 East Broad Street, 
Columbus 15, Ohio. 

Theodore R. Bartels, president, Republic Car Loading & Distributing Co., 168 12th 
Avenue, New York 1, N. Y. 

*C. H. Beard, general traffic manager, Union Carbide & Carbon Corp., 30 East 42d 
Street, New York 17, N. Y. 

T. A. Bradley, president, Acme Fast Freight, Inc., 2 Lafayette Street, New 
York 7, N. Y. 

John M. Budd, president, Great Northern Railway, 175 East Fourth Street, 
St. Paul 1, Minn. 

a Burke, president, Service Pipe Line Co., Sixth and Cincinnati, Tulsa 2, 

kla. 

*Walter F. Carey, president, Automobile Carriers, Inc., 3401 North Dort Highway, 
Flint 6, Mich. 

*J. H. Carmichael, president, Capital Airlines, Washington National Airport, 
Washington 1, D. C. 

G. Blair Chiarello, vice president, American Stevedores, Inc., 90 Broad Street, 
New York 4, N. Y. 

F. Riker Clark, president, American Foreign Steamship Corp., 80 Broad Street, 
New York 4, N. Y. 

*B. D. Davidson, vice president, Davidson Transfer & Storage Co., Pulaski 
Highway, Baltimore 3, Md. 

George A. Davidson, vice president, Standard Oil Company of California, Stand- 
ard Oil Building, San Francisco 20, Calif. 

*Harry A. DeButts, president, Southern Railway System, 15th and K Streets 
NW., Washington 13, D. C. 

S. M. Felton, president, Shippers’ Car Line Corp., 30 Church Street, New 
York 7; N..2- 

E. E. Ferrari, director of the port, Stockton, Calif. 

*M. Forgash, president, Universal Carloading & Distributing Co., Inc., 345 Hud- 
son Street, New York 14, N. Y. 

*Gen. John M. Franklin, president, United States Lines ©o., 1 Broadway, New 
York 4, N. Y. 

*Dr. John H. Frederick, professor of transportation, Gitveunte of Maryland, 
College Park, Md. 

A. W. Frey, vice president, National Oil Transport Corp., 21 West Street, New 
York 6, N. Y. 

Clarence E. Galston, president, Motor Haulage Co., Inc., 20 Vesey Street, New 
ZOER. ti Na. 3 

M. G. Gamble, president, Esso Shipping Co., 30 Rockefeller Plaza, New York 
20, N: ¥. 

John Gammie, vice president, States Marine Corp., 90 Broad Street, New 
York 4, N. Y. 

A. W. Gatov, vice president and general manager, Inland Harbor Storage Co., 
14 Front Street, San Francisco, Calif. 

J. W. Gimbel, Jr., president, Pacific & Atlantic Shippers Association, Inc., 356 
North Halsted Street, Chicago 6, Ill. 

W. Arthur Grotz, president, Western Maryland Railway Co., Standard Oil 
Building, Baltimore 2, Md. 

Dr. Kent T. Healy, chairman, committee on transportation, Yale University, 
New Haven, Conn. 


*Member of executive committee, October 14, 1954. 
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J. W. Hershey, vice president, Commercial Petroleum & Transport Co., 2919 
Buffalo Drive, Houston 19, Tex. 
*Arthur M. Hill, chairman of the executive committee, Greyhound Corp., 839 


17th Street ,Washington 6, D. C. 
T. R. Hudd, president, National Carloading Corp., 19 Rector Street, New York 


EE A 

Clark Hungerford, president, St. Louis-San Francisco Railway Co., 906 Olive 
Street, St. Louis 1, Mo. 

Claude A, Jessup, executive vice president, Virginia Stage Lines, Inc., Charlottes- 
ville, Va. 

*John B. Keeler, consultant, Koppers Co., Inc., Koppers Building, Pittsburgh 19, 
Pa. 

A. Kiggins, Jr., president, A. H. Bull & Co., Inc., 115 Broad Street, New 
York 4, N. Y. 

M. E. Kilpatrick, president, Southeastern Pipe Line Co., 777 West Peachtree 
Street NW., Atlanta 1, Ga. 

W. C. Kinsolving, president, Sun Pipe Line Co., 1608 Walnut Street, Philadelphia 
3, Pa. 

*Edward F. Lacey, secretary, Transportation Council, Department of Com- 
merce, 5804 Department of Commerce Building, Washington 25, D. C. 
Sam Laud, president, General American Franepertation Corp., 135 South La Salle 
Street, Chicago 90, Il. 

Daniel A. Lindley, president, Canton Railroad Company, 300 Water Street, 
Baltimore 2, Md. 

Joseph T. Lykes, chairman of the board, Lykes Bros, Steamship Co., Inc., 203 
Franklin Street, Tampa 1, Fla. 

C. C. Mallory, president, Grace Line, Inc., 10 Hanover Square, New York 5, N. Y. 

William T. McArthur, transportation vice president, Pillsbury Mills, Inc., 608 
Second Avenue S., Minneapolis 2, Minn. 

John 8S. McGhee, general manager, Island Creek Fuel & Transportation Co., 
Guaranty Bank Building, eee W. Va. 

Floyd A. Mechling, vice president, A. L. Mechling Barge Lines, Inc., 51 North 
Des Plaines Street, Joliet, Ill. 

Dr. Sidney L. Miller, head, department of transportation, school of business ad- 
ministration, University of Pittsburgh, Pittsburgh 13, Pa. 

W. G. Oliphant, chairman of the board, Federal Barge Lines, Inc., 442 Canal 
Street, New Orleans, La. 

W. H. Ott, Jr., general traffic manager, Kraft Foods Co., 500 Peshtigo Court, 
Chicago 90, Ill. 

Dr. Richard C. Overton, professor of business history, school of commerce, North- 
western University, Evanston, Il. 

W. A. Patterson, president, United Air Lines, Inc., 5959 South Cicero Avenue, 
Chicago 38, II). 

E. G. Plowman, vice president, traffic, United States Steel Corp., 525 William 
Penn Place, Pittsburgh 30, Pa. 

Robert W. Prescott, president, The Flying Tiger Line, Inc., Lockheed Air Termi- 
nal, Burbank, Calif. 

Alex K. Scherer, president, Scherer Freight Lines, Inc., Ottawa, Il. 

Randolph Sevier, president, Matson Navigation Co., 215 Market Street, San 
Francisco 5, Calif. 

*G. H. Shafer, general traffic manager, Weyerhaeuser Sales Co., First National 
Bank Building, St. Paul 1, Minn. 

P. M. Shoemaker, president, Delaware, Lackawanna & Western Railroad, 140 
Cedar Street, New York 6, N. Y. 

Herbert E. Simpson, president, Brookhattan Trucking Co., Inc., 57-59 Front 
Street, New York 4, N. Y. 

James Sinclair, president and general manager, Luckenbach Steamship Co., Inc., 
120 Wall Street, New York 5, N. Y. 

©. R. Smith, president, American Airlines, Inc., 100 Park Avenue, New York 17, 


Nk. 
Robert F. Thompson, president, Vermont Transit Co., Inc., 133 St. Paul Street, 


Burlington, Vt. 
John B. Tilford, president, Louisville & Nashville Railroad Co., 908 West Broad- 


way, Louisville 1, Ky. 


*Member of executive committee, October 14, 1954. 
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William J. Tracy, president, M. & J. Tracy, Inc., 1 Broadway, New York 4, N. Y. 
Juan T. Trippe, president, Pan American World Airways System, 135 East 42d 


Street, New York 17, N. Y. 
L. H. True, president and manager, Magnolia Pipe Line Co., Post Office Box 900, 


Dallas 1, Tex. 
A. W. Vogtle, vice president, DeBardeleben Coal Corp., Transportation Building, 


Birmingham 3, Ala. 

Cc. J. Williams, president, Hillside Transit Co., Inc., 1050 East Bay Street, Mil- 
waukee 7, Wis. 

A. T. Wood, president, Wilson Transit Co., 960 Rockefeller Building, Cleveland 


13, Ohio. 
C. E. Woolman, president, Delta C & S Airlines, Inc., Atlanta Municipal Airport, 


Atlanta, Ga. 

Mr. Maerz. Mr. Honeywell, I believe the last time you were before 
this committee, you testified somewhat concerning the activities of 
the BDSA, of which youare Administrator. Is that correct ? 

Mr. Honryrweu. That is correct. 

Mr. Materz. In connection with the activity of BDSA, I would 
like to call your attention to the minutes of a food industries con- 
ference, February 1, 1954, page 7, that states as follows: 

Would you like to take a look at those minutes? 

Mr. HonerweE wu. I am not acquainted with them. 

Mr. Marerz. Allright. I now quote: 

Mr. Schaffer also referred to an order which had been issued by the Com- 
modity Exchange Commission regulating futures trading of lard, cottonseed 
oil and soybean oil. The order proved very unpalatable to industry. The 
matter came to the attention of the Food Division, which informed the Secre- 
tary of the problems stemming from it. Soon afterward, the order of the Com- 
modity Exchange Commission was suspended. 


Now, who was Mr. Schaffer? 

Mr. HonryYwELL. Mr. Schaffer is the Deputy Director of the Food 
Division of BDSA. 

Mr. Maerz. And who was the Director of the Food Industries 
Division at that time? 

Mr. Honrerwetyi. At what date was this, sir? 

Mr. Matetz. This would be February 1, 1954. 

Mr. HonEywe tw. I don’t believe we had a Director at that time. 

Mr. Maerz. I see. What was the purpose of this food industries 
conference ? 

Mr. HonEyweELu. It was a conference comparable to all other indus- 
try conferences that we have held since BDSA was formed, an oppor- 
tunity to explain to the top group of business executives in that given 
commodity area, such as food in this case, the activities of the Depart- 
ment of Commerce, of BDSA on defense and mobilization activities 
as well as an opportunity for them, in turn, to talk to the top echelon 
of the Department of Commerce on problems which the industry felt 
they wanted to explain to appropriate Government officials. 

Mr. Maerz. You were present at this conference, were you not? 

Mr. Honerwe.. I believe I was. I cannot vouch for that. It will 
appear in the minutes. 

Mr. Materz. I show you these minutes, Mr. Honeywell, and I would 
appreciate it if you would examine the exe erpt I have read very 
carefully. 

Have you read the excerpt, sir? 
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Mr. Honerwetu. I have read the excerpt. I am really checking 
in it for just a moment to see if I was present. 

Mr. Materz. I think you will find that you were present. 

Mr. Honeywett. Correct. 

Mr. Materz. I think you had better hold those minutes there. 
The excerpt that I have read, would indicate, would it not, that 
your agency, the BDSA, interceded with the Secretary of Commerce 
so that the Commodity Exchange Commission would suspend an order 
which that Commission had issued regulating speculation in lard, 
cottonseed oil, and soybean oil ? 

Mr. HonryweE.u. I cannot accept that statement on the basis of 
interceding. ; 

Mr. Materz. You use whatever word you choose, sir. i 

Mr. Honrywe.u. Thank you. 

Mr. Matetz. What word would you prefer to use? 

Mr. Honrywevw. I would prefer to use the word that we called his | 
attention to industries’ point of view in relation to an industry 
problem. 

May I further point out to you that this is a meeting chaired by the 
then Assistant Secretary for Domestic Affairs, Lothair Teetor. 

Mr. Materz. Yes, indeed. 

Mr. Honrywe.w. It was attended by the Secretary at some point in 
the meeting. 

And, all industry conferences are designed to be a liaison between 
the secretarial offices of the Department of Commerce and industry. 

Mr. Matetz. What segment of the industry found this order limit- 
ing speculative trading in lard and oil futures unpalatable? 

Mr. Honerweti. Why, I can’t possibly answer that on the spur of 
= ~ moment, because I can’t remember back that far as to the 
details. 

Mr. Maerz. Would you provide that information for the record? 

Mr. Honryrwetu. To the extent that it is possible. 

(The minutes referred to are as follows 5 


es aD 


DEPARTMENT OF COMMERCE 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington 25, D. C. 


Minutes of Food Industries Conference, February 1, 1954, Lothair Teetor, 
Assistant Secretary for Domestic Affairs, presiding. 
Present at the conference: 


INDUSTRY EXECUTIVES 


Eberhard Anheuser, Anheuser-Busch Inc., St. Louis, Mo. 

William Brady, Corn Products Refining Co., New York. 

W. S. Dorset, Mrs. Tucker’s Products, Sherman, Tex. 

E. J. Forio, The Coca-Cola Co., Atlanta, Ga. 
Lewis G. Graeves, Charles Schneider Baking Co., Washington, D. C. 4 
Frank Greenwall, National Starch Products, Inc., New York, N. Y. ; 
Carleton Healy, Hiram Walker, Inc., Detroit, Mich. 

Ralph T. Heymsfeld, Schenley Industries, Ine., New York, N. Y. 

John Holmes, Swift & Co., Chicago, Il. 

Wells E. Hunt, John J. Felin & Co., Inc., Philadelphia, Pa. 

G. S. Kennedy, General Mills, Inc., Minneapolis, Minn. 

H. A. Kent, P. Lorillard Co., Inc., New York. 

Herbert Ladish, Ladish Malting Co., Milwaukee, Wis. 

Reed Montgomery, Boston Beer Co., Boston, Mass. 
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J. D. Sykes, Ralston-Purina Co., St. Louis, Mo. 

J. S. Vander Heide, Holland-American Wafer Co, Grand Rapids, Mich. 
Frederick R. Weisman, Hunt Foods, Inc., Fullerton, Calif. 

Charles F. Scully, Williamson Candy Co., Chicago, Il. 

Huber Wentenhall, National Dairy Products Corp., New York. 

Oliver Willits, Campbell Soup Co., Camden, N. J. 

Austin 8S. Igleheart, General Foods Corp., New York. 

Richard §S. Jones, Pet Milk Co., St. Louis, Mo. 

Bernard Wise, National Dairy Products Corp., Washington, D. C. 


TRADE ASSOCIATION EXECUTIVES 


E. W. Brockenbrough, Institute of Shortening & Edible Oils, Inc.,Washington, 
D: o 

Carlos Campbell, National Canners Association, Washington, D. C. 

Herman Fakler, Millers National Federation, Washington, D. C. 

L. Blaine Liljenquist, Western States Meat Packers Association, Inc., Washing- 
ton, D. C. 

William A. Quinlan, Associated Retail Bakers of America, Washington, D. C. 

Edward F. Ragland, Associated Tobacco Manufacturers, Washington, D. C. 

John J. Riley, American Bottlers of Carbonated Beverages, Washington, D. C. 

Paul Willis, Grocery Manufacturers of America, New York. 


GOVERNMENT OFFICIALS 


Department of Commerce 
Hon, Sinclair Weeks, Secretary of Commerce 
Walter Williams, Under Secretary 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
Carl F. Oechsle, Deputy to Assistant Secretary for Domestic Affairs 
Stephen F. Dunn, General Counsel 


Business and Defense Services Administtration 


Charles F. Honeywell, Administrator 

H. B. McCoy, Deputy Administrator 

Walter A. Edwards, Assistant Administrator. 

Todd Wright, Assistant to the Administrator 

Charles Hersum, Chief, Industry Advisory Committee staff 


Food Industries Division 
Jacob M. Schaffer, Deputy Director 


Department of Agriculture 
True D. Morse, Under Secretary 


PURPOSE OF THE MEETING 


The Food Industries Conference met to review and discuss: (1) the area in 
which the Deartment of Commerce can best serve the food industry; (2) to 
study and recommend such changes as may be considered necessary to render 
improved service to the industry by the Department of Commerce and the De- 
partmentof Agriculture; (3) organization and functions of BDSA and other 
matters of interest. 

OPENING REMARKS 


After opening the meeting and welcoming the conferees, Mr. Teetor discussed 
briefly the organizational units of the Department of Commerce which fall within 
the jurisdiction of the Assistant Secretary for Domestic Affairs. The three 
major organizational units are: The Bureau of the Census, the Office of Business 
Economics, and the Business and Defense Services Administration (BDSA). 
This conference has been called at the behest of the Food Division of BDSA. 

The aim of the Department of Commerce is to foster an open-door policy under 
which businessmen will feel free to come in and discuss their problems and, in 
turn, provide the guidance by which the Department may fulfill its role as the 
voice of business in Government, Mr. Teetor emphasized. 

He explained that 25 industry divisions have been established in the BDSA. 
These divisions are manned, topside, with experts from industry. To obtain 
the viewpoint of business on many current matters and to acquaint industry with 
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the facilities which are being established for its assistance, these divisions are 
sponsoring a series of conferences. Some concern themselves with matters of 
an overall nature, as this conference; others are concerned with but a single 
roduct. 

' The conference should be considered as a two-way street whereby the Govern- 
ment can call on industry for guidance and where the industry can present its 
problems. The Department intends to consult industry on many matters, includ- 
ing legislation affecting business, even though the Department is not directly 
concerned in the administration of such laws. With a knowledge of industry’s 
views and needs, the Department can operate more effectively, Mr. Teetor 
emphasized. 

He also welcomed the participation of trade association executives in industry 
conferences called by the Department, as well as in individual discussions with 
Department officials. He expressed appreciation of the assistance rendered by 
trade association officials in the past and hoped that the Department could count 
on their continued cooperation. 

Industry conferences-advisory committees.—Mr. Teetor referred to apprehen- 
sion in some quarters as to the propriety of trade association executive partici- 
pation in conferences and the practice of using industry personnel on a without 
compensation (WOC) basis. He introduced Mr. Stephen F. Dunn, General 
Counsel of the Department of Commerce, who had made an exhaustive study of 
these subjects. 

Mr. Dunn assured the conferees that industry lawyers have been consulted and 
that everything necessary has been done for the protection of participants in 
industry conferences as well as for the protection of the Department of Commerce. 
Under the criteria which are being followed, industry may feel completely free 
to discuss the subjects on the agenda, he said. 

Mr. Dunn also explained that no question exists respecting the legality of using 
industry personnel in BDSA on a without compensation basis, and he urged the 
continued cooperation of industry in this respect. 

Report on the status of the Taft-Hartley Act.—Recognizing the increasing com- 
plexity of legislation affecting business, Secretary Weeks performed an act of 
statesmanship when he achieved recognition for the Department of Commerce to 
present the views of business on amendments to the Taft-Hartley Act, Mr. Dunn 
declared. 

He compared the 14 recommendations which the President transmitted to 
Congress in his recent message, with the 19 points proposed by former Secretary 
of Labor Durkin, but which were never published. The comparison showed con- 
clusively, Mr. Dunn believed, that the public interest would be far better served 
by the President’s proposal. A study of Mr. Durkin’s proposals would show that 
rather than being in the public interest, they would only build the power of the 
union professional. For instance, the provision calling for a closed shop could, 
if adopted, give unions complete control over the lives and jobs of their members. 
The provision regarding secondary boycotts is indefensible and must not be 
permitted, Mr. Dunn emphasized. The President has recognized the dangers 
inherent in the Durkin proposals and has designed his own recommendations to 
give protection to both individual employees and the public against the power of 
big unionism. Further, the proposals leave the door open to Congress to study 
and improve the law. 

Mr. Dunn also commented on the doctrine of Federal preemption which has 
been enunciated by the Supreme Court in decisions on suits arising from the 
Taft-Hartley Act. The decisions have had the effect of placing in the Federal 
Government complete jurisdiction over disputes arising under the Taft-Hartley 
law. One decision held that, no matter how inadequate, the mere existence of 
a Federal remedy would preclude jurisdiction by State courts. This contravenes 
the administration’s concept that the Federal Government is only a framework 
with respect to labor-management relations. 

In line with the President’s indication that further work is being done on the 
Taft-Hartley law, the Department of Commerce is consulting with technicians 
and is preparing a brief on the subject as a basis for a supplemental message to 
Congress by the President. 


COMMENTS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Occasionally, Mr. Weeks commented, the Department of Commerce is criticized 
for spending too much time on business. This criticism has been met by pointing 
out that by helping business the whole economy of the country is strengthened. 
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Mr. Weeks expressed his desire to conduct operations in such a manner as 
to assure businessmen of a sympathetic response to their problems and to en- 
courage their continued participation in activities in which the Department 
engages. As the protagonist in Government for business and industry, the 
Department also intends to interest itself in governmentwide matters affect- 
ing industry, such as labor and other types of legislation, taxation, etc. How- 
ever, in order to do an effective job, industry must at all times keep the De- 
partment apprised of its views, Mr. Weeks explained. 

He contrasted the spirit of teamwork that now pervades the Government 
departments with the spirit of preemption of jurisdiction which was formerly 
the order of the day. He also cited the Government’s endeavor to get out of 
business in competition with private business. He referred to the sale of the 
Inland Waterways Corporation last summer, an agency that lost money during 
12 of the 14 years of its existence. A survey is still underway to determine 
other areas where similar action may be taken. 

Mr. Weeks also commented on the role of BDSA in both defense mobilization 
and business services activities. He expressed his gratitude to industry for 
its cooperation in furnishing experts on a without compensation (WOC) basis, 
and described the advantages to both industry and Government from this 
arrangement. 


COMMENTS BY UNDER SECRETARY OF AGRICULTURE, TRUE D. MORSE 


The need for a line of demorcation between the duties of the Departments of 
Commerce and Agriculture in this complex industry was pointed up by Mr. 
Morse. 

“It’s not only important to business, it’s important to the defense program 
that the two departments don’t overlap in this vital industry. Up until recently 
there has been too much independence between Government departments and 
agencies, but we are working as a team now and the cooperation gets better as 
we go along.” 

FUNCTIONS AND RESPONSIBILITIES OF BDSA 


BDSA, which was chartered on October 1, 1953, is a consolidation of what 
was known to the Korean war as the Bureau of Foreign and Domestic Com- 
merce and what remained of the National Production Authority, Mr. Charles F. 
Honeywell (Administrator, BDSA) explained. Since the responsibilities lodged 
in both agencies require the use of industry divisions, consolidation of the 
two activities seemed to be an intelligent and economical way of handling the 
matter. 

BDSA has three major functions, namely: implementation of the Defense 
Production Act, mobilization base planning, and services to business. 

Defense activities are concerned basically and primarily with the develop- 
ment of a program which could be promptly effectuated should an emergency 
arise. That BDSA is not concerned with perpetuating a controlled economy 
has been evidenced by the widespread decontrol action since the agency’s exist- 
ence. However, Mr. Honeywell emphasized, as representatives of industry, 
BDSA officials would be remiss in their responsiblities if they failed to make 
adequate provision for emergency situations. He recalled the chaotic condi- 
tions which existed at the start of World War II and the Koren emergency and 
pointed to the fallacy of not maintaining a state of readiness. 

Under a directive issued by the Office of Defense Mobilization, the agency of 
the White House charged with implementing legislation dealing with the estab- 
lishment of a mobilization base, the BDSA has the responsibility for advising 
on such matters as stockpiling, tax amortization, expansion goals, industry 
evaluation, plant protection facilities, pre- and post-attack planning, etc. 

The function of services to business is a revival of President Hoover’s con- 
cept of the role of the Department. The 25 industry divisions as well as the 
Offices of Technical Services, Distribution, Field Service, and Small Business 
have the responsibility of doing for industry and business things which they 
cannot do for themselves. 

With the aid of a series of charts, Mr. Honeywell explained the personnel, 
budgetary, and other problems attending the transition of the Bureau of Foreign 
and Domestic Commerce to the National Production Authority and finally to 
the BDSA. 

Mr. Honeywell described BDSA’s practice of employing in its industry divi- 
sions personnel from private industry on a without-compensation basis. He 
was joined by Mr. W. A. Edwards (Assistant Administrator, BDSA) and Mr. 
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Jacot. M. Sehaffer (Deputy Director, Food Division, BDSA) in urging the 
food industry to supply a director and several consultants for the Food Divi- 
sion on this basis. Men fresh from industry, with an industry point of view, 
are badly needed to carry out the Division’s programs and aims. 

Mr. Honeywell also revealed the existence of a list of about 1,200 “alumni” 
who have served the Government in WPB, NPA, and BDSA. These men with 
vast experience in both Government and industry are considered on a standby 
basis to be called in case of emergency. 

Mr. Honeywell reiterated that BDSA’s desire is to be of utmost service to 
industry. 

ACTIVITIES OF THE FOOD DIVISION 


In lines with the policy established by Secretary Weeks, the Food Division 
has proceeded on the theory that the interest of the Department of Commerce 
in agricultural products begins when such products reach the processing state, 
Mr. Schaffer explained, adding that, in his 40 years of Government service, he 
has found no group in Government so imbued with the idea of trying to help 
industry as BDSA. He then described some of the actions already taken which, 
he believed, have helped industry. 

One of the Division’s first tasks was to speed up the issuance of the following 
reports which have been issued at the request of and paid for by industry : 

1. Annual confectionery survey which covers product sales, sales by channels 
of distribution, sales by States, based on industry data nowhere else available ; 

2. Annual fruit spread survey, dealing with production by main classes and 
fruit types, use of type, and size of container ; 

3. Annual salad dressing, mayonnaise, and related products survey, which 
covers an analysis of industry production, distribution, costs, ete. 

Mr. Schaffer also referred to an order which had been issued by the Com- 
modity Exchange Commission regulating futures trading of lard, cottonseed oil, 
and soybean oil. The order proved very unpalatable to industry. The matter 
came to the attention of the Food Division which informed the Secretary of the 
problems stemming from it. Soon afterward, the order of the Commodity Ex- 
change Commission was suspended. 

A few other actions designed to aid business were mentioned by Mr. Schaffer, 
as follows: 

1. Recommending a more liberal quota on the importation of oats from 
Canada to the United States; 

2. Recommending against the imposition of a high import duty on shrimp 
from Mexico; 

3. Recommending, in connection with the Philippine Trade Act, changes in 
tariff rates on desicated coconut, sugar, canned fish, tobacco, fats, and oils. 

4. Recommending favorable action on H. R. 5407, for extension of the bonded 
period for distilled spirits. 

5. Arranging for members of the food industries contacts with officials in other 
Government departments, ete. 

Discussion.—A conferee referred to a questionnaire on manufacturing and 
processing which he had recently received from the Department of Agriculture. 
He believed that the type of information requested could serve no useful purpose. 
Mr. Schaffer explained that the Bureau of the Budget is charged with the re- 
sponsibility of reviewing all questionnaires before they are authorized. He 
promised, however, to transmit the views of the conferee with respect to the 
questionnaire under discussion. 

One objective of the Food Division, as well as all other divisions of BDSA, is 
to review the Government’s statistical program for industry, H. B. McCoy, Deputy 
Administrator of BDSA, pointed out. Surveys have been initiated to determine 
whether the Government is collecting data which is adequate for the needs 
of both Government and industry. An effort will be made to ascertain the type 
of information which can best be collected by the Government and that which 
should be collected by industry. Mr. McCoy referred to the wealth of in- 
formation that has been gathered by trade associations and emphasized that 
the Government has no wish to duplicate these efforts. 

Asked if any study has been undertaken on how to feed an increasing popula- 
tion in the face of erosion, Mr. Honeywell replied that although the Department 
of Commerce has done nothing in this respect as yet, he believed that it might 
be a worthwhile project for the Food Division. The conferee stated that many 
companies are conducting research in this field. If their findings could be co- 
ordinated, the information would be of great value to the industry. 
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INTEREST OF THE DEPARTMENT OF COMMERCE IN THE FOOD INDUSTRIES 


Commenting on recent inquiries as to whether BDSA is embarking on new 
fields by the establishment of a Food Division, Mr. McCoy recalled that the in- 
terest of the Department of Commerce in foods is of long standing. 

In 1922, for example, a Foodstuffs Division was organized in the Department 
of Commerce to serve the food industry, he revealed. He also referred to a book- 
let written by President Hoover, who was then Secretary of Commerce, describ- 
ing the interest of the Department in the food industries and in agriculture, and 
showing the interdependent relationship of these spheres. 

With the change of administrations in 1933, Department of Commerce activi- 
ties were greatly curtailed. However, the Bureau of the Census did continue 
to collect basic information on some products of the food-processing industries, 

After World War II, the Department of Commerce tried to reestablish its in- 
dustry divisions, but it encountered many difficulties. More and more, the food 
industries appeared drawn to the Department of Agriculture as the only place 
in Government where they felt they could come with their problems. 

The divisions were just on the verge of being reestablished when the Korean 
emergency arose, and the only services to business which could then be rendered 
pertained mostly to the allocation of materials to agricultural implement manu- 
facturers and to food manufacturers who needed materials for new facilities 
and for other construction. 

When BDSA was formed, a preliminary conference was held with industry 
and trade association representatives, as a result of which a program was de- 
veloped for calling the industry together to ascertain of what assistance BDSA 
could be. 

Mr. McCoy emphasized that no conflict exists between the Department of 
Agriculture and the Department of Commerce as to the need for delineating the 
areas in which the two Departments can best serve the industry. 

This is important not only with respect to business services but also with 
respect to the mobilization preparedness program. Fundamentally, it would 
appear that the Department of Agriculture should determine the food goals, 
i. e., what should be produced to meet the requirements of this country and its 
allies in times of emergency. The Department of Commerce, on the other hand, 
should determine whether industry has the capacity to provide the necessary 
implements and equipment to process and transport the food. In other words, 
once products leave the farm, they are no longer matters of agriculture. 

Another matter of concern, Mr. McCoy said, is that until now, the food indus- 
tries have not enjoyed the same status as other industries such as steel, chemi- 
cals, or electronics, for example. If BDSA is to serve business completely, the 
food industries should be included on the same basis as others with whom 
BDSA has conferred. So far contacts with the food industries have been minor. 
They have not been represented on industry advisory committees because those 
committees were concerned with production. Problems of some food processors 
were known to NPA because they needed assistance in obtaining materials. 
Mr. McCoy believed that the food industries would also be anxious to participate 
in the mobilization preparedness program, especially as it pertains to metal 
alloys which the food processors use in large quantities. 

Mr. McCoy’s views were confirmed by Under Secretary of Agriculture, True 
D. Morse, who emphasized the need for better definition of the responsibilities of 
the two departments in order to avoid gaps and overlaps of functions. He 
assured the group of the fullest cooperation by the Department of Agriculture 
in this respect. 

Discussion.—The conferees expressed considerable interest in the problem 
posed by Mr. McCoy. They cited their parentless state in the past and believed 
that, if clear lines of demarcation could be established and a cooperative spirit 
fostered between the two Departments, the results would be of great benefit 
to both Government and industry. Some conferees, however, questioned whether 
existing legislation would bar a division of responsibility. 

The conferees generally favored the concept of having BDSA serve as a repre- 
sentative of business in Government. Up until now, other segments of the economy 
have had advocates in Government, and they believed that there are many 
things which BDSA can do to assist business in times of emergency as well as 
in times of peace. They also believed that much good could be accomplished 
without disturbing proper relationships with other Government departments. 

Some conferees cautioned, however, against the undertaking of programs 
that would call for increased budgets. 
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After further discussion, the conferees unanimously recommended the forma- 
tion of a task group to study the area in which the Department of Commerce can 
best serve the food industries, and to recommend changes necessary for improv- 
ing services to the industry by the Departments of Commerce and Agriculture. 
It was suggested that, because of their broad knowledge of industry problems, 
trade-association executives be invited to serve on this group. 

The conferees also requested that the conclusions and recommendations 
reached by the task group be furnished to them for their information. 

The conferees also unanimously recommended that a letter of approbation be 
transmitted to the Secretary of Agriculture commending him on his stand with 
respect to the farm program. 

Fesruary 5, 1954. 
Hon. Ezra Tart BENSON, 
Secretary of Agriculture, 
Washington, D. C. 

Dear Mr. SecrRETARY: The representatives of food industries at the conference 
Monday asked that we convey to you their commendation of the general position 
you have taken with respect to the Government program on farm prices and 
production. 

We were particularly pleased with your cooperation with other agencies, such 
as, the Food Industries Division of the Business and Defense Services Adminis- 
tration, as explained to the industry representatives by Under Secretary True 
D. Morse on February 1. 

You may count upon our cooperation in attempting to work out these problems. 

Sincerely yours, 
LorHarr TEETOR, Domestic Affairs. 


MATTERS ON WHICH INDUSTRY WISHES ASSISTANCE 


Current legislation in the form of price supports has resulted in placing the 
complete control of basic grains in the Commodity Credit Corporation, a conferee 
noted. Such control, he believed, is an impediment to operations under a free- 
enterprise system, and he urged that not only the basic legislation in this respect 
be studied with a view to revision but also policies implementing such legislation 

The retail bakers segment of the industry was joined by the wholesale bakers 
segment in citing the following areas where they believed the Department of 
Commerce could be effective : 

1. Abolition of the present high rigid farm price-support program and the 
substitution of a more realistic method for handling this problem. 

2. Greater flexibility in depreciation of buildings and equipment for tax pur- 
poses. Allowance of greater depreciation in the earlier years would be espe- 
cially helpful to small business. 

3. Protection against extension of the wage-hour law to business affecting 
interstate commerce, because the imposition of such a basis would be too vague 
and uncertain and could create an emergency in the area of undue and unantici- 
pated wage liabilities. Also stressed was the necessity for continuing certain 
important exemptions from that law, including the exemption of manufactur- 
ing retail establishments. That is necessary for small handcraft operations 
like retail bakeries. 

4. Greater consideration for interests of consumers and industrial users in 
the administration of domestic sugar quotas. 

5. Protection against any two-price plan or processing tax, if attempts to 
revive such a plan are made. 

6. Resumption of a regular and adequate census of manufacturers with neces- 
sary adjustments in industry classifications. 

7. Assistance in making available more skilled handcraft bakers, including 
the admission of displaced persons. 

A conferee from the wholesale bakers endorsed this program and also urged 
that efforts be made to obtain a modification of the tax regulation concerning 
double taxation of corporate earnings. 

Another serious problem stemming from present tax laws, a conferee said, 
is the inability of small business to accumulate enough capital from its opera- 
tions to support expansion. He believed that a good start had been made in 
the administration’s proposed revisions to the tax laws, and he suggested that 
possibly something could be done which would be helpful to industry generally 
and to small business in particular with respect to the availability of credit. 
Some businesses are having difficulty in obtaining sufficient credit to expand 
operations to the extent that they could be profitable. 
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Mr. Carl F. Oechsle (Deputy Assistant Secretary for Domestic Affairs), 
who is the Department of Commerce liaison with the Small Business Adminis- 
tration, explained the functions of SBA. With respect to its lending activities, 
the agency has authority to lend up to $150,000 to any businessman. It prefers 
to grant the loans on a participating basis through cooperation with local 
banks who are familiar with both the applicant for the loan and the area in 
which he operates. This matter is being publicized among banks; three letters 
explaining the procedures have already been sent along with participation 
forms. 

SBA plans to assist small business not only with respect to getting started 
but in encouraging growth, Mr. Oechsle explained. 

Representatives of the biscuit and cracker industry and of the confec- 
tioners industry commented on tariff problems with respect to figs and almonds. 
Mr. Honeywell suggested that the matters be documented and submitted to 
Mr. Schaffer. 

Mr. McCoy explained that the Department of Commerce is a direct partici- 
pant on trade-agreement matters. When an issue arises from a proposed action 
of the Tariff Commission, the President before taking final action, obtains 
the positions of all other interested Government agencies. Industry, there- 
fore, should keep BDSA informed at all times of its interests in this respect. 

A conferee expressed concern over the nondiscrimination policy recently 
announced by the Department of Defense with respect to contractors. He 
explained that, in some instances, compliance would be impossible. A confer- 
ence on this issue has been scheduled by the Department of Defense, and the 
conferee inquired whether a representative from the Department of Commerce 
would be present. Mr. McCoy believed that Secretary Weeks has discussed 
this problem with high officials of the Department of Defense. 

Another conferee urged that statistical reports be designed in such a manner 
as to be usable by small business. Helpful statistics have been assembled in 
the past but not usually in a form which could be used by small business. 


OTHER DISCUSSION 


Answering a question regarding the status of this group, Mr. Honeywell 
explained that this group has been convened for only this one meeting. Depend- 
ing on the wishes of the industry, there may be other meetings dealing with 
special subjects. Today’s meeting has been called principally for the purpose 
of acquainting the industry with the services which have been placed at its 
disposal and of giving the industry an opportunity to register its views on 
broad questions. If it is industry’s desire, particularly after the task group 
has concluded its deliberations, more meetings will be held. In every case, 
an effort will be made to invite persons who can make the greatest contribu- 
tions to the problem involved. 

Where a problem affecting one segment of the industry arises, the matter 
should be discussed at the division level to see whether a meeting is warranted, 
Mr. Honeywell suggested. 

The conferees commended the attitude of officials of the Commerce Depart- 
ment and said that this new approach reassured them that business has a 
place to bring its problems for discussion and action. They cited instances 
where they have already received invaluable assistance. 


Mr. Materz. Very well. Mr. Honeywell, are you familiar with 
the Commodity Exchange Commission ? 

Mr. Honrrwetu. No, I am not. 

Mr. Materz. Do you know that it is a quasi-judicial body ? 

Mr. Honrywew.. No, I did not. 

Mr. Matetz. Do you know who the members of the Commission 
are? 

Mr. Honerwett. I do not. 

Mr. Maerz. Are you familiar with the fact that Secretary Weeks, 
along with Secretary of Agriculture Benson and Attorney General 
Brownell are the members of the Commodity Exchange Commission 
by statute? 

Mr. Honrywetu. I did not know. 
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Mr. Materz. So that, to the extent that BDSA, your agency, dis- 
cussed with Secretary Weeks this matter respecting an order regu- 
lating futures trading in lard and vegetable oils, it was taking the 
matter up with a person who would have to judge the case after be 
ing. Isn’t that right? 

Mr. Honryweiy. Well, according to the way you express it, that 
would appear to be so. 

Mr. Keartne. Are those three the only members? 

Mr. Maerz. Yes, sir. 

I call your attention, Mr. Honeywell, to title 7 of United States 
Code, section 2 and section 6 (a). Section 2 will indicate that the 
( ‘ommodity Exchange Commission consists of the Secretary of Agri- 
culture, the Secretary y of Commerce, and the Attorney General. 

Section 6 (a) indicates that the Commission, the Commodity 
Exchange Commission, shall from time to time, after due notice and 
an opportunity for hearing, by order proclaim and fix such limit on 
the amount of trading under contracts of sale of such commodity for 
future delivery on or subject to the rules of any contract market which 
may be done by any person as the Commission finds necessary. 

Mr. Honeywell, on January 22, 1954, the Commodity Exchange 
Commission “suspended limits ‘on speculative trading in lard, cotton- 
seed oil and soybean oil. Were you familiar with that ? 

Mr. Honrywe L, No. 

Mr. Maerz. Do you know that Secretary Weeks, as a member 
of the Commodity Exchange Commission, signed the order, together 
with Mr. Benson and Mr. Brownell? 

Mr. Honeywe tt. I did not know. 

Mr. Matetz. Mr. Chairman, I offer in evidence a copy of a press 
release received from the Department of Agriculture, dated January 
22, 1954, to which is attached the order of the Commodity Exchange 
Commission suspending limits and speculative trading and positions 
in cottonseed oil, soybean oil, and lard futures. 

The CurARMAN. Accepted. 

(The documents referred to are as follow :) 


UNITED STATES DEPARTMENT OF AGRICULTURE 


Washington 
JANUARY 22, 1954. 


CEC SuSPENDS SPECULATIVE LIMITS ON FATS AND OILS FUTURES 


The Commodity Exchange Commission, consisting of the Secretary of Agri- 
culture, the Attorney General, and the Secretary of Commerce, today suspended 
limits on speculative trading and positions in cottonseed oil, soybean oil, and 
lard futures, the United States Department of Agriculture announced. The 
limits had been in effect since April 1, 1953. 

The suspension was recommended by the Commodity Exchange Authority of 
the Department in the light of changes in patterns of trading and speculative 
activity in the fats and oils futures markets. Orders of the Commission are 
enforced by the Commodity Exchange Authority. 

The Commission’s orders issued today provide that the limits, with several 
amendments, may be reinstated hereafter by the Commession on 30 days’ notice. 
No changes were made in the amounts fixed as speculative limits, but amend- 
ments provide exemptions from the limits for bona fide cross-hedging in cotton- 
seed oil, soybean oil, and lard futures by dealers, merchandisers, and processors 
of edible fats and oils. A further amendment, applicable to lard futures, per- 
mits the inclusion of the lard yield of hogs owned or purchased in determining 
the hedgeable interest of packers and processors. 
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These amendments, recommended by the Administrator of the Commodity 
Exchange Authority, and presiding officer in recent Commission hearings, J. Mi. 
Mehl, are designed to meet problems peculiar to the hedging use of the fats and 
oils futures markets, and to inventory accounting and management in the fats 
and oils industry. 

Speculative limits in fats and oils were recommended in hearings before the 
Commission in July 1952, after investigation and study of fats and oils futures 
markets in representative periods. After the limits became effective in April 
1953, the CEA recommended that further hearings be held by the Commission 
to consider special problems of fats and oils manufacturers and processors. 
Such hearings were held in May and July 1953. 


TITLE 17—COMMODITY AND SECURITIES EXCHANGES 


CHAPTER I—CoMMODITY EXCHANGE AUTHORITY 
(Including Commodity Exchange Commission) 
DEPARTMENT OF AGRICULTURE 
PART 150—ORDERS OF THE COMMODITY EXCHANGE COMMISSION 
UNITED STATES OF AMERICA 
BEFORE THE COMMODITY EXCHANGE COMMISSION 
[Hearing Docket CE-P 9] 


FINDINGS OF FACT, CONCLUSIONS, AND ORDER IN THE MATTER OF LIMITS ON POSITION 
AND DAILY TRADING IN SOYBEAN OIL FOR FUTURE DELIVERY 


Findings of fact 

Pursuant to the provisions of section 4a of the Commodity Exchange Act 
(7 U. S. C. 6a), the Commodity Exchange Commission, after investigation and 
full consideration of the record made at a public hearing held in Washington, 
D. C., on May 25, and in Chicago, Ill., on July 13 and 14, 1953, of which due 
public notice had been given and at which all persons were given opportunity 
to hear, present, refute, and comment on the evidence in the premises, and after 
reconsideration of the record in Hearing Docket CE-P 8, and of the findings, 
conclusions, and order applicable to soybean oil issued by the Commission on 
January 16, 1953 (18 F. R. 444), finds: 

(a) Except as specifically modified herein, the findings set forth in the order 
applicable to soybean oil, issued by the Commission on January 16, 1953 (Hear- 
ing Docket CE-P 8), are hereby confirmed ; 

(b) The record in Hearing Docket CE—P 9, the factual testimony of persons 
engaged in processing soybean oil, and the experience of the Commodity Ex- 
change Authority in the enforcement of the order issued January 16, 195: 
(Hearing Docket CE-P 8), indicate the existence of problems in the hedging 
use of edible fat and oil futures and in inventory accounting and management, 
which are peculiar to edible fats and oils and are not generally present in the 
enforcement of trading and position limits heretofore fixed by the Commission 
in respect to other commodities ; 

(c) Processors and merchandisers of and dealers in edible fats and oils 
under existing conditions do not always find their best opportunity to hedge 
in the futures of the particular fat or oil they desire to hedge and, therefore, 
find it necessary at times to hedge one fat or oil in the futures of a different 
fat or oil. Such transactions do not qualify as bona fide hedging transactions 
under the provisions of section 4a(3) of the Commodity Exchange Act. How- 
ever, the Commodity Exchange Commission has wide discretion in fixing trad- 
ing and position limits for different kinds of transactions and may exempt cer- 
tain transactions from such limits; 

(d) There is justification for the sale of, and a net short position in, soy- 
bean oil for future delivery on or subject to the rules of a contract market, by 
a processor of edible oil-bearing seeds or similar oil-bearing raw materials, to 
the extent that such sale, or net short posttion, is offset in quantity by the oil 
content of such edible oil-bearing seeds or similar oil-bearing raw materials 
owned or purchased by such processor, provided the price risk incident to such 
ownership or purchase is not otherwise offset ; 
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(e) The limits on position and daily trading in soybean oil for future deliv- 
ery proclaimed and fixed by the order of the Commission issued January 16, 
1953, effective on and after April 1, 1953 (Hearing Docket CE-P 8), do not 
purport and are not required to be in amounts which precisely fit every situ- 
ation at all times and under all conditions. Such limits are necessarily fitted 
to average conditions and normal expectancies, based on past experience, extent 
of market activity, and relationships between total open contracts and the 
portions thereof considered excessive for any one person to hold or control; and 

(f) Open contracts in soybean oil futures on the two contract markets declined 
markedly during the period beginning with December 1952 (4 months before 
the order became effective) through August 1953, and during this period specu- 
lative activity also showed a downward tendency. Open contracts have increased 
since August 1953, but as of November 1953 open contracts on both markets 
combined were appreciably below the levels in November of the three prior 
years, and on the Chicago Board of Trade were much below the levels which 
(with due allowance for a new and growing market) were regarded as nor- 
mal at the time the limits on trading and position were considered in Hearing 
Docket CE-P 8. A decrease in open contracts does not warrant an increase 
in the size of speculative trading and position limits, but in view of these recent 
patterns of trading and levels of speculative activity, such limits may appropri- 
ately be held in abeyance until such time as shall be fixed hereafter by the 
Commission pursuant to notice published in the Federal Register. 


Conclusions 

Upon the foregoing facts, it is concluded that the order issued by the Com- 
modity Exchange Commission on January 16, 1953, effective April 1, 1953, in 
the matter of limits on position and daily trading in soybean oil for future 
delivery (Hearing Docket CE-P 8; 18 F. R. 444), should be and is hereby amended 
to read as follows: 


Order 


§ 150.7. Limits on position and daily trading in soybean oil for future deliv- 
ery. The following limits on the amount of trading under contracts of sale 
of soybean oil for future delivery on or subject to the rules of any contract 
market, which may be done by any person, are hereby proclaimed and fixed: 

(a) Position limit. The limit on the maximum net long or net short position 
which any person may hold or control in soybean oil on or subject to the rules 
of any one contract market is 3 million pounds in any one future or in all 
futures combined. 

(b) Daily trading limit. The limit on the maximum amount of soybean oil 
which any person may buy, and on the maximum amount which any person 
may sell, on or subject to the rules of any one contract market during any 
one business day is 3 million pounds in any one future or in all futures combined. 

(c) Exemptions. The foregoing limits upon position and upon daily trading 
shall not be construed to apply to: 

(1) Bona fide hedging transactions, as defined in section 4a (3) of the 
Commodity Exchange Act (7 U.S. C. 6a (3)); 

(2) Transactions or net positions in soybean-oil futures by a processor 
or merchandiser of or dealer in an edible fat or oil other than soybean oil, 
to the extent that the bona fide purpose and the reasonable effect of such 
transactions or positions are to offset the price risk incident to the owner- 
ship, purchase, or sale of such edible fat or oil, provided such price risk is 
not otherwise offset ; nor 

(3) Sales or net short positions (or the closing out thereof) by a processor 
of edible oil-bearing seeds or similar oil-bearing raw materials, to the 
extent that such sales or net short positions are offset in quantity by the 
oil content of such edible oil-bearing seeds or similar oil-bearing raw 
materials owned or purchased by such processor, provided the price risk 
incident to such ownership or purchase is not otherwise offset. 

(d) Manipulation; corners; responsibility of contract market. Nothing con- 
tained herein shall be construed to affect any provisions of the Commodity 
Exchange Act relating to manipulation or corners, nor to relieve any contract 
market or its governing board from responsibility under section 5 (d) of the 
Commodity Exchange Act (7 U. 8. C. 7 (d)) to prevent manipulation and 
corners. 

(e) Definition. As used herein the word “person” includes individuals, asso- 
ciations, partnerships, corporations, and trusts. 

(f) Effective date. The position and daily trading limits herein proclaimed 
and fixed shall be in full force and effect on and after such date as shall here- 
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after be announced by the Commodity Exchange Commission, by notice published 
in the Federal Register at least 30 days prior to such effective date. 

This amendment shall become effective January 22, 1954. 

The effect of this amendment is to exempt additional transactions and posi- 
tions from the limits on position and daily trading in soybean oil for future 
delivery and to suspend such limits until such date as shall hereafter be fixed 
by the Commission. Since the amendment will operate to relieve or liberalize 
existing restrictions and will not adversely affect the public, it is hereby found 
upon good cause, in accordance with section 4 (c) of the Administrative Proce- 
dure Act (5 U. S. C. 1003 (c)), that the amendment should be made effective 
within less than 30 days after publication in the Federal Register. 

Issued this 22d day of January 1954. 

COMMODITY EXCHANGE COMMISSION, 
/s/ E.T. BENSON, 
Secretary of Agriculture, Chairman, 
/8/ SINCLAIR WEEKS, 
Secretary of Commerce, 
/s/ HERBERT BROWNELL, Jr., 
Attorney General. 


TITLE 17—COMMODITY AND SECURITIES EXCHANGES 
CHAPTER I—COMMODITY EXCHANGE AUTHORITY 
(Including Commodity Exchange Commission) 

DEPARTMENT OF AGRICULTURE 


PART 150—ORDERS OF THE COMMODITY EXCHANGE COMMISSION 
UNITED STATES OF AMERICA 
BEFORE THE COMMODITY EXCHANGE COMMISSION 


[Hearing Docket CE-P 9] 


FINDINGS OF FACT, CONCLUSIONS, AND ORDER IN THE MATTER OF LIMITS ON POSITION 
AND DAILY TRADING IN COTTONSEED OIL FOR FUTURE DELIVERY 


Findings of fact 

Pursuant to the provisions of section 4a of the Commodity Exchange Act 
(7 U. S. C. 6a), the Commodity Exchange Commission, after investigation and 
full consideration of the record made at a public hearing held in Washington, 
D. C., on May 25, and in Chicago, IL, on July 13 and 14, 1958, of which due 
public notice had been given and at which all persons were given opportunity 
to hear, present, refute, and comment on the evidence in the premises, and 
after reconsideration of the record in Hearing Docket CE—P 8, and of the find- 
ings, conclusions, and order applicable to cottonseed oil issued by the Commission 
on January 16, 1953 (18 F. R. 443), finds: 

(a) Except as specifically modified herein, the findings set forth in the order 
applicable to cottonseed oil, issued by the Commission on January 16, 1953 
(Hearing Docket CE-P 8), are hereby confirmed ; 

(b) The record in Hearing Docket CE-P 9, the factual testimony of persons 
engaged in processing cotton-seed oil, and the experience of the Commodity Ex- 
change Authority in the enforcement of the order issued January 16, 1953 (Hear- 
ing Docket CE-P 8), indicate the existence of problems in the hedging use of 
edible fat and oil futures and in inventory accounting and management, which 
are peculiar to edible fats and oils and are not generally present in the enforce- 
ment of trading and position limits heretofore fixed by the Commission in respect 
to other commodities ; 

(c) Processors and merchandisers of and dealers in edible fats and oils under 
existing conditions do not always find their best opportunity to hedge in the 
futures of the particular fat or oil they desire to hedge and, therefore, find it 
necessary at times to hedge one fat or oil in the futures of a different fat 
or oil. Such transactions do not qualify as bona fide hedging transactions under 
the provisions of section 4a (3) of the Commodity Exchange Act. However, 
the Commodity Exchange Commission has wide discretion in fixing trading and 
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position limits for different kinds of transactions and may exempt certain 
transactions from such limits; 

(d) There is justification for the sale of, and a net short position in, cottonseed 
oil for future delivery on or subject to the rules of a contract market, by a proces- 
sor of edible oil-bearing seeds or similar oil-bearing raw materials, to the extent 
that such sale, or net short position, is offset in quantity by the oil content of such 
edible oil-bearing seeds or similar oil-bearing raw materials owned or purchased 
by such processor, provided the price risk incident to such ownership or purchase 
is not otherwise offset ; 

(e) The limits on position and daily trading in cottonseed oil for future deliv- 
ery proclaimed and fixed by the order of the Commission issued January 16, 1953, 
effective on and after April 1, 1953 (Hearing Docket CE—P 8), do not purport and 
are not required to be in amounts which precisely fit every situation at all times 
and under all conditions. Such limits are necessarily fitted to average conditions 
and normal expectancies, based on past experience, extent of markt activeity, 
and relationships between total open contracts and the portions thereof consid- 
ered excessive for any person to hold or control; and 

(f) Open contracts in cottonseed oil futures have declined steadily during the 
period beginning with February 1952 (14 months before the order became effec- 
tive) through November 1953, and during most of this period speculative activity 
also deelined markedly. The decline in open contracts and speculative activity 
is a reflection in part of a large increase in stocks of cottonseed oil held under 
the price-support program and a decrease in commercial stocks. As of November 
1953, open contracts were far below the levels regarded as normal at the time the 
limits on trading and position were considered in Hearing Docket CE-P 8. A 
decrease in open contracts does not warrant an increase in the size of speculative 
trading and position limits, but in view of these recent patterns of trading and 
levels of speculative activity, such limits may appropriately be held in abeyance 
until such time as shall be fixed hereafter by the Commission pursuant to notice 
published in the Federal Register. 


Conclusions 

Upon the foregoing facts, it is concluded that the order issued by the Com- 
modity Exchange Commission on January 16, 1953, effective April 1, 1953, in the 
matter of limits on position and daily trading in cottonseed oil for future delivery 
(Hearing Docket CE—P 8; 18 F. R. 443), should be and is hereby amended to read 
as follows: 

Order 

§ 150.6 Limits on position and daily trading in cottonseed oil for future 
delivery. The following limits on the amount of trading under contracts of sale 
of cottonseed oil for future delivery on or subject to the rules of any contract 
market, which may be done by any person, are hereby proclaimed and fixed : 

(a) Position limit. The limit on the maximum net long or net short position 
which any person may hold or control in cottonseed oil on or subject to the 
rules of any one contract market is 3,600,000 pounds in any one future or in 
all futures combined. 

(b) Daily trading limit. The limit on the maximum amount of cottonseed 
oil which any person may buy, and on the maximum amount which any person 
may sell, on or subject to the rules of any one contract market during any one 
business day is 3,600,000 pounds in any one future or in all futures combined. 

(c) Exemptions. The foregoing limits upon position and upon daily trading 
shall not be construed to apply to: 

(1) Bona fide hedging transactions, as defined in section 4a (3) of the 
Commodity Exchange Act (7 U. 8S. C. 6a (3)); 

(2) Transactions or net positions in cottonseed oil futures by a processor 
or merchandiser of or dealer in an edible fat or oil other than cottonseed 
oil, to the extent that the bona fide purpose and the reasonable effect of 
such transactions or positions are to offset the price risk incident to the 
ownership, purchase, or sale of such edible fat or oil, provided such price 
risk is not otherwise offset ; nor 
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(3) Sales or net short positions (or the closing out thereof) by a proces- 
sor of edible oil-bearing seeds or similar oil-bearing raw materials, to the 
extent that such sales or net short positions are offset in quantity by the 
oil content of such edible oil-bearing seeds or similar oil-bearing raw 
materials owned or purchased by such processor, provided the price risk 
incident to such ownership or purchase is not otherwise offset. 

(d) Manipulation; corners; responsibility of contract market. Nothing con- 
tained herein shall be construed to affect any provisions of the Commodity 
Exchange Act relating to manipulation or corners, nor to relieve any contract 
market or its governing board from responsibility under section 5 (d) of the 
Commodity Exchange Act (7 U. S. C. 7 (d)) to prevent manipulation and 
corners. 

(e) Definition. As used herein the word “person” includes individuals, asso- 
ciations, partnerships, corporations, and trusts. 

(f) Effective date. The position and daily trading limits herein proclaimed 
and fixed shall be in full force and effect on and after such date as shall here- 
after be announced by the Commodity Exchange Commission, by notice pub- 
lished in the Federal Register at least 30 days prior to such effective date. 

This amendment shall become effective January 22, 1954. 

The effect of this amendment is to exempt additional transactions and posi- 
tions from the limits on position and daily trading in cottonseed oil for future 
delivery and to suspend such limits until such date as shall hereafter be fixed 
by the Commission. Since the amendment will operate to relieve or liberalize 
existing restrictions and will not adversely affect the public, it is hereby found 
upon good cause, in accordance with section 4 (c) of the Administrative Pro- 
cedure Act (5 U. S. C. 1003 (c)), that the amendment should be made effective 
within less than 30 days after publication in the Federal Register. 

Issued this 22d day of January 1954. 

CoMMODITY EXCHANGE COMMISSION, 
/s/ 3.T. Benson, 
Secretary of Agriculture, Chairman. 
/s/ SINcLAIR WEEKS, 
Secretary of Commerce. 
/8/ HERBERT BROWNELL, Jr., 
Attorney General. 


TITLE 17—COMMODITY AND SECURITIES EXCHANGES 
CHAPTER I—ComMMopiIty ExCHANGE AUTHORITY 
(Including Commodity Exchange Commission) 

DEPARTMENT OF AGRICULTURE 
PART 150—ORDERS OF THE COMMODITY EXCHANGE COM MISSION 
UNITED STATES OF AMERICA 


BEFORE THE COMMODITY EXCHANGE COMMISSION 
{Hearing Docket CE-P 9] 


FINDINGS OF FACT, CONCLUSIONS, AND ORDER IN THE MATTER OF LIMITS ON POSITION 
AND DAILY TRADING IN LARD FOR FUTURE DELIVERY 


Findings of fact 


Pursuant to the provisions of section 4a of the Commodity Exchange Act 
(7 U. S. C. 6a) the Commodity Exchange Commission after investigation and 
full consideration of the record made at a public hearing held in Washington, 
D. C., on May 25, and in Chicago, Ill., on July 13 and 14, 1953, of which due 
public notice had been given and at which all persons were given opportunity to 
hear, present, refuse, and comment on the evidence in the premises, and after 
reconsideration of the record in Hearing Docket CE-P 8, and of the findings, 
conclusions, and order applicable to lard issued by the Commission on January 
16, 1953 (18 F. R. 444), finds: 
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(a) Except as specifically modified herein, the findings set forth in the order 
applicable to lard, issued by the Commission on January 16, 1953 (Hearing 
Docket CE—P 8), are hereby confirmed ; 

(b) The record in Hearing Docket CE-P 9 the factual testimony of persons 
engaged in processing lard and the experience of the Commodity Exchange 
Authority in the enforcement of the order issued January 16, 1953 (Hearing 
Docket CE-P 8), indicate the existence of problems in the hedging use of edible 
fat and oil futures and in inventory accounting and management, which are 
peculiar to edible fats and oils and are not generally present in the enforcement 
of trading and position limits heretofore fixed by the Commission in respect to 
other commodities ; 

(c) Processors and merchandisers of and dealers in edible fats and oils under 
existing conditions do not always find their best opportunity to hedge in the 
futures of the particular fat or oil they desire to hedge and, therefore, find it 
necessary at times to hedge one fat or oil in the futures of a different fat or oil. 
Such transactions do not qualify as bona fide hedging transactions under the 
provisions of section 4a (3) of the Commodity Exchange Act. However, the 
Commodity Exchange Commission has wide discretion in fixing trading and 
position limits for different kinds of transactions and may exempt certain trans- 
actions from such limits; 

(d) There is justification for the sale of, and a net short position in, lard 
for future delivery on or subject to the rules of a contract market, by a packer 
or processor of lard to the extent that such sale, or net short position, is offset in 
quantity by the lard yield of live or dressed hogs owned or purchased by such 
packer or processor, provided the price risk incident to such ownership or pur- 
chase is not otherwise offset ; 

(e) The limits on position and daily trading in lard for future delivery 
proclaimed and fixed by the order of the Commission issued January 16, 1953, 
effective on and after April 1, 1953 (Hearing Docket CE-P 8), do not purport 
and are not required to be in amounts which precisely fit every situation at all 
times and under all conditions. Such limits are necessarily fitted to average 
conditions and normal expectancies, based on past experience, extent of market 
activity, and relationships between total open contracts and the portions thereof 
considered excessive for any person to hold or control; and 

(f) Open contracts in lard futures have shown a downward tendency during 
the period beginning with September 1952 (7 months before the order became 
effective) through November 1953, and during most of this period speculative 
activity was also reduced. As of November 1953, open contracts were far 
below the levels regarded as normal at the time the limits on trading and 
position were considered in Hearing Docket CE-P 8. A decrease in open con- 
tracts does not warrant an increase in the size of speculative trading and posi- 
tion limits, but in view of these recent patterns of trading and levels of specula- 
tive activity such limits may appropriately be held in abeyance until such time 
as shall be fixed hereafter by the Commission pursuant to notice published in 
the Federal Register. 


Conclusions 

Upon the foregoing facts, it is concluded that the order issued by the Com- 
modity Exchange Commission on January 16, 1953, effective April 1, 1953, in 
the matter of limits on position and daily trading in lard for future delivery 
(Hearing Docket CE—P 8; 18 F. R. 444), should be and is hereby amended to 
read as follows: 

Order 

§ 150.8 Limits on position and daily trading in lard for future delivery. The 
following limits on the amount of trading under contracts of sale of lard for 
future delivery on or subject to the rules of any contract market, which may be 
done by any person, are hereby proclaimed and fixed : 

(a) Position limit. The limit on the maximum net long or net short position 
which any person may hold or control in lard on or subject to the rules of any one 
contract market is 1,600,000 pounds in any one future or in all futures combined. 

(b) Daily trading limit. The limit on the maximum amount of lard which 
any person may buy, and on the maximum amount which any person may sell, 
on or subject to the rules of any one contract market during any one business day 
is 1,600,000 pounds in any one future or in all futures combined. 

(c) Exemptions. The foregoing limits upon position and upon daily trading 
shall not be construed to apply to: 
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(1) Bona fide hedging transactions, as defined in section 4a (3) of the 
Commodity Exchange Act (7 U.S. C. 6a (3)) ; 

(2) Transactions or net positions in lard futures by a processor or mer- 
chandiser of or dealer in an edible fat or oil other than lard, to the extent 
that the bona fide purpose and the reasonable effect of such transactions 
or positions are to offset the price risk incident to the ownership, purchase, 
or sale of such edible fat or oil, provided such price risk is not otherwise 
offset ; nor 

(3) Sales or net short positions (or the closing out thereof) by a packer 
or processor of lard to the extent that such sales or net short positions 
are offset in quantity by the lard yield of live or dressed hogs owned or 
purchased by such packer or processor, provided the price risk incident te 
such ownership or purchase is not otherwise offset. 

(d) Manipulation; corners; responsibility of contract market. Nothing con- 
tained herein shall be construed to affect any provisions of the Commodity 
Exchange Act relating to manipulation or corners, nor to relieve any contract 
market or its governing board from responsibility under section 5 (d) of the 
Commodity Exchange Act (7 U. S. C. 7 (d)) to prevent manipulation and 
corners, 

(e) Definition. As used herein the word “person” includes individuals, asso- 
ciations, partnerships, corporations, and trusts. 

(f) Effective date. The position and daily trading limits herein proclaimed 
and fixed shall be in full force and effect on and after such date as shall here- 
after be announced by the Commodity Exchange Commission, by notice published 
in the Federal Register at least 30 days prior to such effective date. 

This amendment shall become effective January 22, 1954. 

The effect of this amendment is to exempt certain transactions and positions 
from the limits on position and daily trading in lard for future delivery and 
to suspend such limits until such date as shall hereafter be fixed by the Com- 
mission. Since the amendment will operate to relieve or liberalize existing 
restrictions and will not adversely affect the public, it is hereby found upon 
good cause, in accordance with section 4 (c) of the Administrative Procedure 
Act (5 U. S. C. 1003 (c)), that the amendment should be made effective within 
less than 30 days after publication in the Federal Register. 

Issued this 22d day of January 1954. 

CoMMODITY EXCHANGE COMMISSION, 
/8/ KE. T. Benson, 
Secretary of Agriculture, Chairman. 
/s/ Stnciarr WEEKS, 
Secretary of Commerce. 
/8/ HERBERT BROWNELL, Jr., 
Attorney General. 


Mr. Keratrne. I take it that counsel’s line of questioning is directed, 
Mr. Chairman, to an effort to point out some impropriety in this 
group discussing a matter with a member of a quasi-judicial body. 

Mr. Materz. That is exactly right, sir. 

Mr. Keatine. I am not inclined in any way to differ with counsel 
or with the chairman in this view. I simply again reiterate that all 
people in Government should be careful not to influence the decisions 
of quasi-judicial bodies. And, this committee may have a little diffi- 
culty with some of their colleagues in Congress if the result of these 
hearings is to lay down rules which do not permit a discussion with 
members of quasi-judicial bodies on pending matters before them. 
Because, obviously, the same rule alll vats to the executive depart- 
ment as to the legislative branch. 

Mr. Rogers. Do I understand the gentleman to say that the same 
rules apply to the legislative body, that everybody is not privileged 
to come to us as representatives to present any matter that they 
want to? 

Mr. Keattne. That is the point I am raising. 

Mr. Rocers. That any intervention with a quasi-judicial body 
would be equally improper for a Member of Congress as for a mem- 
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ber of the executive branch or anyone at any of these advisory 
committees ? 

Mr. Keatine. I happen to feel that it is improper to intervene 
with a quasi-judicial body in any regard. However, I understood 
that there are a great many Members of Congress who do, from time 
to time, talk with the members of the Interstate Commerce Com- 
mission, members of the Federal Trade Commission, or other bodies 
on quasi-judicial matters. 

I am just throwing out the caveat that we need to think about this 
pretty carefully. 

Mr. Rogers. I just wondered if the gentleman took the position 
that you, as a Member of Congress, and I, as a Member of Con- 
gress, do anything wrong when we talk to someone from the Inter- 
state Commerce Commission or receive petitions from our constituents 
and others. Because, I thought that one of the basic rights of a 
citizen was to petition Congress on anything that they wanted and 
to give them any information. 

Mr. Keatina. I don’t know that the gentleman and I have any 
difference of opinion. I think it is proper for a Member of Con- 
gress to transmit to a quasi-judicial body the views of his constituents 
so long as he does not express his own views in an endeavor to 
influence the decision of that quasi-judicial body based upon his own 
position. 

As I understand this evidence, that is what this body did with this 
Commission. They transmitted to a member of the Commission, 
Secretary Weeks, the views of a segment of the economy—the indus- 
try views as to what should be done. 

I don’t understand Mr. Honeywell to say that he or anyone else 
there came to the table and said, “These views are right, this is what 
you should do,” and so on. That is where I think the line should be 
drawn, and it is one that you have to tread carefully. 

The point I am seeking to bring out is, whatever the rule is, what- 
ever standards are laid down, they should apply equally to people 
in the executive branch dealing with the quasi-judicial bodies and to 
Members of Congress. 

The Cuatmrman. The purpose of the inquiry now is to get the facts. 
We are going over this and everybody is free to draw their own 
conclusions from the facts as they are introduced this morning and 
throughout the hearing. 

Mr. Maerz. Mr. Honeywell, if a segment of the industry objected 
to the order which was then in effect regulating futures trading, why 
couldn't they present their views to the Commodity Exchange Com- 
mission through open hearings ? 

Mr. Honrywe i. It is quite possible that they did. 

The Cuamman. Why didn’t they? 

Mr. Honryrweti. That I cannot answer. 

Mr. Maerz. Let me read the last paragraph, if I may, of the press 
release issued by the Department of Agriculture, January 22, 1954: 

Speculative limits in fats and oils were recommended in hearings before the 
Commission in July 1952, after investigation and study of fats and oils futures 
markets in representative periods. After the limits became effective in April 
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1953, the CEA recommended that further hearings be held by the Commission 
to consider special problems of fats and oils manufacturers and processors. 
Such hearings were held in May and July 1953. 

So, therefore, BDSA took this matter up with the Secretary of 
Commerce after hearings had been held by the Commission, and 
while the matter was pending before the Commission. Isn't that 
correct ¢ 

Mr. Honreyrwe t. I believe that it is not correct to say that BDSA 
per se took the matter up with the Secretary of Commerce. I am 
desperately attempting to have it undet ‘stood that this is not an ad- 
visory committee entirely functioning under BDSA, that this is an 
industry conference chaired by the “Assistant Secretary to permit 
industry to express a broad point of view to the top echelon of the 
Department of Commerce. 

Mr. Materz. Let me call your attention again, then, Mr. Honeywell, 
to the excerpt from the minutes which refer to speculative trading in 
lard and oil futures. 

The matter came to the attention of the Food Division—— 

Mr. Honryrwe.u. That is correct. 

Mr. Maerz. That is the Food Division of BDSA— 


which informed the Secretary of the problems stemming from it. 


Would this sentence indicate that the Food Industries Conference 
took the matter up with the Secretary of Commerce, or that your Food 
Division took the matter up with the Secretary of Commerce ? 

Mr. Honrrwewu. That would indicate that the Division took it up 
with the Secretary of Commerce. But it was brought up at a secre- 


tarial conference is the point that I am attempting to have clearly set 
forth in the minutes. 

Mr. Maerz. Do you think it was seemly or improper for a division 
in your agency to have taken this matter up with Secretary Weeks, 
considering his quasi-judicial capacity ¢ 

Mr. Honryweu.. W ell, in the first place, I don’t think that we were 
cognizant of his to -judicial capacity. We referred the matter to 


the Secretary of Commerce as our chief because it was an industry 
matter, not because he was a member of any quasi-judicial body. 

Mr. Maerz. Did you discuss the matter yourself with Secretary 
Weeks ? 

Mr. Honryrwe wt. | did not personally discuss it with him. 

Mr. Maerz. Do you know who did ? 

Mr. Hontywe uz. I do not know. 

Mr. Maerz. Would you supply that information ? 

Mr. Rorer. We will look into it, Mr. Maletz, and see if we can find 
out whether there is any record. 

Mr. Maerz. Give the committee the name of the individual who 
took this matter up with the Secretary of Commerce. 

Do you know, Mr. Honeywell, whether those opposing the order 
suspending spec lative limits had an equal opportunity to make their 
protests known to Secretary Weeks ? 

Mr. Honerwetu. Their protests would have been forwarded to 
Secretary Weeks had they requested such action on the part of the 
Food Division. 
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The Cuatrman. Do you know whether or not the various segments 
of the trade were asked to submit their views ? 

Mr. Honerwewu. That I do not know, sir. 

Mr. Maerz. Could you tell us at this point, if you recall, in what 
way this order was “very unpalatable to industry ?” 

Mr. Honeywe wt. I cannot answer that; I do not remember the 


details. 

Mr. Matrtz. Is it not correct that as a result of this order suspend- 
ing speculative limits on futures trading in lard, cottonseed oil and 
soybean oil, unrestricted futures speculation can take place in those 
commodities ? 

Mr. Honrywett. Mr. Maletz, I am not acquainted with futures 
trading. I have never participated in it myself, and I don’t know 


the details. 
The Cuarrman. I think we have heard enough on this score to make 


it reasonable for me to suggest that the House Government Opera- 
tions Committee consider this matter. And, Mr. Counsel, I am going 
to ask that you submit this portion of the testimony to that commit- 
tee with the request that they make appropriate investigation. 

(On January 13, 1956, the Department of Commerce supplemented 
the record as follows:) 


We have inquired exhaustively into the circumstances attending the suspen- 
sion of trading limits on futures in lard, cottonseed oil, and soybean oil by the 
Commodity Exchange Commission on January 22, 1954. We find that the in- 
ference contained in the report of Mr. Schaffer’s statement, that his actions 
Sonment tip basis for the issuance of the suspension order in question, is not 
justified. 

Dealers, merchandisers, packers, and processors of edible fats and oils urged 
that the existing trading limits on the commodities in question provided unwar- 
ranted interference with their regular day-to-day business operations. Cor- 
respondence along these lines was addressed to the members of the Commodity 
Exchange Commission, including the Secretary of Commerce. Such correspond- 
ence addressed to the Secretary of Commerce was referred to Mr. Jacob Schaffer, 
Deputy Director of the Food Industries Division of BDSA, for his consideration 
and recommendations. 

Although Mr. Schaffer reported to the Secretary of Commerce on the industry 
views, it clearly appears from the press release issued in connection with the 
Commission’s action that the suspension was based upon a recommendation by 
the Commodity Exchange Authority of the Department of Agriculture, after testi- 
mony at public hearings, in the light of changes in patterns of trading and 
speculative activity in the fats and oils futures market. This basis is further 
confirmed by testimony of Mr. J. M. Mehl, Administrator, Commodity Exchange 
Authority, on February 26, 1954, before the Subcommittee on Agriculture Ap- 
propriations, House of Representatives (p. 1155 of hearings, Department of 
Agriculture appropriations for 1955.) 

It appears clear therefore that any implications drawn from the report of the 
statement of Mr. Schaffer that actions taken by the Food Industries Division 
were the basis of the suspension order were inaccurate. 


Mr. Maerz. Mr. Honeywell, you have WOC’s working in your 
agency on a full-time basis, do you not ? 

Mr. Honryrwe.u. Subject to the explanation that I put in the rec- 
ord as to the definition of “full time.” 

Mr. Maerz. Yes, of course. 


Mr. Honryrwetu. Yes. 
Mr. Maerz, I would like to ask you this question: Do you know 
whether WOC’s working on a full-time basis are subject to the Hatch 


Act? 
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Mr. Honerwetu. Why, as far as I know, all Government employees 
not specifically relieved under the Hatch Act are subject. 

Mr. Marerz. All right, sir. 

The Cuarrman. As far as you know, WOC’s are not exempt from 
the operation of the Hatch Act? 

Mr. Honeywetu. As far as I know, they are not. They are Gov- 
ernment employees while they are actively on board. 

Mr. Materz. Mr. Roper, will you supply the committee with a 
memorandum on this subject ? 

Mr. Roper. On what subject? 

Mr. Maerz. There is only one subject; the subject being discussed 
at the present time. 

Mr. Roper. Well, are you talking about the applicability of the 
Hatch Act? May I suggest that I do not think that we are qualified 
to submit such a memorandum. 

The Cuarrman. I think that you can be relieved of that. I think 
that we can handle that ourselves. 

Mr. Harkins. Has the Department of Commerce issued regulations 
governing WOC’s and their activities which state where they would 
be barred under the Hatch Act? 

Mr. Rorer. I do not know, Mr. Harkins, but it is my impression, 
and a rather definite one, that WOC’s are subject to the provisions of 
the Hatch Act and the Department rules may or may not cover that 
point specifically. I do not know. 

Mr. Harkins. Will you submit any such rules that the Department 
has issued ? 

Mr. Roper. If we have them. 

Mr. Keatine. And also inform the committee whether they were 
promulgated under the Secretary or by whom they were. 

Mr. Roper. All right. 

The Cuatrman. You do not have to indicate whether they were 
Democrat or Republican. [Laughter. } 

(On January 13, 1956 the Department of Commerce supplemented 
the record as follows:) 

In accordance with the subcommittee’s request for any Department of Com- 
merce rules under the Hatch Act, there are attached copies of the following: 


1. Department of Commerce Administrative Order No. 202-18 (amended), 
dated March 16, 1950, subject ‘“‘Political Activities” ; 


2. NPA General Administrative Instruction No. 204-5, dated August 27, 1951, 
subject “Political Activities.” (This regulation was adopted by BDSA on 
October 1, 1953.) 

In accordance with advice from Civil Service Commission, these regulations 
have been interpreted to apply to persons employed without compensation under 
the Defense Production Act. 

Mr. Maerz. Mr. Honeywell, you are aware, are you not, that the 
Defense Production Act was amended by Congress on August 9, 1955? 

Mr. Honerwewu. Yes; I am. 

Mr. Maerz. And you are aware that the amendments require each 
agency employing WOC’s to file for publication in the Federal Regis- 
ter the name of each WOC, the title of his position, and the name of 
his private employer? 

Mr. Honeywett. That is correct. 

Mr. Materz. About how many WOC’s does BDSA employ at the 
present time ? 

Mr. Honeyrwe t. I believe the number is 33. 
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Mr. Materz. Thirty-three on an operating basis? 

Mr. HonrywE.u. Operating and consulting. 

Mr. Maerz. And you have three assistant administrators who are 
WOC’s? 

Mr. Honrrwetu. Two. 

Mr. Materz. What about the third? 

Mr. Honeywety. ‘That has been filled with a career employee. 

Mr. Matrrz. You have filled 

Mr. Honrywe.u. One with a full-time paid employee. 

Mr. Materz. And when was that ? 

Mr. Honrrwetu. That has been filled on an acting basis since before 
August 9, 1955, and has been confirmed into a full assignment, a mat- 
ter of possibly a month ago. 

Mr. Materz. That was after you testified before this committee ? 

Mr. Honrywet.. That was after I testified here. 

Mr. Materz. How many WOC’s does the Department of Commerce 
presently have on its rolls as advisers or consultants ? 

Mr. Honrywetu. Well, they are included in the 33 that I have 
named. I would not say specifically, I would estimate 4 or 5, possibly. 

Mr. Maerz. Does the total number of WOC’s on your roll, whether 
in operating positions or as advisers or consultants, who may be called 
on from time to time consist of 33? 

Mr. Roper. Excuse me, Mr. Maletz. Are you talking about WOC’s 
under the Defense Production Act? 

Mr. Materz. I am talking only of the Defense Production Act. 
Do you employ WOC’s under authority other than the Defense Pro- 
duction Act? 

Mr. Rorer. There are 33 as of this morning in BDSA and there 
may be 3 or 4 WOC’s employed under the Defense Production Act 
elsewhere in the Department. 

Mr. Materz. Do you have WOC’s employed under authority other 
than the Defense Production Act? 

Mr. Roper. I don’t know of any. 

Mr. Materz. Do you have any in BDSA? 

Mr. Roper. No. 

Mr. Materz. The Federal Register of Saturday, December 3, 1955, 
indicates that your agency filed data for 25 WOC’s. Do you recall 
that? 

Mr. Honeywett. That is correct. 

Mr. Maerz. You say there are 33. What about the other 8? 

Mr. Honrywe.u. There was a time lag after the issuance on Novem- 
ber 28 of the Executive order setting forth the requirements and the 
criteria, which lag was required by some of the WOC’s, to get their 
specific information from their residences other than in Washington. 

At the present time we have Lr to the Federal Register 32 of 
the total of 33; 25 have been published to date. Others will be pub- 
lished, and there is still one attempting to get the necessary informa- 
tion. 

Mr. Maerz. Mr. Honeywell, this information appeared in the 
Federal Register on December 3—the Defense Production Act amend- 
ment was adopted August 9, 1955? 

Mr. Honrywett. Yes. 

Mr. Maerz. Could you tell this committee why you, as head of the 
BDSA, did not file the information required by the Defense Produc- 
tion Act amendment of August 9, 1955, until almost 4 months elapsed ? 
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Mr. Honryrwet. I would be very happy to explain that. 

In the first place, for every new WOC sworn in we had information 
which in our opinion was appropriate on the day that he was sworn in. 

You will notice that there are two dates in some instances in the 
Federal Register. 

Mr. Materz. That is correct. 

Mr. Honrerwet. The first date is the date that he first made some 
information available. The second date is the confirmation of the in- 
formation as delineated in the Executive order. 

We were advised not to file prior to the issuance of the Executive 
order for publication in the Federal Register until we knew speci- 
fically and exactly what the administration’s position as outlined in 
the Executive order required. 

Mr. Maerz. Did the Executive order change in any respect the 
statutory provision relating to filing this information for publication 
in the Federal Register ? 

Mr. Honrerweui. May I ask my counsel to answer that, sir? 

Mr. Materz. Yes. 

Mr. Rover. Mr. Maletz, maybe I can help a little bit here. 

The Defense Production Act, as you pointed out, was amended Au- 
gust 9, 1955. Shortly thereafter we were engaged in an effort within 
the Department to formulate interpretations under the new language 
of the law regarding financial statements—for example, what was the 
scope of the financial statement and a number of other matters which 
were not entirely clear. 

In August we sent proposed material to the Department of Justice 
asking for their review. That review was transmitted to the Civil 
Service Commission. 

In the meanwhile a Presidential Executive order was formulated 
and we received instructions not to take any action with respect to 
WOC employees until the promulgation of the Executive order. 

The Executive order was not promulgated until November 28. I 
believe we filed in the Federal Register the following day and we sub- 
mitted our statements on 25 out of 33, as I recall, the day after the 
Executive order appeared in the Federal Register. 

Mr. Maerz. Let me read to you section 710 (b) (6) of the amended 
Defense Production Act adopted August 9: 

The heads of the departments or agencies making appointments under this 
subsection (b) shall file with the Division of the Federal Register for publication 
in the Federal Register a statement including the name of the appointee, the 
employing department or agency, the title of his position, and the name of his 
private employer. 

I will read from section 302 (a) of the Executive order promulgated 
November 28: 

The heads of departments or agencies making appointments pursuant to the 
authority delegated by subsection 101 (a) of this order shall, within 30 days 
from the date of appointment, file with the Federal Register Division for publica- 
tion in the Federal Register a statement including: 

(1) The name of the appointee: 
(2) The name of the employing department or agency; 


(3) The title of the appointee’s position; and 
(4) The name of the appointee’s private employer or employers. 


In what respect does section 302 (a) of the Executive order differ 
from section 710 (b) (6) of the Defense Production Act? 

Mr. Roper. I think, substantially, they are alike but I believe, Mr. 
Maletz, that the Executive order says that the required financial state- 
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ment shall be filed within 30 days after promulgation of the Executive 
order. 

Mr. Materz. Is that the only difference, then, that the Executive 
order requires publication 

Mr. Roper. No, sir. May I go a little bit further? 

In respect to the contents of the financial statement 

Mr. Materz. I am not talking about the financial statement. I 
am talking about the statement that has to be filed by the head of the 
agency. I am talking about section 302 (a) of the order. You are 
referring to section 302 (b). 

Mr. Roper. I see; I am sorry. 

Well, let me say this, Mr. Maletz: The statement that has been 
submitted to the Federal Register, as you probably know, is a com- 
bined statement, it appears on one single sheet, or sheets, and contains, 
first, the recital required of the Department of Commerce, and, second, 
the recital required of the WOC employee. 

Mr. Materz. That does not answer my question. My question is, 
In what respect does section 302 (a) of the Executive order differ 
from section 710 (b) (6) of the Defense Production Act amendment 
of 1955? 

Mr. Rorer. I don’t think that there is any change. I do not per- 
ceive any, Mr. Maletz. 

Mr. Maerz. Therefore, it would have been entirely possible for 
your agency to conform to the statutory requirement and file the infor- 
mation required by section 710 (b) (6) without waiting 4 months; 
isn’t that correct ? 

Mr. Roper. It would have been possible; yes, sir. Let me say this: 
As early as the middle of November, when we knew substantially what 
the language of the Executive order woudl be, we made an effort to 
file some 16 financial statements, including the Department certifica- 
tion, with the Federal Register. But at that time the Federal Register 
refused to accept these combined statements for filing until the Execu- 
tive order had been issued. 

Mr. Maerz. In other words 

Mr. Roper. And may I say also that if we can be accused of any- 
thing in connection with these financial statements, the only reasonable 
accusation is that we have been too diligent. 

The Cuarrman. Well, I want both of you to understand that no- 
body is accusing you of anything. 

Mr. Rorer. Thank you. 

Mr. Marerz. Do you recall a letter that was sent by the chairman 
of this committee to the Secretary of Commerce, dated November 7, 
1955 ¢ 

Mr. Honrywe u. I believe I do. 

Mr. Marerz. It is a letter addressed by the chairman to the Secre- 
tary of Commerce and reads as follows: 

On August 9, 1955, the Defense Production Act of 1950 was extended by the 
Defense Production Act Amendments of 1955 to require, among other things, 
that departments or agencies employing personnel on a without compensation 
(WOC) basis file for publication the names of each such employee, the position 
to be held by, and the name of the private employer of the WOC. In addition, 
the amending statute requires that each person serving on a WOC basis shall 
file for publication in the Federal Register a statement of his individual financial 
interests. 
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To date no such data have been filed for publication in the Federal Register 
either by you as the head of the Department of Commerce or by any of the WOC 
employees in your department in accordance with the 1955 amendment. , 

I will appreciate your advising our committee immediately as to the reasons 
for this failure to comply with the provisions of the Defense Production Act. 

In addition, I will appreciate your advising the committee as to what steps 
you contemplate taking to comply with these provisions of law. 


On November 14, 1955, the chairman received a letter from Philip 
A. Ray, General Counsel of the Department of Commerce: 


My Dear Mr. CHAIRMAN: Your letter of November 7, addressed to Secretary 
Weeks, has been referred to me for reply. 

As you probably know, Assistant Attorney General Stanley Barnes of the 
Justice Department has been designated to develop uniform filing requirements 
for the executive branch in this area. We understand that Judge Barnes plans 
to contact you in regard to this matter, and you may expect to hear from him 
in the near future. 


I offer these two letters in evidence at this point, Mr. Chairman. 
The Cuarrman. They will be accepted. 
(The letters referred to are as follows:) 
NOVEMBER 7, 1955. 
Hon. SINCLAIR WEEKS, 
Secretary of Commerce, Washington 25, D. C. 

Dear Mr. WEEKS: On August 9, 1955, the Defense Production Act of 1950 was 
extended by the Defense Production Act amendments of 1955 to require, among 
other things, that departments or agencies employing personnel on a without 
compensation (WOC) basis file for publication the names of each such employee, 
the position to be held by, and the name of the private employer of the WOC. 
In addition, the amending statute requires that each person serving on a WOC 
basis shall file for publication in the Federal Register a statement of his indi- 
vidual financial interests. 

To date no such data have ben filed for publication in the Federal Register 
either by you as the head of the Department of Commerce or by any of the 
WOC employees in your Department in accordance with the 1955 amendment. 

I will appreciate your advising our committee immediately as to the reasons 
for this failure to comply with the provisions of the Defense Production Act. 

In addition, I will appreciate your advising the committee as to what steps 
you contemplate taking to comply with these provisions of law. 


Sincerely yours, 
EMANUEL CELLER, Chairman. 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington 25, D. C., November 14, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, House of Representatives, 
Washington 25, D. C. 

My Dear Mr. CHAIRMAN: Your letter of November 7, addressed to Secretary 
Weeks, has been referred to me for reply. 

As you probably know, Assistant Attorney General Stanley Barnes of the 
Justice Department has been designated to develop uniform filing requirements 
for the executive branch in this area. We understand that Judge Barnes plans 
to contact you in regard to this matter, and you may expect to hear from him 
in the near future. 


Sincerely yours, 
Purr A. Ray, 


General Counsel. 
Mr. Maerz. Mr. Honeywell, is it or is it not correct that WOC’s 
in your agency occupy policymaking positions ? 
Mr. Honerwe t. It is not correct. 
Mr. Materz. Mr. Honeywell, you have testified in your preceding 
appearances before this committee that WOC’s do not have policy 
responsibilities ; isn’t that so? 
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Mr. Honeywetu. That is correct. 

Mr. Maerz. And this is true, even though WOC’s occupy the posi- 
tion of Assistant Administrator in your agency ? 

Mr. Honeyrwe tt. That is correct. 

Mr. Materz. I see. 

Mr. Honeywell, do you recall the minutes of the Lumber, Plywood, 
and Wod Products Industry meeting of February 18, 1954? 

Mr. Honeywetu. Not specifically. 

Mr. Materz. I will read to you, Mr. Honeywell, from page 3 of the 
minutes, in which you are quoted as having said, and I quote: 

BDSA relies heavily on WOC personnel to supplement its limited staff. Men 
fresh from industry are placed at policymaking levels to the advantage of both 
business and Government. 

Do you recall making that statement ? 

Mr. Honryrwe tt. I don’t recall it specifically, no. 

Mr. Mauerz. I will show you the minutes of this meeting, Mr. 
Honeywell, and at the same time I would like to show you the minutes 
of the May 6, 1954, meeting of the Construction Machinery Industry 
Conference. Do you recall that conference? 

(The minutes referred to will be found on p. 1940.) 

Mr. Honerrwetu. Not specifically. 

Mr. Materz. I would like for you to examine, if you will, page 3 of 
the minutes of this meeting, where you said, and I quote—and will 
you listen: 

WOC’s, as they are known, bring the industry’s viewpoint to Government at the 
top policy level, to the advantage of both business and Government, and industry 
is responding to requests for key personnel by making arrangements for their 
tours of duty. At the present time 27 WOC’s from industry have the opportunity 
to bring the viewpoint of industry to the Government. 

Do you recall making those two statements ¢ 

Mr. HonEyrwe tt, I see them here in the minutes. I don’t recall speci- 
fically the occasion ; no. 

Mr. Maerz. Are those minutes accurate ? 

Mr. Honeyrwetu. As far as I know. 

Mr. Maerz. I see. 

Is it not correct, Mr. Honeywell, that the Department of Commerce 
requested the Civil Service Commission to place the Assistant Admin- 
istrators of BDSA in policymaking positions ? 

Mr. Honreywe tu. They are in positions that are designed as sched- 
ule C which, in turn, are known in civil-service parlance as policy 
positions; that is correct. 

Mr. Maerz. They are schedule C? 

Mr. Honryrwewt. The position is rated as a schedule C. 

Mr. Maerz. Would you explain to the committee—— 

The Cuamrman. Excuse me. The Chair notices that there are some 
very distinguished gentlemen who have just entered the room. The 
Chair wants these minutes to note that these men are representatives 
of legislative bodies of countries which are members of NATO. I 
want to welcome these gentlemen, who are here as representatives of 
legislatures of our allies. 

Mr. Keating. Might I suggest, Mr. Chairman, that there are avail- 
able chairs around the committee table, and we may invite them to sit 
up here at our table with us. 
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The Cuatrman. I would be glad to have them do so; I am sure there 
is no objection. 

I have been handed a list of the participants in the NATO leaders 
project for 1955, group 1V. Apparently we have the following here: 

Mr. Angus MacLean, Conservative Member of Parliament, Queens, 
Prince Edward Island, from Canada. Also from Canada, Rene Jutras, 
Liberal Member of Parliament, Provencher, Manitoba. 

From Denmark, Mr. Per Haekkerup, Social-Democrat Member of 
Parliament (Rigsdag), Copenhagen. 

From France, Maurice Walker, MRP Senator (Conseil de la Re- 
yublic), Lille, and Mr. Georges Lamousse, Senator (SFIO. Party, 
Socialists) (Conseil de La Republic), Drouwx. 

From Iceland, Mr. Kjartan J. Johannsson, Conservative Member of 
Parliament (Aithing), Isafjordu. 

From Italy, Mr. Giusseppe Bettiol, Member of Parliament (Cham- 
ber of Deputies) and Head of Foreign Affairs Commission, Rome; Mr. 
Giuseppe Codacci-Pisanelli, Christian-Democrat Member of Parlia- 
ment (Chamber of Deputies), and member Commission Defense, Tri- 
case, Lecce; and Mr. Francesco de Vita, Italian Republican Member 
of Parliament (Chamber of Deputies) and member Commission on 
Defense, Petrosino, Trapani, Sicily. 

From Norway, Mr. Haakon Kyllingmark, Conservative Member of 
Parliament (Storting) and member Committee on Communications, 
Svolaer. 

And from the United Kingdom, Mr. Robert Joseph Mellish, Labor 
Member of Parliament for Bermondsey, London. 

I hope you will forgive me if I have not pronounced your names 
correctly. 

There are some vacant chairs here, and if the members want to 
occupy them, they may feel free todo so. We certainly welcome you 
here. 

You are now listening to the deliberations of our committee. We 
have with us Mr. Honeywell from the Department of Commerce, who 
is flanked by his distinguished counsel, Mr. Roper. 

If there are any questions that you have to propound to us, we 
would be very happy to answer them. We do indeed weleome you 
here. 

Mr. Keatine. I might add that the handsome gentlemen that are 
to our right and left are members of the press. 

Mr. Maerz. Mr. Honeywell, will you tell this committee why, 
on the one hand, you tell an industry conference that the WOC’s in 
your agency serve at top policy levels, while, on the other hand, you 
testify before this committee that WOC’s in your agency have no 
policy responsibility ¢ 

Mr. Keatinc. We might make it clear for our distinguished visit- 
ors that “WOC” means, so that there may be no misunderstanding, 
“without compensation.” 

The CuatrMan. Do you want that question repeated ? 

Mr. Honrrwe tt. I believe I understand the intent of it. Correct 
me if I get off the beam. 

Mr. Materz. Would you like to have the question repeated ? 

Mr. Honetrwetu. No; I think that I have it. 
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I might say, in answering your question, that both of these meetings 
were held early in 1954, a matter of anywhere from 4 to 6 months after 
BDSA was formulated. 

I could easily at that time have used the term “to establish policy” 
without a full recognition of the implications that that meant. 

I might also call to your attention, this was substantially prior to 
the extension of the Defense Production Act, as of August 9, 1955, in 
which that particular point was spelled out in the new legislation. 

Now, I realize that my testimony before this committee was prior 
to the extension of the act, but I also realize that we had in mind that 
type of a change in the act at the time of my testimony before the 
committee. 

I can stand completely on the testimony that I gave this committee 
at previous hearings, that the positions of director of divisions are not 
policy positions. 

As far as the Assistant Administrators are concerned, since the pro- 
mulgation of this act, they have been very carefully restricted in 
their activities. They are doing administrative work with the other 
divisions, and only recommend or advise on policy matters. 

Mr. Materz. Did you issue any internal instructions on this matter? 

Mr. Honryrwe.u. Orally, to the two Assistant Administrators, who 
are just as anxious to conform as we are to have them conform. 

Mr. Materz. My question is this: 

Have you issued any written instructions to the Assistant Admin- 
istrators ? 

Mr. HonEYweEL.. No written instructions. 

Mr. Materz. I see. 

The CHarrman. Have you been aware that I think there were 
instructions that were sent out, promulgated by the Department of 
Justice, that restrained WOC’s in the sense that they were not to 
occupy policymaking positions ? 

Mr. Honrrwetu. At what time was that put out, sir? 

The Cuarrman. I think it was 

Mr. Honeyrwe t. I am not conscious of it. 

The CHatrman. I think that the Department, through Judge 
Barnes, testified that they had given instructions or admonitions or 
advice that WOC’s, were not to occupy policymaking positions. 

Mr. Honrrwetu. May I ask my counsel to speak to that? 

The Cuarrman. Surely. 

Mr. Rorer. Mr. Chairman, I do not recall any such instructions. I 
do recall that rules were laid down, or guidelines laid down, by the 
Department of Justice in connection with meetings of the industry 
advisory group. 

Mr. Materz. Mr. Honeywell, you did tell industry conferences, as 
you point out, in 1954, that WOC’s occupy policy positions, and then 
you testified before this committee in July 1955 that they do not 
occupy policy positions. 

Between 1954, when you made these statements to the industry con- 
ferences, and July 1955, when you testified before this commitee, did 
you change in any respect the duties of any of the WOC’s in your 
agency $ 

Mr. Honeywe tt. Specifically, no; but I want to call further to 
attention my former testimony, which was that undoubtedly I was 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1777 


speaking loosely, without full knowledge of the implications of the 
use of words. 

Mr. Matetz. In other words—— 

Mr. Honryrwe wt. Well 

Mr. Keating. May I see the statement made at the second meeting # 

Mr. Materz. Mr. Honeywell has it. 

Mr. Honreywetu. May I again read the section of the minutes of 
the Construction Machinery Industry Conference on May 6, 1954, 
which you have underscored : 

WOC’s, as they are known, bring the industry’s viewpoint to Government 
at the top-policy levels, to the advantage of both business and Government. 

Now, that does not say that they set policy. They are top people 
from industry. 

Mr. Maerz. Would you read the excerpt from the minutes of the 
lumber and plywood meeting of February 18, 1954? 

Mr. Honeyrwe .. I realize, and I have read that 

Mr. Maerz. Would you read it again? 

Mr. Honerwe t. I will: “Men fresh from industry” 

Mr. Materz. Will you read it from the beginning: “BDSA relies 
heavily” 

Mr. Honreywetu (reading) : 

BDSA relies heavily on WOC personnel to supplement its limited staff. Men 
fresh from industry are placed at policymaking levels, to the advantage of both 
business and Government. 

I admit to the fact that these words are in these minutes, but I 
have attempted to explain to you that I probably was ill-informed at 
the time in using such a term. 

The intent was to bring top-level industrialists to advise, consult 
and assist in the operation 1 of this new agency. 

Mr. Maerz. In other words, before getting off this matter, your 
testimony now is that the statements “and these are not the only 
statements, Mr. Honeywell, that we have—that your statements before 
industry advisory committees that WOC’s occupy policy level posi- 
tions are incorrect; is that right ? 

Mr. Hontywet... That is correct ; they were incorrect statements at 
that time. 

Mr. Materz. Mr. Honeywell, in connection with the August 
9, 1955, amendment to the Defense Production Act, it is correct, is it 
not, that section 710 (b) (3) states, and I quote: 

Appointees under this subsection shall, when policy matters are involved, be 
limited to advising appropriate full-time government salaried officials who are 
responsible for making policy decisions. 

That is correct? 

Mr. Honrywe t. I recognize those words. 

Mr. Maerz. What supe have you taken specifically to carry out the 
statutory requirements ? 

Mr. Honrywe.t. It was not necessary for us to take any steps be- 
cause that was the actual operation and procedure prior to the exten- 
sion of the Defense Production Act, August 9. 

Mr. Maerz. How does the WOC in your agencies distinguish 
between a policy and nonpolicy decision ? 


67271—56—pt. 3-38 
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Mr. Honrrwetu. He is not permitted to make a decision which is 
binding on the Government. 

Mr. Maerz. How can he tell whether a decision is policy or 
nonpolicy ? 

Mr. Honrywetw. I believe that I answered it the first time. He is 
not permitted to make any decision binding on the Government, other 
than for his own localized area in which he is located, and those are 
strictly administrative decisions. 

Mr. Materz. Doesn’t he make decisions in his own localized area 
which may be binding on industry and Government, as well ? 

Mr. Honryrwetu. No. 

Mr. Maerz. In other words, is it your testimony that whether or 
not a WOC makes, or is to make a policy determination, is left to the 
discretion of the WOC? 

Mr. Hontyrwetu. That is not my statement, Mr. Maletz. How is it 
possible for a WOC, as a head of an industry division, to speak for 
the Department of Commerce or to speak for the Business and Defense 
Services, a primary agency of the Department of Commerce? 

Mr. Materz. What about an assistant administrator ? 

Mr. Honeywe tt. They have no more authority to speak for the 
Department or BDSA than does the WOC at the division level. There 
is only one spokesman for the Department of Commerce, and that is 
the Secretary ; and only one spokesman for BDSA, and that is myself. 

Mr. Materz. In other words, what you are saying, in effect, is that 
the limitations in the Defense Production Act of 1955 have not re- 
sulted in any change whatsoever in your operation ? 

Mr. Honrywett. That is correct. 

Mr. Maerz. And the provisions of the Executive order which re- 
state the provisions of the statute, have caused no changes in your 
operation ? 

Mr. Honeywetu. Basically, that is correct. We are continuing to 
operate with much the same type of an operation that we had prior to 
that extension. 

Mr. Maerz. Therefore, would you say, then ,that section 710 (b) 
(3) of the Defense Production Act was a nullity as far as your agency 
was concerned ? 

Mr. Honerweti. No. It merely spells out the exact situation we 
are operating under. 

Mr. Maerz. Mr. Honeywell, do you recall testifying before this 
committee—it is at page 25 of the hearings, if you have them: 

The point that I definitely want to bring out is that these positions as head 
of a division within BDSA are not positions of any stature within government. 
By that I mean they are working positions. They report to career Government 
employees. In many cases long-time civil-service employees. 

Do you recall that statement? 

Mr. Honryrwet. I do. 

Mr. Matetz. To whom do division directors of BDSA report di- 
rectly ? 

Mr. Honerwe tu. Directly? 

Mr. Materz. Yes. 

Mr. Honrrwett. They report through their assistant administra- 
tors, but the decisions are made by Mr. McCoy or myself, McCoy 
being my deputy. 
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Mr. Maerz. You say they report to career Government em- 
ployees. Is it not true that they report to assistant administrators ¢ 

Mr. Honrywe.u. Who are restricted, just as they are themselves. 

Mr. Maerz. My question, again, is this: Does the division director 
report to an assistant administrator ? 

Mr. Honeyrwet. They do. To that extent my former statement 
was wrong. . 

Mr. Maretz. Your statement, your testimony before this commit- 
tee was erroneous ? 

Mr. Honrywe.u. Erroneous in that respect; you are correct. 

Mr. Maerz. And you also testified before this committee that in 
many cases WOC’s report to long-time civil-service employees, plural. 

Mr. Honerwe x. Correct. 

Mr. Matetz. Who are these long-time civil-service employees to 
whom they report ? 

Mr. Honeyrwexu. They will report to staff personnel of the BDSA 
who have the particular responsibility in a given area. 

They also will report, as I said, through Mr. McCoy, at least before 
it comes to me for a final policy decision. He has 35 years in civil 
service. 

Mr. Matetz. That is the only civil-service employee to whom they 
report directly ; is that right ? 

Mr. Honerwetu. Well, according to your former statement they 
don’t report directly to him but when it comes to a matter of deter- 
mining the policy 

Mr. Maerz. Yes. 

Mr. Honryrweu. At that level it is handled by the Administrator 
or Deputy Administrator, and formerly by a Deputy Assistant Ad- 
ministrator. 

Mr. Maerz. Mr. Honeywell, will you tell us just why you hire 
persons on a WOC basis? 

Mr. Honrywetu. Because of their very special knowledge and 
technical ability to be of assistance in a highly technical field. 

Mr. Materz. Isn’t it true that the real reason for the appointment 
of WOC’s is to facilitate and assure the advancement of industry views 
topside ? 

Mr. Honerwetu. Not in relation to the Defense Production Act, 
not in relation to mobilization. 

Mr. Matetz. In other words, it is not correct that you employ 
WOC’s to facilitate and assure the development of industry views 
topside ? 

Mr. HongErwe.u. We have made such statements. 

Mr. Maerz. You have? 

Mr. Honrywe... Undoubtedly, but that is a corollary to the major 
one, which is to advise, consult, and assist in the major defense and 
mobilization functions. 

Mr. Materz. Mr. Honeywell, I call your attention to the minutes 
of the meeting of the Consumer Container and Packaging Industry 
Conference of March 15, 1954, where in the course of this conference 
you stated, and I quote: 

(The minutes referred to will be found on p. 1896.) 

To facilitate the advancement of industry viewpoint topside, BDSA has three 
assistant administrators, all of whom are from industry and serve on a WOC 


aan By this organizational device transmission of industry views topside is 
assured. 
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Do you recall making that statement ? 

Mr. Honryrweu. Not specifically. 

Mr. Maerz. I will show you the minutes of a meeting of the Bicycle 
Industry on March 12, 1954, in which you stated : 

To facilitate the advancement of industry viewpoint topside, BDSA has three 
assistant administrators, all of whom are from industry and serve on a WOC 
basis. By this organizational device transmission of industry views topside is 
assured. 

Do you recall making that statement? 

(The minutes referred to will be found on p. 1891.) 

Mr. HonreyweE.t. It is quite possible. I don’t remember specifically. 

Mr. Maerz. Would you check those minutes ? 

The Cuatrman. What are the dates? One was March 12, 1954. 
What was the other one? 

Mr. Honeywewi. March 15, 1954, and March 12, 1954. 

Mr. Materz. I show you the minutes of the meeting of the Frac- 
tional Horsepower Motors and Generators Industry Advisory Com- 
mittee, dated December 2, 1954, and direct your attention to page 4, 
where it says: 

The WOC’s do much to see that industry’s point of view is properly understood 
and advanced. Also, they return to industry with a better understanding of the 
problems of Government. By furnishing capable men to serve as WOC’s, Mr. 
Honeywell believed, industry is assured of having an adequate voice in drafting 
control measures that may have to be invoked in case of emergency. 

(The minutes referred to will be found on p. 2077.) 

Mr. Honeyweu. Yes; I follow that. 

Mr. Maerz. Do you recall making those statements ? 

Mr. Honrywe.u. Not specifically. 

Mr. Materz. Does the reading refresh your recollection ? 

Mr. Hontywe.u. To some extent. 

Mr. Marierz. Are those minutes accurate ? 

Mr. Honrywe tw. I would assume so. 

Mr. Maerz. Very well. 

These minutes would indicate, would they not, that BDSA hires 
WOC’s so that the industry point of view can be reflected ? 

Mr. Honerwe.t. That is correct. 

Mr. Harkins. And that is so with respect to both defense matters 
and business services, is it not ? 

Mr. Honerweii. We have not in any place said it is for the pur- 
pose of business services. 

Now, if you please, may I review the last thing that you read? I 
think it clearly brings out one of the points that I have in mind. 

; Industry is assured of having an adequate voice in drafting control measures 
that 

Mr. Materz. We will come to that problem after a while. 

Mr. Honerweu. Well, I am specifically attempting to point out—— 

The Cuarrman. But in the two previous excerpts from the minutes 
there is nothing concerning that, is there? 

Mr. Honeyrwetu. Well, it was not specifically recounted in the 
minutes but this one recounts specifically the intent of the WOC’s 
being there. 

The CuatrMan. And you want to emphasize that the BDSA has 
three assistant administrators, and that thereby through this organ- 
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izational device the transmission of industry viewpoints topside is 
assured ? 

Mr. Honeyrwe tt. That is correct. 

Mr. Keatrn«. Is it the purpose to bring out here that there is some- 
thing 4 improper about having the industry viewpoints presented top- 
side? 

Mr. Marerz. We will come to that in a moment, 

Mr. Honeywell, it is the practice of the BDSA divisions to consult 
with industry advisory committees, isn’t that correct ? 

Mr. Honeywetu. Yes, sir. 

Mr. Marerz. And I take it the prime reason for such conferences 
is to make sure that industry viewpoints are known? 

Mr. Honerwe tt. That is correct. 

Mr. Materz. And it is also the practice of BDSA divisions, is it 
not, to depend on trade associations representatives for ready facts 
on industry attitudes and opinions? 

Mr. Honeywetu. That has been done. 

Mr. Materz. In view of the fact that BDSA depends for the 
attitude and opinion of industry on trade associations and industry 
advisory committees, why is it necessary in addition to hire WOC’s 
to present the industry viewpoint ? 

Mr. Honerwetu. The work of the industry advisory committees 
is very spotty. They do not sit in constant session. They come in 
only ona specific problem : set up in a prior prepared agenda. 

The WOC is operating in a line 1 esponsibility. He is on board and 
available for consultation, advice, and assistance in the operation of 
the division at all times. 

Mr. Maerz. Then you do obtain industry viewpoints by con- 
sulting with industry; you obtain industry viewpoints by consulting 
with trade association representatives—is that right ? 

Mr. Honrywetv. That is correct, and also with individuals and by 
letter and by telephone 

Mr. Marerz. Right. 

Mr. Honryrwetv. And by all methods. 

Mr. Materz. And my question is, and I don’t believe you answered 
it, why, since you already have an elaborate mechanism for obtaining 
industry view point, is it necessary also to hire WOC’s for the purpose 
of obtaining the industry viewpoint ? 

Mr, Honrywett. It is one additional step in the chain of making 
sure that our defense and mobilization orders, standby and readiness 
orders, are such that industry can live with, come an emergency. 

We cannot sit in an ivory tower and develop and order that is not 
practical from an operating st: undpoint with the industry concerned. 

Mr. Maerz. Mr. Honeywell, is one reason for hiring WOC’s to keep 
Government personnel from becoming too dogmatic ? 

Mr. Honrywe wu. No. 

Mr. Materz. Let me refer you to the minutes of the meeting of the 
industry conference on November 23, 1954, at page 11, quoting you: 

The WOC program is exceedingly important to BDSA’s operations. Personnel 
Serving in this capacity bring to the Government views fresh from industry and 
do much to keep Government personnel from becoming too dogmatic. 

Do you recall making that statement ? 

(The minutes referred to will be found on p. 1982.) 
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Mr. Honerwett. I don’t recall that. 

Mr. Materz. Let me show it to you. 

The CuatrMan. Would you elucidate on that ? 

Mr. Honrrwetu. Why, Mr. Celler, I would not even attempt to elu- 
cidate on that. I don’t remember the details and I don’t know what 
specifically I had in mind. 

Mr. Keatrne. What is the date of that statement? 

Mr. Honerwetu. November 23, 1954. 

Mr. Kratrne. How long had you been in Washington at that time? 

Mr. Honrrwe tv. I had been in Washington at that time for a year 
and a fraction. 

Now, I do not attribute any particular reason for making such a 
statement, other than the fact that we wanted a full and complete 
and current, up-to-date, résumé of industry point of view. 

As far as the civil-service employees are concerned, much to my 
surprise and a little to my delight, I find I am quoted in a recent bro- 
chure put out of Civil Service, as commending the civil-service em- 
ployees in BDSA. 

So, I am sorry, I am not in a position to detail the explanation for 
that. That happened over a year ago. 

Mr. Marerz. Mr. Chairman, so that the record be complete, I would 
ask that all of the minutes to which reference is made here be offered 
in evidence at the end of Mr. Honeywell’s testimony. 

The Cuarrman. Yes, that will be done; they will be accepted in the 
record. 

Mr. Marerz. Mr. Honeywell, I believe you testified that WOC’s in 
your agency work only on defense-production matters; is that correct ? 

Mr. Honerwetu. Substantially so. I don’t believe that I ever said 
they never did anything else, but their substantial responsibility is 
on the same business 

The Cuarrman. That is the purpose for which they are hired ? 

Mr. Honrywetu. That is correct. 

Mr. Materz. Do WOC’s in your agency work on legislative matters ? 

Mr. Honeywetu. They may make casual recommendations. 

Mr. Maerz. Do they work in tax matters? 

Mr. Honrywetu. Casual recommendations. 

Mr. Materz. Just casual ? 

Mr. Honrywe... Just casual. 

Mr. Maerz. Dothey work on tariff matters? 

Mr. Honerweti. They may make recommendations. 

Mr. Materz. Is that casual, too? 

Mr. Honreyrwewt. That is right. 

Mr. Materz. I show you the minutes of the meeting of the Motor 
Vehicle Industry Conference of April 13, 1954, at page 4 of the min- 
utes, where you are quoted as saying: 

About 26 men so employed for terms of 6 to 9 months on a rotating schedule 
have brought the know-how and enthusiasm of industry to the Department, 
Mr. Honeywell stated. These men assist industry with problems involving 
legislation, taxes, tariffs, and any other matters which business cannot directly 
take up with the Government. 

Do you recall making that statement ? 

(The minutes referred to will be found on page 1913.) 

Mr. Honryrweu. No, I do not. 
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Mr. Maerz. Did I read it correctly ¢ 

Mr. Honeyrwetu. You did. 

Mr. Maerz. And the minutes are true and accurate, to the best 
of your recollection ? 

Mr. Honeywett. This is the way they were prepared. 

Mr. Matetz. At that meeting did you indicate to the members of the 
Motor Vehicle Industry Conference that the ppeeeanten of WOC’s 
in legislation, taxes and tariff, was only casual ? 

Mr. Honrrwe t. I cannot say how clearly I indicated that to those 
people, to the degree of that portion. 

I happen to know specifically that the degree of the work in that 
area is casual. It is a one-time question on a piece of legislation. 
It is a one-time question on a tax matter or something of that nature. 

Mr. Maerz. There could be many one-times, could there not? 

Mr. Honrywe.u. Only once on each subject. 

Mr. Matetz. And then you debar them from working on that 
matter after that once ? 

Mr. Honrerwety. We might call them to make some recommenda- 
tion to the career people who handle those permanent 

Mr. Materz. That is not my question, Mr. Honeywell. You say 
that they work on it one time. Do you mean one time, and one 
time only ? 

Mr. Honrtyrwe.u. I am attempting to say one time if there is a piece 
of legislation that BDSA is requested to comment on for a recom- 
mendation to the Secretary. 

The Cuatrman. Go ahead. 

Mr. Honryrweu. Each division that may have an interest in that 
piece of legislation is permitted to make its position known. To that 
extent if a WOC is on board in that division, he has the privilege of 
expressing a point of view. 

Now, that is what I am referring to when I say a one-time. 

The Cuarrman. What specific example did you have in mind when 
you made that statement; namely, “These men assist industry with 
problems involving legilsation, taxes, and tariffs?” 

You must have had some cases in mind. What were those cases 
that you had in mind when you made that statement ? 

Mr. Honrywe tu. I can’t remember any specific cases that I had 
inmind. I am attempting to explain quite openly that when a man 
from industry is on board in a division he is not precluded from mak- 
ing a recommendation about a matter of legislation or any of these 
other matters that may come through the division for a recommenda- 
tion to BDSA. 

The Cuatrman. Did any of these individuals or WOC’s indicate 
to you that they went beyond merely giving an opinion? Did they 
indicate that they were using any kind of pressure on Congress in 
their official capacity or anything of that sort ? 

Mr. Honrywewt. I know of no cases where they have used any pres- 
sure on Congress in their official capacity. 

The Cuarrman. Did they use any pressure on individual Members 
of Congress? 

Mr. Honryrwe xt. I say I am not aware of such. They are not so 
designated to do that job for BDSA. 

Mr. Materz. Are you familiar, Mr. Honeywell, with the testimony 
of Mr. Leonard Pasek ? 
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Mr. Honeyrwe t. In general. 

Mr. Materz. You read the transcript ? 

Mr. Honeyrwet. I glanced through the transcript, but that was 
quite a while ago. 

Mr. Maerz. Would you tell the committee just where authority 
is found in the Defense Production Act for WOC’s to work on legis: 
lation, taxes, tariffs, and other matters of that nature ? 

Mr. Honrywe t. I believe that that is a legal question that I would 
like very much to have my lawyer speak on. 

Mr. Roper. Mr. Maletz, I think that question was gone into some- 
what extensively when we last appeared before this subcommittee in 
July and August. 

I think the answer given then and the answer I would like to give 
again is this, that in so far as those matters which have a defense 
relationship are concerned, even though incidental, we have permitted 
WOC’s to engage in that type of activity. 

Mr. Maerz. There is no limitation on the kinds of legislation 
these WOC’s can work on, is there ? 

Mr. Roper. I know of none. 

Mr. Materz. I see. Are you aware of the fact, Mr. Honeywell, 
that section 1914 of the Criminal Code makes it illegal, makes it a 
crime for any Government official or employee to receive any salary 
in connection with the services of such official or employee from any 
source, other than the Government of the United States? 

Mr. Honrywett. I have heard that stated. 

Mr. Marerz. And you are aware, are you not, that WOC’s hired 
under the authority of the Defense Production Act are exempted from 
this section 1914, but only if they engage in activities authorized by 
the Defense Production Act? 

Mr. Honrtrwewi. May I have the lawyer talk in terms of this? 
These are legal factors involved. 

Mr. Roper. Generally speaking, that is a correct statement, Mr. 
Maletz. 

Mr. Marerz. It is true, is it not, that to the extent these WOC’s 
employed by your agency engage in activities not authorized by the 
Defense Production Act, a probable or possible violation of section 
1914 of the Criminal Code may be involved ? 

Mr. Roprr. No, I can’t agree with that, Mr. Maletz. The term 
“authorized” is used in a special context in your question. 

The statement I made before, and I would like to repeat it, is that 
the exemption flows from 1914 

The CHatrmMan. Just a minute. 

If our distinguished guests care to leave, they are welcome to 
do so. 

Mr. MacLean. Mr. Chairman, on behalf of all my colleagues we 
regard it as a great honor and privilege to be allowed to join your 
committee this 1 morning and we are much obliged and indebted to 
you all. 

The Cuarrmman. We are very glad to have you with us this morning. 

You may continue. 

Mr. Roper. I am just trying to gather my thoughts, Mr. Chairman, 
and see where we cut off. 

I feel, Mr. Chairman, that the exemption granted by the statute 
and Executive order from section 1914 flows to WOC’s engaged in ac- 
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tivities even though they may have an incidental or remote defense 
relationship, and I think the testimony during previous weeks and 
months has amply demonstrated that it is quite difficult to draw : 
sharp line of demarcation between a defense mobilization matter 
and a business services matter. 

It has been our experience that it is overlapping and it is just about 
impossible to categorically say that a matter can be divorced from 
defense work. 

Mr. Maerz. Your testimony then is that it is, as a practical mat- 
ter, impossible to divorce the activities of a WOC? On the one hand 
he may be working on defense production matters and on the other 
hand he may be working on legislation, is that right? 

Mr. Rorrr. No, I didn’t say that, I said it is very difficult, Mr. 
Maletz, in most cases to distinguish between business services matter 
in the strict sense and a defense matter because of the overlapping 
and because many business services matters have a defense relation- 
ship. 

We are taiking in terms of the entire economy of this country and 
in terms of preparedness against or for a possible emergency. In that 
context, tax matters and tax legislation are significant. In that con- 
text import-export quotas and “taxes and duties do have a real sig- 
nificance in connection with maintaining our mobilization base. 

The Cuatrman. I think that is a very creditable answer. 

Mr. Maerz. Wouldn't it be possible to tell these WOC’s or to in- 
struct these WOC’s, if you will, that they cannot engage in business 
services activities, including legislative activities ? 

Mr. Rorrr. Let me say this, Mr. Maletz. In one case out of many 
WOC employees, at the specific request of the Automobile Manu- 
facturers Association we did make such an arrangement, and that ar- 
rangement, as I recall, has been furnished or the details of that ar- 
rangement have been furnished this subcommittee. 

Mr. Materz. Why didn’t you make the same arrangement with other 
WOC’s from other industries ? 

Mr. Rorrr. Because, Mr. Maletz, no other industry or WOC re- 
quested that arrangement, and in our opinion, it was not necessary to 
make that kind of arrangement. 

However, at the insistence of the automotive industry or the Au- 
tomobile Manufacturers Association we did make that type of ar- 
rangement. 

Mr. Materz. You made this arrangement with the automobile 
industry because the industry was concerned that if WOC’s from 
that industry engage in business services activities they would be in 
violation of section 1914; isn’t that correct ? 

Mr. Rorrr. That is exactly right, Mr. Maletz. That incidentally 
was not our belief, it was the belief of the Automobile Manufacturers 
Association, which was attempting to be extremely careful in fur- 
nishing WOC’s to the Department of Commerce. 

Mr. Maerz. If a WOC works on, we will say, legislative matters 
which are unrelated to the Defense Production Act, he wouldn’t be 
exempted, would he, from the conflict-of-interest statutes by the 
Defense Production Act? 

Mr. Rorer. You say if he devoted interest and time solely to—— 

Mr. Materz. Yes. 

Mr. Rover. Well, let me say this: You recognize, Mr. Maletz, it 
is a hypothetical question because we don’t have any such situation. 
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Mr. Materz. I see. 

Mr. Roper. But I would rather not give you a categorical answer 
because it is conceivable to my way of thinking, Mr. Maletz, that 
a WOC could devote all his time to legislative matters and still be 
performing functions related to activities under the Defense Produc- 
tion Act. 

The Cuarrman. I have my doubt as to that, but it is a hypothetical 
question, you don’t have to answer. 

Mr. Materz. Mr. Honeywell, is it or is it not correct that you allow 
industry to approve or disapprove of the implementation of your 
policy and plans? 

Mr. Honrywett. Would you please restate that question ? 

The CuarrMan. Repeat that, Mr. Stenographer. 

(The question was read by the reporter.) 

Mr. Honrywetu. How in the world do you answer that question ? 

noe not ask industry to approve the implementation of our policy 
and plans. 

I don’t quite know how to answer your question. I don’t understand 
your question, frankly. 

The CuHarrman. Those are the words your superior used. You 
will hear it in a minute. 

Mr. Maerz. Let me read to you from a speech made by Secretary 
Weeks. On June 19, 1953, before the National Sales Executives, Inc., 
Atlantic City, N. J., and I quote at page 2, Mr. Weeks says: 


In more detail, the functions of the proposed Business Services Agency will 
be— 


then there are five subdivisions, which I won’t read, unless you would 


like me to— 


6. See to it that while private business, of course, cannot dictate Government 
policy and plans, it be placed in a position where it can effectively approve or dis- 
approve of the implementation of such policy and plans from the standpoint of 
their practical workability in everyday industrial operation. 

Therefore, my question was based on a statement made by the Secre- 
tary of Commerce. 

‘ould you answer the question, sir? 

Mr. Honryrwett. I still cannot answer the question insofar as it 
applies in BDSA today. We do not turn back to industry to get their 
approval of BDSA policies. 

Mr. Matrrz. Would you say, then, that Secretary Weeks’ statement, 
which I have read to you, is erroneous? 

Mr. Honrywetu. Secretary Weeks’ statement was made 3 to 4 
months before the development of BDSA. 

Mr. Maerz. He said this would be the way BDSA would operate. 
Now, are you saying that BDSA does not operate the way the Secre- 
tary of Commerce said it would? 

Mr. Honrywe uw. I am saying that we do not turn back to industry 
to ask their approval of policies established by BDSA and/or at the 
secretarial level. 

Mr. Materz. I am asking, do you regard Secretary Weeks’ statement 
as erroneous? 

Mr. Honrywewt. I would prefer not to attempt to pass judgment 
on the Secretary’s statement, please. 
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Within BDSA we do not turn to industry for approval of final 
policy decisions at the BDSA level or at the secretarial level. _ 

The Cuarrman. The only way we can get to the motives and inten- 
tions and purposes of the head of any bureau or department like the 
Department of Commerce is to look to the words of the head of that 
department. Secretary Weeks made this statement, which apparently 
gives industry, the right to offer implementation of governmental 
policy. That is what that means, as I know the English language. 

Mr. Honerwetu. Well, as I know BDSA we have never taken 
advantage of that opportunity that he apparently has given us. 

(The following is the speech given by Secretary Weeks on June 
9, 1953 :) 


Text oF ADDRESS BY HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE, PREPARED 
FOR DELIVERY AT THE ANNUAL CONVENTION OF THE NATIONAL SALES EXECUTIVES, 
INc., CHALFONTE-HADDON HALL, ATLANTIo CiTy, N. J., TUESDAY, JUNE 9, 1953, 
AT Noon LUNCHEON 


Acting on the assumption that the Congress will continue in limited form 
vital provisions of the Defense Production Act after June 30—the expiration 
date—the Commerce Department has completed preparations to set up a stream- 
lined organization which we can describe as a business services agency. 

We propose (a) to continue the remaining necessary functions of the Depart- 
ment’s National Production Authority, such as allocation related to defense 
and atomic energy developments, and (0) to establish approximately 20 main 
industry divisions with key advisers, recommended by various industries to 
represent them, and staffed for operation purposes by industrial experts from 
the career service. 

This network adapts and improves some of the features of the current NPA 
industry advisory committees. 

This arrangement will give the public the benefit of the broad experience 
and talent of outstanding business leaders in advising measures to maintain 
the current record prosperity or to meet whatever adjustments or emergencies 
which may arise later. 

The new unit will be coordinated with regular agencies of the Department 
so that not only will government have access to top level business counsel, but 
each segmént of industry will have its own special division for receiving Gov- 
ernment information and service. 

Major divisions are planned for iron and steel, chemicals, electronics, forest 
products, consumer durables, etc. Various other industries will have their own 
special subdivisions under the overall setup. 

The proposed business services agency will be organized as follows: 

The chairman of each commodity division will be an outstanding industrialist 
recommended by his industry and serving full time without pay on a 6-month 
rotating basis. He will be assisted by a capable deputy from the Federal career 
service. 

Members of the advisory committees also will be leaders in their field, serving 
without pay and meeting at periodic intervals. 

Experts in the various fields, from the civil-service system, will carry out the 
required operations in each division. 

That briefly is the overall plan to help business to maintain a high level of 
production and employment and to find opportunities to increase production 
and create more jobs. 

4 In more detail, the functions of the proposed business services agency will 
e to— 

(1) Continue production directives and allocations of materials for defense 
and atomic energy. 

(2) Service the respective industries with specific information. 
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Today a businessman with a problem often is puzzled as to the proper Federal 
agency to contact. Under the new proposal he would contact his industry divi- 
sion and be offered the facilities of the Commerce Department or be directed 
to the appropriate agency in some other department of the Government. 

3) Secure the cooperation of all industries in a mobilization base and post- 
attack program. 

It is planned to conduct this phase of defense so that, wherever possible, 
industries themselves will obtain required data for the Government, thus elimi- 
nating some of the confusing, harassing, and laborious reporting procedures of 
the past. 

(4) Keep up-to-date industry organization plans for crisis, so that operating 
procedures and the nucleus of an operating agency will be ready for immediate 
use in the event of general war or grave emergency. 

(5) Act as the authoritative voice of industry so that the executive branch 
and the Congress may hear the opinions of business and receive helpful infor- 
mation from business on legislative and administrative matters. This exchange 
will be to the advantage of Government, business, and the public. 

(6) See to it that, while private business, of course, cannot dictate government 
policy and plans, it be placed in a position where it can effectively approve or 
disapprove of the implementation of such policy and plans from the standpoint 
of their practical workability in everyday industrial operation. 

In our overall format, we plan to help advertisers, sales executives, and sales- 
men through industry divisions dealing with marketing and distribution problems 
of individual industries; the coordination services of our recently developed 
Office of Distribution; the new business census activities; a new study of the 
movement of inventories; and other projects or continuation of programs. 

This move to establish a valuable successor to NPA is no sudden impulse. Since 
January 20—and even before—we have been in consultation with industrial 
leaders from all over America, including top figures in your own organization. 
We have conferred with government career experts, familiar with the inade- 
quacies of the old system. We have evaluated numerous plans. We have con- 
cluded that a business services agency is the most practical way to do the job 
with the best results at the least cost. 

Let me make one point crystal clear. This is not adding another leg to the 
Federal centipede. This is not enlarging overall bureaucracy. This is an 
efficiency and economy measure. 

This is consolidating several related current functions into a much more com- 
pact and efficient unit which will produce service that will help business to 
earn more money, employ more workers, and, through a knowledge of better 
methods, sell more and better goods at cheaper prices. 

Moreover, by pooling the best brains of industry on the problem of improving 
Commerce services, we expect to find new ways to save money in regular ac- 
tivities which no longer may meet the needs of industry or the times. 

When President Herbert Hoover was Secretary of Commerce he followed the 
intent of the Congress that the Commerce Department—to quote the statutory 
language—should “foster, promote, and develop commerce, manufacturing, ship- 
ping, transportation facilities,” and other phases of industry. He set up industry 
councils which helped production and job expansion. 

But for more than 20 years the Commerce Department—probably because its 
function is to foster business—was treated as a castoff orphan by administrations 
which misunderstood business, burdened business, shackled business, punished 
business, and then—ironically—blamed business for not performing as many 
miracles as it could have done had it been free. 

That’s what the Government did to business for a score of years. That’s 
what Government stopped doing on January 20. 

This administration wants to do positive things to stimulate private com- 
petitive enterprise to give the American people the most healthy prosperity on 
earth. 

When I became Secretary of Commerce I discovered in amazement that the 
direct business services of the Department—the very functions for which the 
Congress had established a Commerce Department—had been so watered down 
that less money for these purposes was in the outgoing administration’s budget 
than was appropriated way back in Hoover's day. 

I’m going to do my best to strengthen these functions so they can do the job 
the law imposes on them the duty of doing. 
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The Eisenhower administration already has removed some of the burdens and 
shackles from business. But in addition to repairing injuries, we plan to take 
constructive action to encourage private competitive enterprise. We seek a stable 
economy and business prosperity because business prosperity means steadier jobs 
for workers and better buys for consumers. 

I have described some of the positive steps the new administration hopes to 
take to help business. But no government—not even a pro-business government 
liberally staffed by former businessmen—can do the job alone. 

Business has been living in an age of controls, regulations, allocations, and 
Government handouts. In some cases even businessmen, who at heart reject the 
theory of paternalism, are still eager to “get theirs’ so long as it lasts. Some 
businessmen who acclaim thrift in general bewail budget reductions that cut off 
their district project, their pet subsidy, their little lap at the gravy spoon. 

Businessmen have become accustomed to an age of state controls, easy money, 
and inflation. They are entering a selling era with stiff competition. If busi- 
nessmen are to enjoy a free market, which they demand, they must have the will 
and the enterprise to make that free market work. 

Sales executives, the destiny of our private competitive system in large measure 
is in your hands. 

Through your enterprise the wants and the desires of the consuming public 
will be translated into sales. Without sales production becomes nothing but 
inventory and inventory nothing but a financial headache. 

Doubting Thomases of our enterprise system may point to adjustments to 
follow eventual defense cutbacks. But smart salesmen’s eyes light up with 
anticipation as they think of new markets, better packaging, premium offers, 
special sales, and the growing customer interest in multiple-unit purchases. 

They see limitless prospects in the shifts from farm to city and from tene- 
ment to suburban home; the high rate of personal income; the increasing num- 
ber of higher educated with higher living standards developed by the climb; 
the prolonged life span of the aged and the boom in babies. 

They know of innovations and inventions frozen on drawing boards until 
war production ends. They foresee the infinite possibilities of research and 
the expansion of hydroelectric power, chemistry, jet propulsion, and atomic 
energy. 

One in every two persons in the working population today is either making 
or selling products which were unheard of at the turn of the century. We 
can do even better in the latter half of this century. 

Sales executives and salemen are by nature optimists because they are 
prophets. They look ahead. Anyone who looks ahead to the America of 
tomorrow cannot help but be filled with confidence. 

Providence has blessed this century with a wealth of national resources. 
Down through the years we Americans have used those resources and our own 
ingenuity to produce the highest standard of living in history. 

Aggressive salesmanship can break even that marvelous record. 

You’ve got in Washington a Congress and an administration and a President 
who believes in giving competitive enterprise and aggressive salesmanship the 
chance to really do their stuff and show the world. 


Mr. Materz. Mr. Honeywell, isn’t it true that small business by 
and large can’t afford to supply WOC’s to come to Washington ? 

Mr. Honerweu. That is correct. 

Mr. Materz. So in other words, the WOC’s in your agency come 
from the bigger businesses ? 

Mr. Honeywe tt. Not entirely. We have many from smaller busi- 
nesses, but you ask a direct question, Can they afford? That is 
always a problem because a small business has a very thin layer of 
top executives. 

Mr. Maerz. In other words, small business can’t spare a top 
official of the stature and competency required for a WOC job; is 
that correct ¢ 

Mr. Honeywetu. In most instances that is true. 
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Mr. Matetz. Therefore, doesn’t that cause the entire WOC situa- 
tion to operate adversely to small business ? 

Mr. Honrywe.u. No. 

Mr. Maerz. Why not? 

Mr. Honrywewu. Merely because a man happens to represent a 
larger company does not mean to say that he is opposed to the small 
suppliers to his company of all the components and products and 
services. 

The CuHarrmMan. Wouldn’t there be occasions where conflicts arise 
as between large and small operators. And if the WOC is in a 
very powerful position, like any advisory position wouldn’t he be 
likely to espouse the cause of his employer in that regard as against 
the operator of the smaller unit? 

Mr. Honerweuyt. Mr. Chairman, my experience has been that the 
WOC who comes from a large company leans over backwards to be 
considerate of the interests of the smaller competitors. He looks at 
the whole industry and not at his individual company. 

The Cuarrman. I hope that is true. 

Mr. HonEywe.u. That is the way we found it. 

The Carman. But I am inclined not to be as naive as that. I 
hope I am wrong. And it is hoped that arrangements can be made 
that WOC’s can represent all segments of an industry and not the 
larger operators. 

We always hear the cry that small business doesn’t get a chance. 
We set up a Small Business Administration, we set up a Small Busi- 
ness Committee in both Houses of Congress to protect their interests 
as against the larger operators. We do that because general experi- 
ence has indicated that people are selfish, not all, but the tendency is 
to be selfish and look after their own interests. The larger operators 
are not inclined to look after anything but their own interests. 

Of course, there may be many extremely public-interest minded 
who will try to envisage in their recommendations all segments, but 
human nature being what it is, many seek to protect their own to a 
most measurable degree. That is probably one of the faults of the 
WOC principle. 

Mr. Honrywetut. Mr. Chairman may I ask a question ? 

The CHarrman. I mean this as not voicing criticism of you or 
your Department. This is a general observation. 

Mr. Honerwetu. Would it be appropriate for me to ask a question, 
a general question ? 

The CHarrMan. Yes, sir, you are free to ask anything you want; 
go ahead. 

Mr. Honreyweuu. The question that I wanted to ask is: Has there 
been any obvious objection on the part of smaller firms to the con- 
tinued functioning of WOC’s within BDSA ? 

The CHatrmMan. Yes, indeed. 

Mr. Honrywe tu. Is that largely pointed to a hearing of a sub- 
committee of the Small Business Committee related to the alumium 
industry ¢ 

The CHarrman. We have received communications and I have had 
conversations with people on this subject. 
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Mr. HonEywe tu. Well, these are facts unknown to us. The reason 

I wanted to bring out that point is that we have had no such criticisms 
levied at the operation within BDSA. 
} Mr. Maerz. Mr. Honeywell, further answering your question, 
executives of small business trade associations have come to us and 
stated that they would not provide information to BDSA because the 
particular industry division was headed by a WOC who represented 
a larger company in the industry, and the smaller companies feared 
that any information provided would be transmitted to their larger 
competitors. 

Mr. Honrrwett. That is unknown to me. 

Mr. Materz. And that is not an isolated situation. I think you 
can be assured of that. 

If we may turn to surplus property, it is true, is it not, that 
under established criteria your agency, BDSA, receives information 
on military selling activities? 

Mr. Honrywetu. That’s correct. 

Mr. Materz. I take it the purpose of BDSA receiving such in- 
formation is to evaluate the impact such sales might create and then 
make recommendations accordingly to the Department of Defense? 

Mr. Honryrwewu. That is correct. 

Mr. Materz. Are you aware of the fact, Mr. Honeywell, that the 
Government generates over $1 billion worth of surplus a year? 

Mr. Honrywett. I thought it was greater than that, but I am 
aware of that figure, at least. 

Mr. Materz. It is at least $1 billion a year? 

Mr. Honeyrwe i. That is my understanding. 

Mr. Keatine. What does that mean, generate surplus? 

Mr. Materz. Sell surplus. 

The Cuatrman. Obsolete materials. 

Mr. Keating. You mean they sell; you don’t mean they get $1 
billion a year for it? 

Mr. Materz. No; what I had in mind, Congressman Keating is 
that the Defense Department, as I understand it, sells as surplus over 
$1 billion worth of commodities, personal property, a year. Is that 
your understanding ? 

Mr. Honeryrwetu. That is correct. But you must also remember, 
that is not all new property, that is used, worn out, and all types of 
supplies. 

fr. Keattne. You mean carried on their books at over $1 billion, 
is that what you mean ? 

Mr. Honrywe tu. I believe the figure is acquisition cost. 

Mr. Keatine. Acquisition cost ? 

Mr. Honeywewtt. Which is quite different from the value of a prod- 
uct, or a tool that has been in use for 10 years or something. 

Mr. Matetz. In your judgment, Mr. Honeywell, about how much 
surplus property does the Defense Department sell in a year? 

Mr. Honreywetu. That I do not know. 

Mr. Materz. You say it is over $1 billion. I think one figure is- 

Mr. Honerywett. No, Mr. Maletz, excuse me. You talked first about 
a figure of generating. Now, the actual sales, as against the amount 
generated, I am not aware of. 
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Mr. Keating. Well, generate doesn’t mean sell, it means become 
surplus. 

Mr. Honreyrwet.. It’s declared surplus, that’s correct. 

Now, as to the dollar value of what they sell or what they recover 
therefrom, I am not informed. 

The CuarrmMan. But the purchase value of that property declared 
surplus is about $1 billion a year? 

Mr. Honryrwe.t. That’s my understanding. 

The CuHatrMan. Go ahead. 

Mr. Maerz. Mr. Honeywell, is it correct that BDSA has an 
agreement with the Department of Defense whereby the Department 
will not dispose of surplus property unless it first receives BDSA 
recommendations ? 

Mr. Honryrwewu. There is an agreement. I have not reviewed 
it in recent. months. 

I do not know that there is in that agreement a definite commitment 
on the part of the Department of Defense that they won't sell. There 
is an agreement that they will refer lots to be sold and will accept 
recommendations from BDSA. 

Mr. Maerz. As I understand the situation, when the Depart- 
ment of Defense plans to dispose of surplus property, it first consults 
with the appropriate industry division of BDSA, and that industry 
division consults with the industry affected in order to insure that 
the property disposed of will have the least impact on the normal 
channels of trade. Is that a fair statement ? 

Mr. Honerwe.L. That’s a fair statement. 

Mr. Materz, It’s correct, is it not, that the Industry Division 
of BDSA may be headed by a WOC ? 

Mr. Honrrwetut. That I don’t know. It could be. 

Mr. Materz. It could be; all right. It is fair to conclude, is it not, 
that the WOC, as head of the Industry Division of BDSA will make 
a recommendation to the Department of Defense with respect to the 
disposal of surplus property ? 

Mr. Honerwetu. Not unilaterally. 

Mr. Maerz. What do you mean by that ? 

Mr. Honeywetu. In other words, he won’t use his judgment only. 
He is not the only man consulted, is what I am attempting to bring out. 

Mr. Materz. Oh, yes, but he will be consulted ? 

Mr. Honrrwe.u. He will have an opportunity to express a point of 
view, as will the industry concerned, as per your earlier statement. 

Mr. Maerz. In other words, the head of an Industry Division in 
your agency will be able to make a recommendation respecting disposal 
of surplus property affecting not only his own industry, but his own 
company; isn’t that right ? 

Mr. Honryrwe.. To the extent that they might be involved in the 
industry. 

Mr. Materz. Do you think it is seemly and proper for a WOC to be 
placed in such a position ? 

Mr. Honrywe.u. In my own thinking, Mr. Maletz, I cannot believe 
that there is any element of conflict of interest involved in such a 
recommendation. 

The decision is in the hands of the Department of Defense. This is 
a mechanism to advise them of potential impacts prior to their decision 
on final action. 
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The CHarrMan. Yes, but it’s possible, is it not, for the WOC to 
recommend something that might be of advantage or disadvantage 
to his own company in those circumstances / 

Mr. Honerwe.u. To the extent that it is acceptable to the division. 
He is not alone in his division. He has other men to consult and work 
with, and they have acquired information from the industry as to 
what this impact will be, or what they would like to recommend as a 
means of the Government disposing of this surplus to the best inter- 
ests of the American public, both in recovery of dollars and in the 
minimal effect upon the existing continuing production and distribu- 
tion lines. 

Now, he is the only person in that overall picture. Industry, 
whether they are represented by a WOC, whether they are repre- 
sented by a trade association executive, whether they are the head of 
a company or from whatever source, have a perfect right to express a 
point of view. 

Mr. Maerz. But in this case they are Government officials; aren't 
they ? 

Mr. Honeywe.i. The WOC is a Government official. 

Mr. Maerz. So their views, their recommendations will have 
greater impact, will they not, in the Department of Defense than just 
the industry point of view? 

Mr. Honryrwetu. That is not written into any agreement, as I said. 
As far as I know in that agreement they are not obligated to take our 
recommendations. 

Mr. Materz. I understand that. My point is, the WOC, coming 
from an industry, is head of one of your industry divisions, and he 
makes a recommendation, does he not, to the Department of Defense ? 

Mr. Honeyrwe i. He will sign, possibly, the recommendation that 
goes over. It may or may not be part of his creation. Any recom- 
mendation which is transmitted however, must be approved by the 
Administrator or the Deputy Administrator of BDSA. 

Mr. Maerz. He is making a recommendation as a Government 
official; is he not? 

Mr. Honeywe tt. Right. 

Mr. Maerz. Isn’t it natural that the Department of Defense will 
give greater weight to his recommendation than to the industry point 
of view? 

Mr. Hontrwewu. No, because—— 

Mr. Matetz. Precisely because he is a Government official. 

Mr. HonetyweE uw. Substantially he is presumed to be giving the in- 
dustry’s point of view in that recommendation; it’s not his personal 
recommendation. 

Mr. Maerz. He is not acting as a Government employee who is 
supposed to be representing all sides. 

Mr. Honrywe.t. He is representing all sides, just as much as the 
deputy, who is a career man. 

This is a broad approach to a broad problem without specific ref- 
erence to any company or to his relationship to any company. 

Mr. Materz. Are you saying that the WOC will not recommend to 
to the Department of Defense, the industry point of view! 

Mr. Honeyrwet. I am saying he will recommend. 

Mr. Materz. He will. 

Where, in the process, does the public have a chance? 


67271—56-—pt. 3——_39 
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Mr. Honrywe tt. All these sales are published way in advance. 
The public is—pardon me, I can’t use the word “public”—the industry 
involved, where it is a quantity or a product that would have tremen- 
dous impact, have been contacted by a division of BDSA, not neces- 
sarily by the WOC, but any other member of that division, to get 
their point of view. 

We even go so far as to ask committees or groups from that given 
industry to come in and advise on the subject. 

Now, I can’t say that that is the public, but it is the affected indus- 
try. The trade association, if you please, will be asked for a point 
of view, to give it as broad coverage as possible. 

Mr. Maerz. And you see in that situation no built-in conflict of 
interest; is that correct ? 

Mr. Honerwe tt. I do not see anything in that situation that would 
represent a built-in conflict of interest. 

Mr. Maerz. Will you explain why you do not see a built-in conflict 
of interest ? 

Mr. Honrywe.u. Because it is a recommendation which must stem 
from the industry involved from which the average career employee 
just isn’t knowledgeable. He doesn’t know and he could not possibly 
make a recommendation from his own knowledge as to the effect of the 
sale of a billion Dixie cups on the paper cup industry. 

Mr. Maerz. Isn’t the career Government employee in a position to 
obtain the viewpoint of industry through industry advisory commit- 
tees and trade associations ? 

Mr. Honeywewu. He does and may well have handled this whole 
matter. I mean, there is no criteria established that this must be done 
by a WOC. 

As I said earlier in my testimony, the WOC’s contact with the whole 
thing may merely consist of putting his initial on a memoranda of 
recommendation. It is not a specific assignment reserved for a WOC, 
it is a broad service that the Department of Commerce is attempting 
to render to the Department of Defense. 

The Cuarrman. It is more than merely putting an initial on a 
recommendation. He is in a key position and he can influence the 
decision. He may not be able to direct the final decision but he is in 
a paramount position to help formulate a decision that is acceptable. 
And I think & ongress has to direct itself to this problem and I think, 
to use the phrase. Mr. Maletz used, there is a sort of built-in conflict 
there. 

Mr. Honryrwe vy. I am sorry that I can’t agree with that conclusion 
simply because in that particular area we see no element of a private 
interest on the part of any one company involved in this. 

Mr. Maurrz. Let’s take this specific situation: You take a WOC 
who comes from a specific industry. He is head of one of your 
industry divisions; surplus property is to be disposed of by the De- 
fense Department, surplus property manufactured by this “industry. 
This WOC obtains his compensation from this private employer 
who will be deeply affected by the Defense Department disposal, and 
you say that in that situation there is absolutely no possibility or 
there is no built-in conflict of interest ? 

Mr. Honrywe tt. I can’t see it because the same man who today 
might be here as a WOC, tomorrow or yesterday may have been in 
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his company and may have been asked by telephone what effect will 
this have on your company. He can have the same statement there. 

Mr. Materz. Put it this way: Will not the point of view of the 
WOC’s company have considerable weight in the recommendation 
that this WOC will make to the Department of Defense concerning the 
disposal of surplus property ? 

Mr. Honeyrwe t. It will have weight by virtue of his knowledge 
of his company. 

Mr. Materz. And by virtue of the fact that he obtains his compen- 
sation from the company ? 

Mr. Honerwetw. No, I don’t think that the compensation has any- 
thing to do with it. This is a matter of knowledge of the industry 
which can only be secured from the industry. 

Mr. Maerz. And the fact that this WOC’s entire future is bound 
up with the company and not with the Government you say will have 
no impact whatsoever on his recommendation to the Defense De- 
partment ? 

Mr. Honrywe.u. None, in my judgment. 

The CHarrman. Men usually know what side their bread is but- 
tered on. 

Mr. Honryrwe tw. I am afraid there is a different point of view 
involved here, Mr. Chairman. I don’t wish to belabor it 

Mr. Keatine. The point of view entertained by counsel is con- 
trary to the appraisal of these WOC’s by the last seven Secretaries 
of Commerce, all of whom have praised them in the highest terms 
and said they are men of outstanding ability and character and in- 
tegrity who would not lend themselves to making a decision in their 
own interests where they conflicted with the Government. I haven’t 
any reason to doubt the words of the last seven Secretaries of Com- 
merce in that regard. 

The CHarrmMan. But there was never a case where those Secretaries 
of Commerce passed upon the merits or demerits of WOC’s working 
on surplus-property matters. This is a different subject. 

And, with reference to WOC’s, while we are on it, the former Presi- 
dent of the United States, President Truman, castigated the activities 
of WOC’s unmercifully. When he was head of the Senate committee, 
he investigated WOC’s and said they should be abolished. 

Mr. Keatrne. He must have differed with the present Governor 
of New York. 

The Cuarrman. He has differed with him on a great number of 
occasions. 

Mr. Kerattne. Not very often. Now they are right together. 

But in this respect, Governor Harriman shared the views of Sec- 
retaries Weeks and Sawyer and others to the effect that these WOC’s 
had done a great service to the country. 

Mr. Maerz. Mr. Honeywell, I hope that you did not infer my ques- 
tioning as implying any criticism of individual WOC’s. My point is 
this: Aren’t they put in an untenable position, particularly in this 
surplus-property area ? 

Mr. Honeyrwetu. May I answer that in a different way, please? 

Mr. Maerz. Yes, of course. 

Mr. Honrerwetxt. BDSA is in an untenable position as far as 
adequately representing industry’s point of view on the sale of this 
surplus. 
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When we started in this operation we had a uniform response from 
industry, “Don’t let them sell it,” which is quite obviously to the 
financial benefit of the industry. They have made one sale; “Don’t 
interfere with my next sale.” 

That is perfectly logical, perfectly reasonable; and our immediate 
response to that was, “We will never send that type of a bold recom- 
mendation to the Department of Defense.” 

Mr. Kearine. Are you finished, Mr. Honeywell ? 

Mr. Honeywewt. I hadn’t quite finished my point. 

I wanted to bring out the fact that we are insisting that industry 
make a constructive suggestion so that the public interest in the 
recovery under this declared surplus will be at the maximum, with 
as little upset to the going economy as is possible to accomplish within 
that equation. 

That, I believe, completes my thought there. 

Mr. Maerz. Mr. Honey well, you, I think, testified the last time 
you appeared before this committee that you have disqualified WOC’s 
from participating in making recommendations with respect to tax- 
amortization certificates; is that right ¢ 

Mr. Honrywe.u. That is correct. 

Mr. Maerz. Have you ever given consideration to disqualifying 
WOC’s from making recommendations to the Department of Defense 
regarding the disposal of surplus property ¢ 

Mr. Honrywet., I certainly have not, because I think that it is 
built in to use any source of industry knowledge for the benefit of the 
Department of Defense. 

The purpose of developing this arrangement was to avoid the 


Department of Defense having to duplicate the type of service that 
we were prepared to offer them because they needed industry’s point 
of view in formulating their judgment as to poner. 


Mr. Materz. Why, on the one hand, did you disqualify WOC’s 
from participating in tax amortization matters and, on the other, 
allow them to participate in surplus property matters ¢ 

Mr. Honeyweu. Well, there is an inherent difference between the 
two. 

Mr. Maretz. What is the difference ? 

Mr. Honrywe.u. The tax amortization case that is up for con- 
sideration is an individual company case. The subject matter of dis- 
posal of surplus is a vast mound of material here, and a large number 
of producers or distributors of that material here. 

Mr. Maerz. Suppose you had only three companies 

The Cuatrman. Is it possible for the company of the WOC to be 
a bidder or a purchaser of that property ? 

Mr. Honrywett. Not the WOC per se; no. 

The Cuarrman. His company ? 

Mr. Honrywe.t. Well, there is a possibility, but that is an open 
public bid, and how that ball may bounce there is entirely up to how 
much they are ready to pay for it. 

The company has no inside knowledge as to what the decision of 
the Department of Defense is going to be, whether they do or do not 
offer it for sale. 

Mr. Materz. Is that an invariable rule, that surplus property is 
disposed of by open, competitive bid ? 
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Mr. Honryrwetu. Well, to my knowledge, that is the method of 
disposal. There may be other ambos which may be known only to 
the Department of Defense. I don’t know all their methods of 
disposal. 

Mr. Maerz. In other words, there may be other methods of 
disposal ? 

Mr. Honryrwe.u. There may be. 

The Cuamman. Wouldn’t the WOC place his company in a very 
favorable position, to get a lot of information which may not be avail- 
able to others who might be competing for the purchase of that 
property ? 

Mr. Honeywetu. The only information, Mr. Chairman, that he 
can get is what is the overall industry point of view about making 
this surplus available for sale. He gets no other information that 
isn’t available to all bidders when the material goes on the market. 
There is no inside specification, detailed information, not available 
to the public. 

He is working on the philosophy of getting the most for the tax- 
payer’s dollar on the one side, and trying to preserve the minimum 
of upset to the industry on the other. 

Mr. Maerz. Do you recall being present at the Industrial Fast- 
eners Manufacturers Industry ¢ ‘onference on November 23, 1954? 

Mr. Honryrwe.u. Not specifically, but probably I was. 

Mr. Materz. I show you the minutes of this conference and I ask 
you to turn to page 14. And while you are turning to page 14, I will 
quote it. 

Mr. Ralph Spencer, staff officer for disposal of the Department of 
Defense, stated at that conference, and I will quote the minutes: 


— 

To indicate the magnitude of surplus property problem, Mr. Spencer noted 

that in 1952 such stocks amounted to $600 million. Estimates for the current 

year are $2.2 billion. Most of this increase can be attributed to the Korean 

emergency. The return on sales averages 5 to 7 percent. While industry 

might consider this a poor return, it must be remembered that much of the prop- 
erty is used, obsolete, or shelf-worn. 


Do I read that excerpt from the minutes correctly ? 

(The minutes referred to will be found on p. 1982. ) 

Mr. Honrywe tu. Correct. 

Mr. Maerz. Has BDSA been disturbed by the fact that the rate of 
return on the sale of surplus property has averaged only from 5 to 7 
percent ¢ 

Mr. Honrywetu. Very much. 

Mr. Maerz. What recommendations has BDSA made to the De- 
partment of Defense in order to improve the rate of return? 

Mr. Honryrweti. We have made many different types of recom- 
mendations 

The CuarrmMan. Before you answer that further, may I ask whether 
this means that on a purchase value of $1 million, this shopworn ob- 
solete, surplus property when sold will only bring 5 to 7 percent of 
that $1 billion ? 

Mr. Honerwetu. Of the original purchase price. 

The CuarrMan. Five cents to seven cents on every dollar ? 

Mr. Honrrwewu. That is the statement of Mr. Spencer represent- 
ing the Department of Defense. 
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The Cuarrman. Go ahead. Proceed with your answer about the 
recommendation. 

Mr. Honrywetu. In every individual case there is a different type 
of recommendation. There is one in particular that I happen to 
remember something about, having to do with a vast surplus of leather 
half soles. The vast surplus if thrown on the market for 1 bid, 1 sale, 
would have brought practically nothing to the Department of De- 
fense because of ‘its size, its shopworn condition, its age; whereas 
if it were put out on a distributed basis over quarterly : amounts, it 
would not wreck the industry and presumably it would bring a 
higher level of return to the Department of Defense. 

That was a recommendation made by BDSA to the Department of 
Defense. 

Mr. Maerz. And the reason for your recommendation, I take 
it, was that you did not want to disturb the market ? 

Mr. Honrrwe i. That was in part. The other part was to get more 
than 5 or 7 cents. 

Mr. Materz. Have you ever pointed out—have you ever recom- 
mended specificially that property should not be sold, or the sale 
should be staggered so that the rate of return of the Defense Depart- 
ment might be increased ? 

Mr. Honrywe.u. I don’t know that that’s in the wording of the 
memo, but that certainly has been in the thinking of the recommenda- 
tions of BDSA. 

Mr. Materz. Is it not true that BDSA is primarily concerned, in 
the surplus-property question, with disturbance of the market ? 

Mr. Honrrwe.i. We have the same concern that you and any other 
American has, and that to get the greatest financial return to the tax- 
payer, as well as the disturbance to the market. We have both. 

Mr. Materz. My question is whether your primary concern is to 
avoid disturbing the market. 

Mr. Honrywewt. Our primary obligation is the minimal disturb- 
ance to the market, because we are the Department of Commerce. 

Mr. Maerz. Mr. Honeywell, I’d like to turn to the question of 
industry advisory committees. Do you recall testifying before this 
committee—and I quote from page 22 of our hearings on WOC’s 
and advisory groups: 

In 1950 the Department of Justice suggested certain guidelines, the observance 
of which would tend to minimize the possibility of violation of antitrust laws 
which might stem from Government-sponsored meetings with industry groups. 
BDSA’s industry meetings are all conducted in strict conformity with these 
guidelines. 

Do you recall that testimony, sir ? 

Mr. Honerwetn. Approximately. 

Mr. Matrrz. Is it a fact that BDSA’s industry meetings are so 
operated ¢ 

Mr. Honrrwetu. To the best of our ability it is. 

Mr. Maerz. One of the criteria laid down by the Department. 
of Justice is that the meetings, industry advisory meetings, should be 
called and chaired by full-time Government officcials ; isn’t that right ? 

Mr. Honeywetu. That’s correct. 

Mr. Materz. Are you familiar with the fact that under these stand- 
ards a WOC is not regarded as a full-time Government official and 
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therefore, could not act as chairman for industry advisory committee 
meetings ? 

Mr. Honeywe tt. I am not so aware. 

Mr. Materz. Let me refer you to Judge Barnes’ testimony. Judge 
Barnes is, as you know, head of the Antitrust Division. On Thursday, 
August 4, 1955, at page 550, he testified, and I quote: 

At an early date, let me emphasize, it was well settled that under these 
standards a Government representative could not be a WOC. Thus on June 
11, 1951, Assistant Attorney General H. Graham Morison was asked before 
this committee: Would you construe a “Government full-time official” as meaning 
a “full-time salaried Government official?’ In reply Mr. Morison answered, yes. 
Mr. Morison continued “I say that for a number of reasons. I think there is a 
major responsibility not to put these people’— 


referring to WOC’s— 


“whose status is in an indefinite category into any position which would be 
subject to criticism and complaint and it is a part of the general area of respon- 
sibility in protecting these people from that sort of thing. I think it is of vast 
importance that we develop our corps of full-time Government employees in their 
capacities and abilities to run these committees themselves because at least you 
can say that a Government employee has the impartiality that is essential.” 

Do you recall that testimony ? 

Mr. Honryrwetu. No; I was not present. 

Mr. Materz. You didn’t read the transcript ? 

Mr. Honryrwe t. I didn’t read the transcript on Judge Barnes. 

Mr. Materz. Were you familiar with the fact that the Department 
of Justice regulations on the subject precluded a WOC from acting as 
Government presiding officer at an industry advisory committee meet- 
ing? 
Mr. Honerwe wu. That is a matter between Justice and our counsel. 
May I ask our counsel to speak on that? 

You made a very definite statement there and we cannot subscribe 
to it. 

Mr. Roper. Mr. Maletz, I am aware of the position of Mr. Mor- 
ison 

Mr. Maerz. Of the Department of Justice, and Mr. Barnes too? 

Mr. Roper. That’s right, and I have a general recollection of read- 
ing Mr. Barnes’ testimony along those lines. 

One of the five criteria, recommended criteria laid down by the 
Department of Justice, reads that a meeting must be chaired by a 
full-time Government official. From the very first day of NPA, and 
consistently into BDSA, we have considered that a WOC qualifies 
under this requirement, bearing in mind as you quoted from Mr. 
Morison and the current Assistant Attorney General. 

I'd like to refer to a statement made in a report by the Monopoly 
Subcommittee of this very same committee in 1951 in connection with 
the views of Mr. Morison with respect to which the Department of 
Commerce sharply disagreed. 

In that report 

Mr. Matetz. That is page 33 of the report ? 

Mr. Roper. I don’t have the page reference, but may I read it, 
please ? 

This statement was made in 1951 in a report of this subcommittee : 

The subcommittee feels that the position taken by Mr. Morison— 


the Morison of the Department of Justice— 
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is unreasonable. If the Government can entrust a WOC with the responsibilities 
of a division head, certainly he can be authorized to preside at an industry 
advisory committee meeting. 

Mr. Marrerz. Your reading is quite correct. 

Mr. Keatine. You mean this very committee made that statement ? 

Mr. Honrywetu. This very committee in 1951. 

Mr. Marerz. Did this committee then subscribe to the principle 
that a WOC should be a division head ¢ 

Mr. Roper. I do not know to what the committee subscribed in 1951. 

Mr. Maerz. In other words the committee pointed out that if a 
WOC could be a division head he should also be allowed to be a 
Government presiding officer at these advisory committee meetings 4 

Mr. Roper. I think that is very logical, and the fact is that WOC’s 
historically, at least since 1950, have been division heads. 

Mr. Materz. But, my question is, Did this committee subscribe to 
the principle that a WOC should operate as a division head ? 

Mr. Roper. You are asking me a question, Mr. Maletz, that’s pe- 
culiarly within your own knowledge. You’d be better qualified to 
answer that question. 

Mr. Maerz. You can’t answer the question ? 

Mr. Roper. No, sir; I can’t. 

Mr. Keatine. I don’t think the witness ought to be asked to tell 
what’s going on in the minds of the Members of Congress. 

Mr. Maerz. I think, Mr. Keating, the record speaks for itself. 

You are familiar, though, with the fact that the regulations of the 
Department of Justice prohibit a WOC from acting as a Government 
presiding officer in industry advisory committee meetings? 

Mr. Rover. No, sir; 1am sorry. We operate, and we have for more 
than 5 years, been operating under recommended guidelines by the 
Depar tment of Justice. One of those, as I said before, was that a meet- 
ing should be chaired—and, bear in mind, this is a recommended cri- 
terion—should rahe by a full-time Government official. I merely 
say that for 5 years, the Department of Commerce, including the Na- 
tional Pveleolinn Authority and the Business and Defense Services 
Administration, has interpreted this recommended criterion as author- 
izing a WOC tochair a meeting. 

Mr. Maerz. Despite the fact that Mr. Morison and Judge Barnes 
testified to the contrary ¢ 

Mr. Roper. Well, despite that fact, and I’d like to point out, too, 
Mr. Maletz, that the language in this recommended criterion does not 
read, “A full-time salaried Government official”; it merely says “full 
time.” And if Mr. Morison and Judge Barnes want to change the 
recommended criteria, I think it would be perfectly appropriate for 
them to address another communication to the Government agencies 
involved, stating that fact. 

Mr. Marerz. But you don’t regard Mr. Morison’s testimony and 
Judge Barnes’ testimony as interpreting these criteria ? 

Mr. Roper. Yes; it isan interpretation, but if it is 

Mr. MAterz. It is not acceptable to you, though ? 

Mr. Roper. Well, I would say this, that the Department of Commerce 
has placed a different interpr etation upon this recommended criteria. 

Mind you, there is nothing mandatory about it, Mr. Maletz, and 
I want to point out also that apparently in 1951 this subcommittee 
agreed with the Department of Commerce. 
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Mr. Maerz. But you say, as I understand you, that you think it in- 
cumbent now upon the Department of Justice to interpret its cri- 
teria / 

Mr. Rorrr. Well, I merely suggest this: That if it is a firm and 
positive position—and I became really aware of it shortly after Judge 
Barnes testified—that under no circumstances should a nonsalaried 
employee be permitted to chair an advisory group; I believe it would 
be perfectly appropriate for the Department. of Justice to make those 
views known to all the Government agencies involved, because it’s 
my recollection that the October 1950 “letter containing the recom- 
mended criteria from the Department of Justice went to a very sub- 
stantial number of Government agencies, including the Department of 
Commerce. 

Mr. Maretz. Judge Barnes testified before this committee on Au- 
gust 4, 1955, and his testimony, I take it, was understood clearly 
by you. You have no doubt about his testimony concerning the fact 
that WOC’s cannot act as Government presiding officers ? 

Mr. Roper. I will say this, that when we received the transcript of 
Judge Barnes’ testimony, of shortly thereafter, I read his testimony and 
I didn’t think there was any ambiguity as such in any parts of his 
testimony so far as I can recall, Mr. Maletz. 

Mr. Materz. After August 4, 1955, have WOC’s acted as Gov- 
ernment presiding officers at industr y advisory committee meetings ? 

Mr. Roper. I don’t know, Mr. Maletz, but I would like to say this, 
that that internal rule of the Department of Commerce or BSDA 
authorizing WOC’s to chair meetings has not been changed. 

Mr. Materz. In other words, under your rules, WOC’s can still 
operate as Government presiding officers in industry advisory com- 
mittee meetings ? 

Mr. Roper. V ery definitely, Mr. Maletz. 

Mr. Materz. And, I take it that the Department of Commerce will 
not change its rules until the Department of Justice circulates new 
criteria to all the Government agencies, notwithstanding Judge 
Barnes’ testimony before this committee ¢ 

Mr. Roper. No, sir; Mr. Maletz, I didn’t say that. I don’t know 
whether or when the Department of Commerce will change its rule 
which authorizes WOC’s to preside at industry advisory group meet- 
ings, and I don’t know further whether the Department will change 
its rule if Judge Barnes does recommend this different criterion. 

Mr. Maerz. Are you familiar with a new Executive order which, 
according to the press, has been drafted covering advisory groups? 

Mr. Roper. I know that there is such an Executive order being 
considered. 

Mr. Maerz. Being considered by the Department of Commerce? 

Mr. Roper. It is being considered in the Government. 

Mr. Maerz. And, of course, if this Executive order is adopted, it 
will lay down mandatory rules for the conduct of industry advisory 
committees; will it not? 

Mr. Roper. I assume that it probably would. 

Mr. Matetz. I want to say, Mr. Honeywell, that we have a number 
of minutes of meetings where it is indicated that WOC’s in your 
agency have acted as Government presiding officers, and I offer these 
in evidence, Mr. Chairman. 

(The minutes referred to begin on p. 1878.) 
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Mr. Keartrna. They will be received. 

Mr. Maerz. Mr. Honeywell, in the event there should be a dis- 
cussion at an industry advisory committee meeting indicating a viola- 
tion of antitrust laws, what action would your agency take? 

Mr. Honryweit. We would attempt to av oid any such discussion, 

Mr. Materz. I am sorry; I didn’t get your answer. 

Mr. Hontrwetu. We would attempt to avoid any such discussion. 

Mr. Materz. But suppose such a discussion should occur; what 
action would you take? 

Mr. Honrywetw. Well, the action taken would be to stop it at once 
as inappropriate for the meeting, if it was properly recognized for 
what it was. 

Mr. Materz. Suppose that the discussion indicated that there was 
a violation of the antitrust laws; what action would your agency take? 

Mr. Honeywett. The action that the agency officially ‘would take 
would be to stop it at once, and call attention to the impropriety of it. 

Mr. Marerz. Would you refer the matter to the Department of 
Justice? 

Mr. Roper. May I answer, Mr. Maletz? 

Mr. Marerz. Yes; of course. 

Mr. Roper. I think that is a very difficult question for Mr. Honey- 
well to answer and a very difficult question for a lawyer to answer, too. 

You are working on the hypothetical assumption that a certain state 
of facts constitutes a violation of antitrust laws. 

I don’t think Mr. Honeywell is qualified to pass on that and, for 
that matter, I don’t think T am qualified. 

I merely want to say that, to the very best of the Department’s 


ability, we adhere as closely as we can in the or of the industry 


advisory groups to the recommendations made by the Department of 
Justice in 1950. 

Now, adherence to these criteria, the Justice Department has pointed 
out, does not insulate any specific course of conduct under the antitrust 
laws. 

However, the proposal was that it would substantially serve to re- 
duce any possibilities of violations of the antitrust laws. 

I say, within that framework, I trust that is a realistic and fair 
answer to your question. 

Mr. Materz. I think you are quite right, Mr. Roper, and I think my 
question was hypothetical and possibly, inappropriate. 

Let me call your attention, Mr. Honeywell, to the minutes of the 
Handmade Glassware Industry Conference of May 20, 1954, at which 
the following is stated. This is at page 7: 

“Tt was also brought out in the discussion that some suppliers are 
requiring their c ustomers to take some cadmium with every purchase 
of selenium.” 

Does this indicate to you, Mr. Honeywell, or Mr. Roper, that 
suppliers would sell selenium only on condition that the buyers also 
purchase cadmium ? 

(The minutes referred to will be found on page 1950.) 

Mr. Rorrr. I don’t know, I am not familiar with those minutes or 
the particular meetings. I would like to read it, please. 

Mr. Matrrz. I will show it to you. 

Mr. Rorrer. Yes, sir; I have read this statement. 
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Mr. Marerz. Are you aware that this is a possible violation of sec- 


tion 3 of the Clayton Act? 

Mr. Rover. You are talking in terms of tie-in sales, Mr. Maletz? 

Mr. Materz, Yes, of course. 

Mr. Rorer. On that bare statement, I would agree that there is a 
possibility that the Clayton Act might be violated. 

Mr. Marerz. Did you refer this to the Department of Justice or 
the Federal Trade Commission ? 

Mr. Rover. Did you ask me, did I? 

Mr. Matetz. Did you—did the agency, of course? 

Mr. Rorer, Let me say this first: That this was an industry con- 
ference held at the secretarial level. I was not present; I am sorry, 
I have not read these particular minutes. 

The then Assistant Secretary for Domestic Affairs presided at the 
meeting. I have no knowledge of what action, if any, was taken with 
respect to this statement that appears in these minutes. 

(The following letter was received from Mr. Roper :) 


DEPARTMENT OF COMMERCE, 
OFFICE OF THE GENERAL COUNSEL, 
Washington 25, December 13, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: During the course of the hearings before the Antitrust 
Subcommittee on December 8, 1955, reference was made to the Handmade Glass- 
ware Industry Conference of May 20, 1954. At page 1161 of the transcript there 
appears a statement by me to the effect that I was not present at this industry 
conference. 

Since testifying before the Antitrust Subcommittee I have checked the records 
and find that I did attend only three of approximately 100 meetings of industry 
conferences and industry advisory committees held since the establishment of 
the Business and Defense Services Administration in October of 1953. One of 
these was the Handmade Glassware Industry Conference of May 20, 1954. 

Accordingly, my statement to the Antitrust Subcommittee regarding attend- 
ance at the subject industry conference was in error. I was present for a while 
during this industry conference solely for the purpose of explaining to the group 
the role of BDSA in defense production and mobilization preparedness. Cus- 
tomarily this presentation was handled by the BDSA Deputy Administrator or 
the BDSA Director of Industrial Mobilization, neither of whom was available 
to attend the morning session of the conference when this subject was scheduled. 
I left the meeting immediately after addressing the group and was not present 
during the course of the discussion which included reference to certain suppliers 
requiring their customers to take some cadmium with every purchase of selenium. 

I should appreciate it very much if the text of this letter could appear in the 
printed record of the hearings at the point where I testified regarding this 
subject. 

Sincerely yours, 
Burt W. Roper, 
Counsel for Business and Defense Services Administration. 


The Cuarrman. If you, for example, were present at such a meeting, 
you certainly would advise that that might be a violation of law, 
wouldn’t you ? 

Mr. Roper. Well, if vou are asking me what I would have done if 
that assertion had been made at a meeting, I would have reported it 
to the General Counsel of the Department of Commerce, Mr. Chair- 
man. 

The CuarrmMan. You would have done that because it indicated 
something untoward ? 
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Mr. Rover. Well, it has certain interesting implications, Mr. Chair- 
man. 

Mr. Maerz. Mr. Honeywell, please supply the committee a state- 
ment as to what action, if any, was taken with respect to this matter, 
the matter of possible tie-in sales as between cadmium and selenium. 

(The Department of Commerce supplemented the record on Janu- 
ary 13, 1956, as follows:) 

The reference in the minutes of the Handmade Glassware Industry Conference 
of May 20, 1954, covers a subject which was brought out during the course of 
discussion as a matter of information without any request for action. It does 
not appear that the Department of Commerce pursued the matter further. Of 
course, members of the business community who feel they are affected by possible 
violations of the antitrust laws are free to report such situations to the agencies 
responsible for their enforcement—the Department of Justice and the Federal 
Trade Commission. 

Mr. Honeywell, another criteria established by the Department of 
Justice for advisory committees is that any conclusion reached by an 
advisory committee should be purely advisory, with final decisions 
as to what action is to be taken left solely in the hands of Government 
representatives; is that correct? 

Mr. Honrywe.u. That’s correct. 

Mr. Materz. Would it be correct, this criteria prohibits members 
of industry advisory committees from agreeing on prices or fees ? 

Do you want to answer that, Mr. Roper ¢ 

Mr. Rorer. Do you want to know, do I understand your question ? 

Mr. Marerz. Will you answer it? 

Mr. Rorrr. I would say this: that in the context of the criteria to 
which we adhere to the best of our ability, laid down by the Depart- 
ment of Justice, there shouldn’t or couldn’t, in my opinion, be an 
agreement among the members of the advisory group with respect to 
prices; that the functions of the group, as its term implies, are purely 
advisory to the presiding Government official or officials. 

Mr. Maerz. You say ‘that there is no possibility of such agreement 
taking place? 

Mr. Roper. May I say this: that it’s extremely unlikely. 

Mr. Materz. Mr. Honey well and Mr. Roper, I direct your attention, 
gentlemen, to the minutes of meeting of Task Group for Rotation of 
Sisalana, Hard Fiber Cordage Industry Advisory Committee, June 
50, 1954, at page 4: 

Mr. Roper. Can you tell me what sisalana is?) Do you know? 

Mr. Materz. I wish you would tell me, Mr. Roper. 

Mr. Honeyrwe wt. It is a form of sisal. 

Mr. Keatinc. They make rope out of it. 

Mr. Materz. At page 4 of these minutes, the following is noted: 

Discussion concerning the amount of the fee resulted in agreement among the 
members on threeighths of a cent per pound for all sisalana rotated. Members 
wished it understood that this figure represented their best guess as to the 
amount that would be high enough to induce general participation and low 
enough not to demoralize the market. Members stated they prefer the three- 
eighth-cent fixed figure to a percentage based on price because of the greater 
simplicity. 

(The minutes referred to will be found on p. 2127.) 

Would you like to take a look at these minutes ? 

Mr. Roper. I would, very much. 

Can you tell me from what page you were reading? 
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Mr. Keatrne. Mr. Roper, do you have the “fog et on passing 
on everything that goes into these minutes? 

Mr. Roper. No, sir. 

Mr. Materz. It’s page 4, Mr. Roper. 

Mr. Rover. Well, I’d like to know more about, Mr. Maletz, what 
actually happened; but reading this cold statement, I can’t draw an 
unqualified conclusion that an improper pact was made at this 
committee. 

After you, Mr. Maletz. 

Mr. Materz. I will defer to you, Mr. Roper. 

Mr. Roper. This could have involved a lot of different matters on a 
lot of different subjects on stockpiling, and possibly the word “agree- 
ment” was used inadvertently or loosely, in terms of recommendations 
of members at an advisory group, a task group in this case, to the 
Government presiding officer or aan at that time. 

Now, I will say this: that we just don’t have the legal staff, assum- 
ing that it is equipped to evaluate these types of discussions, to attend 
the many advisory committee meetings that are held within the Busi- 
ness and Defense Services Administration. 

But again, just to reiterate, this paragraph itself is not meaningful 
without knowing more about the situation. 

Mr. Materz. I frankly quite agree, but my question is this at 
this point : 

Do you think a possible violation of the antitrust laws in indicated ? 

Mr. Roper. Well, if I may answer you this way, I think that there 


is a discussion which might have had a very remote connection with 
our antitrust laws and trade-regulation laws. 


Mr. Maerz. I am talking about the agreement on fees. 

Mr. Roper. Well, again, I suggested earlier, Mr. Maletz, that when 
you had special questions of that type, that you refer them to the 
Attorney General. 

Mr. Maerz. Did you refer this to the Attorney General ? 

Mr. Rorrr. No. I said before that I had never seen these minutes 
before you read them to me just now. 

Mr. Maerz. Will you supply to the committee information as 
to what action, if any, the Department of Commerce took and whether 
the Department did refer it to the Attorney General or the Federal 
Trade Commission ? 

(The Department of Commerce supplemented the record on Janu- 
ary 13, 1956, as follows:) 


For some time previous to the meeting of the task group for rotation of sisalana 
on June 30, 1954, efforts had been underway to rotate the Government stockpile 
of sisalana on the basis of a pound for pound equal exchange with manufacturers. 
These efforts were meeting with little success and were participated in by only 
a few of the manufacturers. The sisalana received by the manufacturers in the 
exchange had changed color perceptibly by comparison with new fresh material. 
In addition, participation in the program represented an added administrative 
cost and burden to the manufacturer. 

The statement attributed to the task-group participants in the meeting of 
June 30, 1954, that they agreed that an equalization fee would have to be paid 
manufacturers for rotation meant only that all recognized that to make the rota- 
tion plan work it would be necessary for the Government to take into account 
the disadvantage and inconvenience to the manufacturer and to make allowance 
therefor by way of equalization. Similarly, the participants in the meeting were 
generally of the opinion that a fair and reasonable measure of the necessary 
allowance for equalization would be three-eighths cent per pound and this was 
recommended to the Government agencies responsible for the program. 
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We are satisfied that in no sense were the industry participants negotiating 
on behalf of their companies on this occasion nor did they have any intention 
of committing themselves or their companies to any course of action. They were 
merely recommending to the Government what they thought it should do and 
evidently they were of substantially the same view. 

In each of the two paragraphs in the minutes dealing with payment of an 
equalization fee, the words “agreed” and “agreement” were simply the choice 
of the summary writer. It would have been an equally good choice of wording 
to have said. “It was the consensus of opinion that an equalization fee would 
have to be paid manufacturers for rotation,” in the first instance. In the second 
instance it would have accurately reflected the proceedings to have written, 
“Discussion concerning the amount of the fee resulted in bringing out the idea 
that three-eighths cent per pound seemed about the proper amount necessary 
to effect the desired program of rotation.” This is supported by the next sen- 
tence in the minutes (containing the words “best guess’) which reads as follows: 
“Members wished it understood that this figure represented their best guess as 
to the amount that would be high enough to induce general participation and 
low enough not to demoralize the market.” 

No action was taken to refer this matter to the Department of Justice or the 
Federal Trade Commission and in the light of the foregoing review at this time 
it is not felt that such action would have been in order. 


Mr. Roper. I would make a guess, if I may, now, that no action was 
taken, because I don’t think in the context of that statement that it was 
the type of matter that normally should be or would be referred to the 
Department of Justice or the Federal Trade Commission. 

Mr. Materz. In other words, where an agreement on fees is indi- 
cated, that would not be the kind of matter that would be referred to 
the Attorney General ? 

Mr. Rover. Excuse me, you are characterizing the statement as an 
agreement on fees. Iam not willing to agree with you, Mr. Maletz. 

The CHairmMan. It goes pretty near an agreement, as I read that. 
That seems to be an agreement all right. 

Mr. Honreyrwetu. May I inject a thought here? 

We were not aware of the purpose of this meeting until you read 
it back in these minutes. 

The purpose of the meeting, the task group met on June 30 to dis- 
cuss the problems presented by the rotation of sisalana in the stockpile, 
and related questions. 

Now, this is a matter in which we are advising GSA and ODM, with 
an industry group to advise them. We must apparently in this 
product, rotate it or it will deteriorate. And they were called in to 
make suggestions and recommendations as to how the Government in- 
terest in this national stockpile could be preserved. 

I am not attempting to speak from the legal standpoint; I am 
attempting to put this in the proper context. 

Mr. Roper. May I make one observation, that I didn’t make before, 
that our people who conduct advisory group meetings and, in particu- 
lar, our industry advisory group staff, are very price conscious. We 
try to be very careful as lawyers, and we have told them consistently, 
and for years, to avoid discussions of price at meetings of this sort 
and pointing out to them in general terms that discussions of price or 
agreements involving price have antitrust implications. 

So I just want to say, without trying to defend the statement, that 
I don’t know too much about it, and that our people are price conscious 
in that context. 

Mr. Maerz. I want to repeat the first sentence of this excerpt that 
I have read: 
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Discussion concerning the amount of the fee resulted in agreement among the 
members on 3 cents per pound for all sisalana rotated. 

Is that a correct reading ? 

Mr. Roper. Yes, sir. 

Mr. Maerz. Would that indicate to you, as I asked you before, a 
possible violation of section 1 of the Sherman Act ¢ 

Mr. Roper. No, not necessarily, in the context of the purposes for 
which advisory group meetings are held, and in the context, as I under- 
stood it, of how advisory group meetings are operated by BDSA. 

Mr. Honreyrwewu. May I, Mr. Maletz, read the preceding paragraph ? 
It’s very short. 

Mr. Maerz. Yes. 

Mr. HoneyweELtu (reading) : 

Members agreed that an equalization fee would have to be paid manufacturers 
for rotating on a grade-for-grade basis. Otherwise, it was felt that the in- 
dustry would be called upon to take a loss and that only a token rotation would 
result. 

Now, if we bring all of this into context, I think you can see why 
they, in their judgment, felt it was appropriate to discuss the fee 
feature. 

Now, whether it’s right or wrong, please, but I am still trying to put 
the whole story and not an excerpt from the minutes to make it appear 
that there is something wrong with it. 

The Cuarrman. All the minutes will be placed in the record. 

Mr. Harkins. Mr. Roper, has BDSA, or the Department of Com- 
merce, to your knowledge, ever referred any matter to the Federal 
Trade Commission or the Department of Justice wherein there was a 
question about a possible antitrust violation occurring in an industry 
advisory committee meeting ? 

Mr. Roper. I know of no such reference, at least under BDSA. 

The Cuarrman. I think this would be a good time to take a respite. 

The committee will now adjourn until 2: 20. 

Will you be back, Mr. Honeywell and Mr. Roper? We are sorry 
we are holding you so long. We hope probably an hour and a half or 
at most 2 hours will complete your examination. 

We will adjourn until 2: 30. 

(Whereupon at 12: 40 p. m., the committee recessed, to reconvene at 
2: 30 p. m. of the same day.) 


AFTERNOON SESSION 


The CuHarrman. The committee will now resume its deliberations. 
Mr. Honeywell, Mr. Roper. 


TESTIMONY OF CHARLES F. HONEYWELL, ADMINISTRATOR OF 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, DEPART- 
MENT OF COMMERCE, ACCOMPANIED BY BURT W. ROPER, OFFICE 
OF GENERAL COUNSEL, DEPARTMENT OF COMMERCE—Resumed 


Mr. Maerz. Mr. Honeywell, I will ask you a few more questions 
which probably will plow the same ground that we covered this 
morning. 

Do you have any future plans with respect to filling the position of 
assistant administrator with full-time Government employees? 
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Mr. HONEYWELL. Yes. 

Mr. Maerz. In other words, you are going to change your organi- 
zational structure so that only full-time career Government employ- 
ees will occupy those positions ? 

Mr. Honrywew. No; that is not correct. 

Mr. Maretz. Will you tell us what is correct. 

Mr. Honrywe tL, I will be happy to. 

Mr. Maerz, All right, sir. 

Mr. Honeyweuu. They will be filled with full-time paid employees. 

Mr. Maerz. They will not be filled by WOC’s? 

Mr. Honerwe.u. They will not be filled by WOC’s, but they may 
not be filled by career employees. There is the difference only in 
between. 

Mr. MAterz. I see. 

Mr. Honeywewu. They are schedule C positions. 

Mr. Maerz. In other words—— 

Mr. Honrrwe.y. And judgment has not yet been determined as to 
whether they will be career or employees from other sources, but they 
will be full-time paid employees in exactly the same stature that I hold 
in the Department. 

Mr. Maerz. And when will that change become effective / 

Mr. Honeywe.y,. That change will become effective on January 1, 
1956. 

Mr. Maerz. You maintain a roster of WOC’s who have been with 
your agency at one time or another, and I take it that that roster 
comprises many hundred people who are listed presently as “advisers,” 
is that right ? 

Mr. Honerweu. That is not the situation as it applies today. That 
was the situation when I last testified. 

Mr. Marerz. It was? 

Mr. Honryweu. It was when I last testified. 

Mr. Maerz. What was the situation when you last testified / 

Mr. Honerwety. We had nothing at that time to incorporate our 
“alumni” into other than to keep them on as consultants. We had 
not, in our own thinking, felt that those men were WOC’s in the 
context of our thought that WOC’s were full-time line responsible 
people on board. 

When that position was brought out that these men, whether they 
are active or inactive, whether they contribute or do not contribute, 
are still WOC’s and are still Government employees, we obviously 
had to take a different point of view. 

Mr. Marerz. And what point of view did you take? 

Mr. Honryweii. We took the point of view then that by virtue of 
the new provision in the Defense Production Act, we now have the 
making of a new category known as executive reserves, and these men 
now become available to become executive reservists when, as and if 
the Executive order setting forth the standards and qualifications is 
issued, 

Mr. Maerz. Therefore these people, your alumni, who were for- 
merly listed as consultants, are no longer listed as consultants but are 
now listed as executive reservists; is that correct ? 

Mr. Honrywetu. To the extent that we have listed them at all. 
We haven't yet a specific framework as executive reservists. They 
will be offered the opportunity to rejoin our organization as executive 
reservists when that 1s issued. 
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Mr. Maerz. When a new Executive order 

Mr. Honrrwetu. When the Executive order covering that is issued. 

Mr. Maerz. When did you make this change? 

Mr. Honerwewu. The change was made on November 15. 

Mr. Materz. Of 1955? 

Mr. Honerweiui. Of 1955. 

Mr. Mauerz. Therefore as of the present time your total number 
of WOC’s, whether in an operating basis or a consultative basis, com- 
prises some 33 individuals, is that correct 

Mr. Honerwetu. Thirty-three is my understanding of the figure as 
of today. 

Mr. Materz. Do you contemplate any changes with respect to filling 
your spots as division directors with paid employees ? 

Mr. Honeyweww. Not as a policy; no. If a qualified individual be- 
comes available, we are obligated to fill that with a paid employee, but 
as far as the philosophy of division directors, there is no change. 

Mr. Maerz. Let’s see if we can put this in complete focus now. As 
a result of the August 9, 1955, amendments of the Defense Production 
Act, you did the following: First, as of January 1, 1956, your three 
assistant administrators will be paid Government employees and no 
longer WOC’s; is that correct ¢ 

Mr. Honeywewu. That is correct. 

Mr. Maerz. Secondly, your alumni, people who have served as 
WOC’s and who, until August 9, 1955, were listed as consultants, will 
no longer be carried as consultants, instead will be carried as executive 
reservists, is that correct ? 

Mr. Hontywetu. That is correct in part. I would like to amplify 
that only 

Mr. Maerz. Please do, sir. 

Mr. HoNeywe.u. Only to explain that we will need more consul- 
tants than we presently have on board in that category, but that will 
be a matter of determination of the specific needs by divisions, and 
then they will be sworn in again as in the consultant category. 

Mr. Maerz. When and as needed ? 

Mr. Honeywe.y. When and as needed. 

Mr. Marerz. And when a new Executive order is issued ? 

Mr. Honreyrwetu. That’s right, and those not sworn in as consultants 
will be requested to join the executive reserve. 

Mr. Maerz. Could you tell the committee whether an Executive 
order is presently being drafted covering an executive reserve? 

Mr. Honeywet. It is my understanding that it is. I do not know 
the stature or status of it. 

Mr. Marerz. Covering an executive reserve of WOC’s? 

Mr. Honerweiu. Of former WOC’s. 

Mr. Materz. Of former WOC’s who can be called in the event of an 
emergency ¢ 

Mr. Honerwe.t. Not only limited to former WOC’s. As I under- 
stand in certain agencies of Government there is the prospect of bring- 
ing into the executive reserve men who have had no experience in Gov- 
ernment service, but we are fortunate in this very substantial list, copy 
of which you have, of men who have had actual practical working 
experience, and they are logically the nucleus of our executive reserve. 

Mr. Maerz. Could you tell us when such an Executive order can 
be expected ¢ 

67271—56—pt. 340 
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Mr. Honeywetu. That I cannot say. It is in the draft form, ac- 
cording to my understanding. I do not know where it stands today. 

Mr. Maerz. So, so far as you know, there are additional Executive 
orders, that are to be expected, one covering advisory groups and one 
covering the executive reserve, is that correct ? 

Mr. Honrtywe.t. I cannot speak for the advisory group. My total 
knowledge of that consists of what I read in the newspapers. I have 
not been consulted on that at all. 

Mr. Matetz. Our knowledge is so limited also, Mr. Honeywell. 

Mr. Honeywett. Right. 

Mr. Maerz. Are there any other changes that your organization 
has made as a result of the August 9, 1955, amendments to the Defense 
Production Act? 

Mr. Honrywetu. Not to my knowledge. Not that immediately 
come to my mind, may I answer it that way. 

Mr. Maretz. Are you familiar with the requirement in the Defense 
Production Act, the new requirement in the act, that you have to 
certify with respect to each WOC that you were unable to find a career 
Government employee to fill that job? 

Mr. Honeywe tt. I am acquainted with that. 

Mr. Materz. The Executive order in addition to restating the pro- 
visions of the statute, also requires the certificate to be accompanied 
by a statement indicating in essence what steps you have taken to 
find a full-time Government employee to fill that job, is that correct ? 

Mr. Honeywe tt. I am aware of that; yes. 

Mr. Maerz, With respect to each of your 33 WOC’s presently 
employed, have you filed such certification and such a statement as 
required by the Executive order? 

Mr. Honrywetu. That I cannot say, because I am not sufficiently 
informed as to the personnel operating features. Possibly Mr. Roper 
could answer that point. 

Mr. Maerz. Could you answer that, Mr. Roper ? 

Mr. Rover. May I try to answer your question in part, Mr. Maletz? 

Mr. Maerz. Yes. 

Mr. Rover. A certification exists, I believe, for all 33 WOC’s. The 
provisions of the new Executive order regarding certification, I be- 
lieve, are the same as those of the old Executive order. 

Mr. Maerz. Right. 

Mr. Roper. Now, in the context of the supporting statement, to 
amplify the four-point certification, I just do not know the status 
within BDSA or whether such statements have been prepared yet. 

Mr. Maerz. Will such a statement be filed by BDSA for each of 
its 83 WOC's! 

Mr. Roper. I am not prepared to answer that question. I don’t 
know, Mr. Maletz. 

Mr. Honryrwe t. I think it is fair to say that we will comply with 
the law and with the Executive order. 

Mr. Maerz. I am sure that is the case, Mr. Honeywell. What I am 
getting at is this: Will this Executive order, and particularly that 
part of the Executive order requiring a statement, have to be filed 
only for WOC’s hired after the issuance of the Executive order, or 
will it have to be filed for all the present WOC’s? 

Mr. Honrywety. May I pass my ball to my attorney ? 

Mr. Maerz. Yes, indeed. 
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Mr. Rover. Mr. Maletz, we are actively considering that question. 
We have arrived at no conclusion. 

The Carman. I am thinking out loud. Don’t you think it would 
be most ill-advised not to include incumbents ? 

Mr. Rorer. Mr. Chairman, thinking out loud again, the issue is 
a relatively narrow one, but not too easy to solve. Does the statement, 
supporting statement requirement, have retroactivity in terms of the 
new Executive order? 

Now, if a determination is made that this provision is retroactive— 
and no determination has been made yet to my knowledge—there 
will be a bit of an administrative problem taking 30, or roughly 30 of 
the 33, possibly 25, and reconstructing the supporting statement in 
terms of the 4-point certification. 

The CuarrMan. Will there be any opposition developing on the 
part of the incumbents at all? They wouldn’t object; would they? 

Mr. Honeyweti. The incumbents have no objection. 

Mr. Roper. I am sure they don’t. I think to the extent that state- 
ments are required, it would be a purely personnel or administrative 
matter that would not involve the WOC’s as such. 

Mr. Maerz. You might have to make a new appointment in each 
case; might you not / 

Mr. Rorrr. I haven’t considered that, Mr. Maletz. 

Mr. Honerwetx. It might be an amplification of the personnel 
record of those appointments. As we understand it, those records 
are to go into our personnel files to be audited by the Civil Service 
Commission periodically. In other words, if they are there and 
available, it really is immaterial when they are put in there. 

The CHatrmMan. With respect to each new employee, at least 
that is a continuing process. Periodically that information must 
be given. 

Mr. Honrywetu. Are you referring now, sir, to the financial state- 
ment or to the justification for the original appointment? There are 
two things involved here, sir. 

The Cuairman. Yes, the justification for the original appoint- 
ment. 

Mr. Honeyrwetxt. That would presumably stay right on through 
for the duration of his appointment. 

Mr. Rover. Which is normally 6 months. 

Mr. Honerwetu. Roughly normally 6 months. In a few instances 
men will stay with us longer. There is the other qualification, as you 
know, of a 6 months’ review of financial statement. That is a dif- 
ferent matter. 

The CuarrMan. Yes, I understand. 

Mr. Honrrwetu. But we are led to believe by the 33 presently on 
board that inasmuch as they have no objection to the filing in the first 
place, there would be no objections to a filing each 6 months there- 
after as long as they remain in a WOC status. 

Mr. Materz. You said you are going to fill the spot of Assistant 
Administrator after January with paid Government employees, and 
you said that you might be filling the spot of division director simi- 
larly with paid Government employees ? 

Mr. Honerywe tt. I did not say that, sir. 

Mr. Materz. Did I misunderstand you? 

Mr. Honrywewu. That is a moot question which depends entirely 
upon the availability of qualified career people. 
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Mr. Materz. Have you begun searching for qualified career people 
to fill the spots of division director ? 

Mr. Honeywetyi. Yes and no. From the standpoint, it depends 
upon the time element involved for the next appointment. As I testi- 
tied before, we are constantly in search of qualified people on a full- 
time paid basis. 

Mr. Marerz. When will your next vacancy occur in the position of 
division director ? 

Mr. Honeywe.t. I can’t possibly answer that. 

Mr. Maerz. Could you, Mr. Roper ¢ 

Mr. Rover. I don’t know. 

Mr. Honerwe.u. There are some 14 or 16 of them. It is a constant 
turnover. 

Mr. Marerz. You mentioned that your WOC appointments have to 
be audited by the Civil Service Commission. You are familiar with 
the fact, are you not, that under the August 9, 1955, amendment 
the Civil Service Commission must make a survey every 3 months? 

Mr. Honeyweuu. That is my understanding. 

Mr. Maerz. And the first survey was due on November 9, 1955; is 
that right? 

Mr. Honrrweti. Mathematically correct. 

Mr. Materz. Do you know whether such a survey has been made? 

Mr. Honrywett. That T do not know. That would be done at the 
level of the personnel department of the section of the Department 
of Commerce. 

Mr. Materz. Would it surprise you if I told you that such a survey 
has not been filed with the Joint Committee on Defense Production as 
required by the 1955 amendment ? 

Mr. Honeywe tu. My element of surprise is a nebulous thing. I am 
not surprised at anything any more. 

Mr. Materz. You do not know of such a survey having been filed 
with the Joint Defense Production Committee; do you? 

Mr. HonryweE uw. I am not advised on that personnel problem. 

Mr. Materz. Mr. Roper? 

Mr. Rorer. I am not aware of such a survey. 

Mr. Maerz. Or that such a survey has been filed in accordance 
with the Defense Production Act? 

Mr. Roper. That’s right. 

Mr. Maerz. Do you know whether the Civil Service Commission 
has been going over your records in order to comply with the provi- 
sions of the act? 

Mr. Honerwewt. That I am not acquainted with. 

Mr. Maerz. Do you, Mr. Roper? 

Mr. Roper. I have no knowledge, Mr. Maletz. 

Mr. Materz. One other matter which I believe the subcommittee was 
not quite familiar with this morning in connection with your testi- 
mony, and that is the question of having WOC’s serving as Govern- 
ment presiding officers at industry advisory meetings. Is there any 
doubt in your own mind as to Judge Barnes’ interpretation of the 
Department of Justice criteria ? 

Mr. Honeyrwe.u. There is no doubt in my mind at all that the 
criteria that are presently in the hands of the Department of Com- 
merce are being lived up to. 
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Mr. Materz. The criteria issued by the Department of Justice as 
interpreted by Judge Barnes before this subcommittee on August 4, are 
such criteria being lived up to by the Department of Commerce? 

Mr. Honrywett. I refer that to my lawyer. 

Mr. Materz. Insofar as Government presiding officers are con- 
cerned. 

Mr. Rorrr. I tried to answer your question this morning, Mr. 
Maletz. 

Mr. Matrrz. Yes. 

Mr. Roper. That so far as the published criteria are concerned, we 
are living up to this published criterion, these published criteria. 

And to the extent that Judge Barnes has made an inter pretation that 
the criterion set forth by the Department of Justice means not full- 
time Government employees, but full-time, salaried employees, the 
Department of Commerce or BDSA, from time to time, does have 
WOC employees chair industry advisory committee meetings. 

Mr. Maerz. Therefore, your answer is that the Department 
of Commerce will not live up to the criteria of the Department of 
Justice as interpreted by Judge Barnes before this subecommittee—— 

Mr. Rorerr. If I may restate it, I would say that we consider that 
there is substantial compliance with the recommended criteria laid 
down by the Department of Justice. 

The CHarrman. But you do have WOC’s presiding at meetings ¢ 

Mr. Honrywett. Yes, sir. 

Mr. Roper. Yes, sir; and we have had them presiding at industry 
advisory committee meetings for over 5 years. 

The Cuamman. But that is contrary to the interpretation made by 
Judge Barnes? 

Mr. Honerweti. Mr. Chairman, that interpretation which, as I un- 
derstand it, was a personal opinion expressed before your committee 
on the Hill, has not been implemented to us in the form of a change 
in the criteria established in 1950 by which we are continuing to 
function. 

The Cuarrman. In other words, you feel that Judge Barnes and his 
interpretation is in error, and that the Department of Commerce 
interpretation is sound ? 

Mr. Honrrweti. We don’t necessarily say, sir, that he is in error, 
but we say that he made a statement in a hearing before an appro- 
priate committee here on the Hill that has not been translated to us 
in a written statement of policy recommended for our following at an 
interdepartmental level within the administration. 

The Caarrman. Do you mean to say that the interpretation in the 
Department of Justice, even if it hasn’t reached you in a formal way 
as you indicated, is of no value? 

Mr. Roper. I would like to underscore, if I may, Mr. Chairman, that 
these are recommended criteria by the Department of Justice. They 
are not mandatory, and the purpose in making or establishing these 
guidelines was to minimize possible viol: ations of the antitrust and 
trade regulation laws. 

Our agency and our Department felt for at least 5 years that the 
fact that a WOC will chair this meeting amounts to substantial com- 
pliance with the recommended criteria, and this morning, Mr. Chair- 
man, I am sure you are aware we read into the record a quotation made 
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in a report of the subcommittee in 1951, where it took the position that 
it disagreed with Mr. Morison. 

Mr. Keating. That happened while the chairman stepped out tem- 
porarily. The Monopoly Committee, of which the present chairman 
was chairman, found, back in approximately 1951, that the full-time 
Government employee chairing the committee was properly complied 
with if a WOC chaired. 

Now, perhaps the chairman has changed his views since 1951. 

The CuarrMan. All I can say is what Emerson once said : 


Consistency is the hobgoblin of small minds. 


Mr. Maerz. I want to repeat my question to you of this morning, 
Mr. Roper, which is this, as I recall: Did this committee, in 1951, 
endorse the practice of the Department of Commerce in appointing 
WOC’s to the position of division director ? 

Mr. Roper. If I may repeat my answer of this morning, I don’t 
know, and I suggest, Mr. Maletz, that you may be better equipped to 
answer that question. 

Mr. Maerz. Yes; I think I would. 

Now this committee said in 1951, and you have already quoted it: 

The subcommittee feels that the position taken by Mr. Morison is unreason- 
able. If the Government can trust a WOC with the responsibilities as division 
head, certainly he can preside at industry advisory committee meetings. 

Does not this point up the fact that WOC’s should not be authorized 
to serve as division heads? Do you have any comment? 

Mr. Rorer. No comment. I think that Mr. Honeywell has amply 
covered that matter in his discussion earlier this afternoon. 

Mr. Keatine. Well, there is no distinction between 1951 WOC’s and 
1955 WOC’s, I am sure. 

Mr. Rorrr. Let me say this, Mr. Keating; we are still operating 
under the same Defense Production Act. 

The Cuarrman, I think the difference is that we have learned more 
since 1951 than we knew then. 

Mr. Keatina. The older you get, the more you learn. Also, you 
forget a lot. 

The Cuarrman. We were in the Korean conflict then. You must 
remember that. But I don’t mean to offer any excuses on the matter. 

In the light of what we heard this morning about the opportunities 
of men in industry advisory meetings getting together on matters 
involving violation of the antitrust laws, and where we have a WOC 
representing some firm that might have an interest in, shall we say, a 
violation of the antitrust laws, I wonder whether it is sound to have 
WOC’s preside at such meetings. 

Mr. Keatine. You don’t go along with Harry Truman, that we 
ought to kick them all out of the Government ? 

The Cuarrman. No; I don’t say that at all. Several times before 
this hearing I have indicated that to the contrary. 

Mr. Keating. That’s right. I realize that. 

The Cuatrman. I think we have to exercise great vigilance here. 
I think you will agree with that, too, Mr. Honeywell. 

Mr. Rorrer. You have to be vigilant here. 

Mr. Honryweti. Mr. Chairman, we agree with you so thoroughly 
and so completely, we are attempting to be as vigilant as it is humanly 
possible to be. 
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But, if you will please refer to the very minutes of these meetings 
which’ you have shown to us this morning for other purposes, you w ill 
find that there are many other full-time, career Government employ ees 
present at these meetings, because they contribute substantially to 
the purposes of the meetings. 

It isn’t only the fact that a WOC happens to be sitting at the head 
of the table, and this isn’t a unilateral, single action on the part of 
the WOC. 

Mr. Kearine. It depends on the chairman. Now if you have a fine, 
genial chairman, such as we have in this committee, that is one thing. 
But if you have have some fellow who tries to dominate the whole 
proceeding, that is something else. 

Such a person could be just as dominating if he weren’t in the 
chair as if he were. In fact, a chairman oftentimes thinks that he 
shouldn’t express any opinion,just because he is in a sort of a quasi- 
judicial capacity. 

Mr. Honeyweuu. May I add one other point, sir. There is the ad- 
vantage once in a while, I won’t say that it is uniform, but it is an ad- 
vantage when they are ts alking about technical subjec ts, to have a man 

who has recently come from. industry, and who is now serving his 
Government as a WOC chair the meeting, because of his intimate 
knowledge of the subject. He talks exactly the same language as the 
industry “people who have come in to advise. There isn’t any problem 
of education on the part of the industry people as to what they are 
talking about to the chairman. 

Mr. Maerz. Mr. Honeywell, isn’t there this additional problem. 
I think, as you pointed out this morning, WOC’s quite natur ally re- 
flect the industry point of view, and the purpose of industry advisory 
meetings is to advise the Government presiding officer. Therefore, 
you have a person reflecting an industry point of view advising a per- 
son also reflecting an industry point of view, isn’t that right? 

Mr. Hontrwewu. May I alter that, sir, to say-——— 

Mr. Materz. Please do, do whatever you like. 

Mr. Honryrwet.. It is industry’ s point of view advising the Gov- 
ernment, not the chairman of that par ticular committee. 

Mr. Maxerz. In addition to this proposed new order covering the 
executive reserve and this proposed new order covering advisory 
groups, are there any other Executive orders in the wind on this 
subject ? 

Mr. Honrrwe.u. Not to my knowledge. 

Mr, Matrrz. In other words, the three orders, one that has been 
issued and the two forthcoming orders will cover the field, to your 
knowledge. Is that right? 

Mr. Honerwety. Completely. 

Mr. Materz. I think you testified this morning that one of the 
criteria set forth by the Attorney General is that conclusions reached 
by an industry advisory committee should be advisory only, and an 
advisory committee—I am paraphrasing this—should not itself make 
the decision, is that correct ? 

Mr. Hontrwetu. That’s correct. 

Mr. Maerz. Let me direct your attention to the summary of a 
meeting of the Iron and Steel Scrap Export Task Group meeting on 
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November 4, 1954. I have the minutes here, Mr. Honeywell. At 
page 2, the following is quoted. You may have it, sir: 

With one exception, the task group members recommended that there should 
be a limitation on iron and steel scrap export beginning with the first quarter 
of 1955, based on 90 million tons of ingot production, the export figure to be 
determined by the Department of Commerce, with 7 members recommending 
1 million tons and 2 members 2 million tons. 

The formula devised was as follows: At 100 million tons of ingot production, 
the base scrap figure minus 50 percent; at 110 million tons, the base figure minus 
75 percent; and at 120 million tons, the base figure minus 100 percent; at 80 
million tons, the base figure plus 10 percent— 
and so on. 

Now does this excerpt which I have read indicate to you that the 
conclusions reached by this advisory committee were purely ad- 
visory ¢ 

(The minutes referred to will be found on p. 2137.) 

Mr. Honrywewu. Yes, definitely, because it says they recommended. 

Mr. Marerz. Didn’t they themselves devise the formula? 

Mr. Honrywei. They recommended a formula. The formula was 
not accepted, as it turned out. 

Mr. Materz. You do not construe these minutes to indicate that 
the task group itself made the final decision, rather than leaving the 
final decision in the hands of Government representatives ? 

Mr. Honrywewu. Not at all. 

Mr. Marrrz. Let me direct your attention to the minutes of the 
task group to advise the Government on rotation of stockpiled coco- 
nut oil dated June 25, 1954. 

Mr. Keatine. How many of these committees are there? 

Mr. Maerz. How many advisory committees do you have? 

Mr. Honreyrwetu. I would be very happy to speak to that. May I 
have just a moment to show you the trend of these things? 

Under the NPA, National Production Authority, which extended 
from 1950 until October of 1953, there were a total of 554 industry 
advisory committees. 

Mr. Keattne. At various times, you mean ¢ 

Mr. Honrywewu. At various times, but most of them were activated 
through that full period because they represented different products, 
different commodities, different subjects that the Government needed 
advice on. We have only reactivated of the total of 554 the sum of 
63 such committees. 

Mr. Keatine. There are 63 now ? 

Mr. Honrywett. There are 63 currently active on our records. 

Mr. Matrrz. Sixty-three ? 

Mr. Honryweix. Sixty-three [AC organizations; yes. 

Mr. Maerz. Judge Barnes, as I recall—I could get that testi- 
mony—indicated that there were many hundred if not a thousand ad- 
visory committees. Will you excuse me for a moment? 

Mr. Honeyrweu. I missed what you were saying. You weren’t 
speaking to me? 

Mr. Materz. Judge Barnes, as I recall, testified—let me read 
you Judge Barnes’ testimony at page 552: 

Attempting to enforce these standards on March 31, 1954, more than 15 months 
ago, I wrote all Government departments, or agencies, utilizing industry advisory 


committees, reiterating our suggested guides and asking the extent to which 
advisory committees already had adopted them. The survey, only recently com- 
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pleted, revealed more than a thousand industry advisory committees currently 
operate. Of these, some 250 now operate without regulations which comply with 
our recommended standards. 


I will skip the next paragraph. 

The Department of Commerce with 576 committees and the Department of 
Defense with 183 are the executive agencies with the largest number of com- 
mittees, 568 out of 576. 

Mr. Honrerwe t. His figure of 568 and my figure of 554 seem to be 
at variance by a few. 

Mr. Maerz. Oh, I beg your pardon, I thought you said 63. 

Mr. Honryrweti. Are ‘presently activated. 

Mr. Keatine. That is now, not back there. 

Mr. Honerwett. What I am attempting to explain to you, Mr. 
Maletz, is that we will not activate a committee unless there is a job 
for it to do. 

We keep the cadre, the nucleus of the 554 committees against an 
emergency in which they might be needed back again. They are not 
active committees. They have had no meetings, and we won’t call a 
meeting until they have a job to perform. 

Mr. Materz. I sainandershiod you. Judge Barnes testified, I be- 
lieve, on August the 4th. Do I understand correctly then that between 
August 4 and the present time all but 63 of the 576 have been de- 
activated ? 

Mr. Honryrweu. No, I am sorry, that is a misinterpretation. I 
think that Judge Barnes was giving the total list active and inactive 
that we consider as potential IAC committees, but they are not active, 
they are not called, they are not in operation, but they are on our rec- 
ords available against an emergency. They are, if you please, execu- 
tive reservists in another category. 

Mr. Harkins. Could we complete the information we have? When 
we sent out our questionnaire and asked for information, we got a 
list of current committees, and I believe that list includes either the 
568 or 574. Would you now submit for our record the names of com- 
mittees that are currently active ? 

Mr. Honerweuu. We have no objection to that. 

Mr. Roper. May I suggest this. I think the answer probably is 
that since BDSA was or ‘ganized, there have been 63 industry ad- 
visory committee meetings, and I think you have minutes of all of 
those meetings, and by matching those minutes against the list of the 
committees, you will know which committees have been active since 
October 1, 1953. 

Mr. Harkins. That’s right. Will you please supply the list of 
active committees for our records? 

Mr. Rover. Committees that have met since October 1? 

Mr. Harrys. That’s right. 

(On January 13, 1956, the Department of Commerce supplemented 
the record as follows:) 


ALPHABETICAL List oF BDSA INpustry Apvisory COMMITTEES WHICH MET 
BETWEEN OcToBER 1, 1953, AND DrcEMBER 1, 1955 


Aluminum Producers 

Automobile Passenger Car Manufacturers 
Automotive Replacement Parts Manufacturers 
Aluminum Smelters 

Brass and Bronze Ingot Makers 
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Brass Mill 

Capacitors 

Chemical and Rubber 

Copper and Copper-Base Alloy Scrap Dealers 
Domestic Communications Operating 
Drop Forging 

Electronic Relays 

Fractional HP Motors and Generators 
Hard Fiber Cordage 

Industrial Power Truck Manufacturers 
Internal Combustion Engine (750 revolutions per minute and up) 
Iron and Steel Scrap Consumers 

Iron and Steel Scrap 

Machine Tool Manufacturers 

Motor Truck Manufacturers 

1-500 Horsepower Motors and Generators 
Open Die Press and Hammer Forging 
Precision Optical 

Primary Copper Producers 

Prime Aluminum Products 

Quartz Crystals 

Receiving Tube 

Resistors 

Selenium Rectifier Stack Manufacturers 
Stainless Steel Utensils 

Steel Forms and Reports 

Steel Products 

Titanium Producers and Fabricators 
Transmitting and Spjecial Purpose Tube 
Truck-Trailer Manufacturers 

Used Steel and Wood Barrel 

Wire and Cable 

Wire Communications Manufacturing 


Mr. Materz. I think, Mr. Honeywell, we were talking about rota- 
tion of stockpiled coconut oil. At page 2 of the minutes the follow- 
ing is quoted : 

All members of the task group and Government officials participated in the dis- 
cussion of the problems concerning the rotation of stockpiled coconut oil. Vart- 
ous phases of methods of rotation were discussed and explored thoroughly. It 
was finally decided the most efficient method of disposal would be through a 
“swap” basis. 

(The minutes referred to will be found on p. 2125.) 

The Cuatrman. A what basis? 

Mr. Maerz. Swap, s-w-a-p. In other words, they would swap oil 
which they had for oil already in the stockpile, as I understand it. 
Is that your understanding ? 

Mr. Honrywe.w. That is correct. In other words, coconut oil dete- 
riorates with age, and before it has deteriorated beyond its commercial 
value, they would take the oil presently in the stockpile and replace it 
with fresh coconut oil on an exchange ‘basis. 

Mr. Kratina. The present oil would become surplus then? 

Mr. Honreyrwe i. No, sir; the present oil would go—the oil pres- 
ently in the stockpile that is pulled out would go—into industry, but 
would be replaced by new fresh oil that has an X period of life remain- 
ing before it starts to deteriorate. 

Mr. Materz. Can you tell us why the final decision as to action to 
be taken was not left, according to this excerpt, in the hands of Gov- 
ernment representatives ? 
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Mr. Honeywewv. Mr. Maletz, I am happy to. That may be a poor 
choice of words in the minutes, but if you will recognize the fact that 
when we call an industry advisory committee meeting on a subject 
related to the national stockpile, we have no authority to act; we make 
a recommendation to ODM or GSA as the case may be. 

There is no decision here. You might just as well say they set a 
policy of so-and-so. It doesn’t mean a thing. They came to an agree- 
ment, to a recommendation. “They decided to recommend,” could be 
the wording just as well. They didn’t decide a thing. 

Mr. Matetz. You think the wording of the minutes 

Mr. Honeyrwe . I think that it was badly worded for the purposes 
that you are attempting to bring out. 

Mr. Maerz. By the way, section 701 (b) (ii) of the Defense Pro- 
duction Act requires that business advisory committees shall fairly 
represent independent, small, medium, and large business enterprises ; 
that is correct, is it not? 

Mr. Honerwetu. That is correct. 

Mr. Maerz. Can you tell us what companies are members of the 
steel task group on mobilization controls? 

Mr. HoNreyrwett. I can’t possibly. 

Mr. Maerz. I direct your attention to a meeting of the mobilization 
controls task group, iron and steel, November 30, 1954, at which were 
present only representatives of Bethlehem Steel, United States Steel, 
and Republic Steel Corp. 

In atid, the Government presiding officer was a WOC on loan 
from United States Steel. Would this indicate to you that that pro- 
vision of the Defense Production Act was being complied with ? 

(The minutes referred to will be found on p. 2140.) 

Mr. Honrywett. I think there is a great difference, Mr. Maletz, 
between the composition of the committee and those who may have 
attended any given meeting. 

Mr. Matetz. Would you supply to the committee the names of all 
the members of this task group on mobilization controls? 

(The Department of Commerce supplemented the record as follows 
on January 13, 1956:) 

The names of all members of the Iron and Steel Mobilization Controls Task 
Group who were asked to attend the meeting of November 30, 1954, and their 
company affiliations, are as follows: 

W. J. Stephens, Bethlehem Steel 

R. F. Sentner, United States Steel 

C. L. Holmberg, Inland Steel 

Ross W. Wilkins, Jr., Great Lakes Steel 
John E. Timberlake, Jones & Laughlin Steel 

All of the foregoing attended the meeting except John E. Timberlake. In 
addition, Norman W. Foy, of Republic Steel, who was not a member of the task 
group, was invited to and did attend the meeting. 

Mr. Honeyrwe tt. You have entered into a wholly new subject, and 
that is task groups as differentiated from industry advisory com- 
mittees. 

Mr. Maerz. Would you explain the difference ? 

Mr. Honeywety. Gladly. <A task group is generally a subdivision 
ofan IAC. Iam using the initials, and I hope that they are generally 
understood. 
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A task group is a group that will work on a small segment of a 
problem which normally would be presented to the whole industry 
advisory committee. A task group could consist of 3 men, as appar- 
ently there were 3 men here present, men of special knowledge on a 
very special ae 

May I not refer to steel because I am not acquainted with that as I 
could be possibly in the electrical equipment field, will have an advis- 
ory committee on electric motors that will have a task group on 
fractional horsepower motors, the smaller units within the broad 
scale. 

The Cuatrman. Like a subcommittee. 

Mr. Honrywe uw. It is equivalent to a subcommittee, and almost 
invariably the task group reports back through the industry advisory 
committee of which it is a subpart. 

Mr. Materz. You say that these task groups consider very special- 
ized kinds of problems? 

Mr. Honeyweu. Generally. 

Mr. Maerz. The summary of the meeting of the mobilization con- 
trols task group to which I referred concerned DMS operations. 
What is DMS? 

Mr. Honreywewi. Defense Materials System. 

Mr. Marrrz. That would be a matter of import to the entire indus- 
try, would it not? 

Mr. Honrywei. Quiie definitely. 

Mr. Materz. Why is it then, if you know, that the only task group 
members present were the representatives from the Big Three steel 
companies ? 

Mr. Honryrwe.tu. The Defense Materials System is the equivalent 
to the controlled materials lan of World War II and the Korean 
emergency. It has thousands of facets. 

The fact that they dincumad the DMS system doesn’t mean to say 
that they discussed the whole DMS. I don’t know the nature of the 
minutes from which you are reading, but they were not rewriting the 
DMS merely because that term is used in the minutes. 

Mr. Materz. Let’s read the first paragraph: 


The first discussion of the meeting was ODM— 


this is the meeting attended by representatives of the United States 
Steel, Bethlehem, and Republic Steel. 

The Government presiding officer was H. J. Mullin from the United 
States Steel. 


The first discussion of the meeting was on DMS operations. In this connec- 
tion, each member of the committee was furnished with a composite summary of 
the production directives versus shipments for the first, second, third, and fourth 
quarters of 1953, and for the first, second, and third quarters of 1954. Also 
presented was a tabulation comparing the quarterly set-asides, quarterly ship- 
ments against such set-asides—compared with total industry net shipments as 
obtained from the American Iron and Steel Institute report A-10. The question 
was asked as to whether the task group felt the Iron and Steel Division should 
make a downward revision in production directives and the consensus of opinion 
was that no hardships were being experienced by industry under the present 
production directives. 


And then— 


Mr. William Truppner, adviser on materials, allocation, and production controls, 
BDSA, talked to the committee about the legal structure of proposed standby 
orders which would become effective immediately upon the declaration of an 
emergency by the President. 
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Ican goon. Itis not very long. The last paragraph: 

Mr. Mullin gave the group a review of the iron and steel scrap export situation. 
The task group members agreed that a careful watch, on the issuance of export 
licenses, should be maintained, as well as on actual shipments on a bimonthly 
basis. 

Wouldn’t this be a matter of intense interest to the entire industry ? 

Mr. Honryrwe.u. Yes; but may I please speak again to the purpose 
of this meeting ? 

Mr. Materz. Sure. 

Mr. Honrywetu. You mentioned, as you went through there—— 

Mr. Matrrz. By the way, you were present at this meeting. 

Mr. Honreyrwewi. Was I? 

Mr. Maerz. Yes. 

Mr. Honrrwetu. Thank you. I didn’t realize it; there are so many 
going on all the time. Do you understand what was meant by the 
statement “set-asides” ? 

Mr. Maretz. Will you explain that to us, sir? 

Mr. Honeywe tt. I would be happy to. On these critical metals, 
steel, aluminum, copper, the Government quarterly establishes a set- 
aside that every mill must maintain to accept Government-rated orders. 

Mr. Keatine. What is a set-aside. 

Mr. Hontrwe.w. The set-aside is a percentage of their total pro- 
duction, Mr. Keating. 

Mr. Keatine. For Government stockpiles? 

Mr. Honeyrwetu. No; pardon me; for Government orders, current 
orders to go into current production. 

Mr. Rorer. Defense orders. 


Mr. Honryrwe tu. Defense-rated orders. The 8 em of this is to 


equitably, large and small, geographical and in all other respects, not 
load any one company with nothing but Government-rated orders to 
the detriment of their normal business with their normal civilian 
customers. 

Let’s just hypothetically say that 10 percent is the established set- 
aside for a metal commodity. Let’s use the word “steel.” No mill is 
required to take rated orders in excess of 10 percent of their pro- 
duction within a given period of time. 

The net result is that the customer will have to go to another mill 
who has not exhausted the degree of set-aside required, to place. his 
rated order. It is done for the very purpose that the question was 
raised shortly before, taking care of all interests, large and small, so 
that a small mill won’t find that it has rated orders which, according 
to the law, he must fill to the exclusion of all of this normal civilian 
business. It assures a fair prorate of rated orders over the whole 
industry. 

The Cuarrman. I would just like to ask you something that is a 
little off what we have been discussing now, but the staff and I have 
been receiving quite a number of complaints concerning the shortage 
of window glass. I don’t know whether you are apprised of that at 
all. 

We are getting complaints from the Middle West and from my own 
balliwick in Brooklyn and in New York, and I am informed from 
New England it is very difficult for these manufacturers or fabricators 
to get window glass. Do you know anything about that? Can you 
enlighten us on that? 
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Mr. Honeywe.u. I am sorry, Mr. Chairman, I wish you had hit 
upon one that I do know about. This is the first time I have heard 
of window glass being in such outstandingly short supply. I know, 
of course, of the short supply on certain metals, of cement, of news- 
print, but I don’t happen to know a thing about the window-glass 
situation. 

Mr. Keatine. Of course, there has been so much building going on. 

Mr. Honreywetu.. That’s right. 

Mr. Keatina. The demand might have exceeded the supply. 

Mr. Honeywett. I just don’t happen to know that commodity. 

The CuairMan. Shall we send those letters to you ? 

Mr. Honrrwe.u. We would be very happy to give you a full and 
complete rundown, so that you could advise your constituent. 

Mr. Marrrz. We have received complaints, as the chairman has 
indicated, from various sections of the country, and the complaints 
are rather uniform. Most of the complainants are manufacturers of 
storm windows, who state that there is a very small group of com- 
panies which manufacture window glass, a that these companies 
are making the window glass available, only to the automobile manu- 
facturers and other large customers, as a result of which the small 
businesses have had cal two options, either to buy window glass 
from foreign sources, principally Canada, at exorbitant prices or else 
go out of business. Based on the most recent advice we have been 
obtaining, this problem is becoming intensely acute. 

I am sure, as the chairman has indicated, the committee would be 
very happy to refer this matter to you for whatever action you can 
take on the subject. 

Mr. Honryrwexi. We will be very happy, but may I call your 
attention, please, the attention of the whole committee, to the fact that 
we have no authority to direct the distribution of any commodity in 
the market other than for rated orders, and that is a continuing prob- 
lem in all items of short supply. 

We will be happy to give you a complete rundown, or as complete 
as we can get it, of the availability, the demand figures, and any 
practices that are known to us within the industry. 

The Cuarrman. Thank you very much for that answer. 

Mr. Harkins. Mr. Honeywell, during this hearing we have received 
considerable testimony from different individuals. I am going to 
base this line of questioning on the testimony we received, but I am 
going to treat them as hypothetical questions in order to define the 
policies of BDSA rather than to relate it to any specific individual. 

Do you believe it is proper for a WOC employed by BDSA to rep- 
resent his company on an industry advisory committee that is organ- 
ized by another Government agency? Is that a permissible activity of 
WOC in BDSA? You see, he is not there as a WOC, he is there as 
a representative of his company. 

Mr. Honrywe tt. I am sorry; I don’t believe that such a situation 
has ever arisen, to my knowledge, within the operations of BDSA. 

If it has—and I don’t know what I could speak to that subject. I 
don’t believe that I have an opinion that I can give you. 

Mr. Harkins. Do you have any regulations that prohibit it ? 

Mr. Honrywe tu. Not insofar as sitting on an industry advisory 
committee of another Government agency. I have never heard the 
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point raised, even, before. I am sure that we have no regulations 
covering such a point. 

Mr. Harxriys. Do you think it would be proper for a WOC who is 
employed in BDSA to represent his company on such an advisory 
committee ? 

Mr. Keatine. You mean at the time he was serving 

Mr. Harkins. Yes; at the time he was serving as a WOC for 
BDSA. 

Mr. Honeyweu. I wish that I could frame a specific answer to 
that. I don’t know all the circumstances. I am sorry, I just don’t 
feel qualified at the moment, without looking into more of the detail 
on it. 

Surely, he is financed by a company while he serves as a WOC, 
but I can readily believe that because he is here as a man of expertise 
capacity, he might serve not for his company but for an industry at 
such an IAC in another Government agency. 

Mr. Harkins. That is not the problem. 

Mr. Honeywe .. I realize that is not the question you asked me, 
and that is why I find it so difficult to specifically pin it down to 
whether it would or would not be appropriate for him to represent 
his company, under those circumstances. 

Mr. Harkins. Do you recognize any problem in the possibility, 
in a WOC undertaking such functions for his company, while he is 
a WOC? 

Mr. Honeywe t. I frankly don’t, at the first blush, see whether 
it is going to make an awful lot of difference whether he is a WOC 
in the Department of Commerce and may serve as a member of an 
IAC of, let’s say, Defense or some other area, any more than though 
he had come direct from his company to serve on that committee. 

Mr. Harkins. I am trying to delineate the types of activities that 
a WOC is permitted to perform for his company while he is serving 
the Government, that is all. 

Mr. Honeyrwetu. With your permission, I will reserve any fixed 
comment on that. 

As I say, the point has never even been raised as a potential, to my 
knowledge. I never studied it. 

Mr. Harkins. I think both Mr. Clay and Mr. Pasek testified that 
they had engaged in such representation for their company. 

Mr. Keatina. At the time they were serving as WOC’s? 

Mr. Harkins. Yes, sir. 

Mr. Honerwetu. There you speak of specific conditions, of which 
I have no knowledge. 

Mr. Harkins. That is the reason I am basing this on hypothet- 
ical 

Mr. Keattna. They didn’t serve during your tenure? 

Mr. Honerweu. No, sir; they both served under the National 
Production Authority. And may I also, please, point out that the 
National Production Authority functioned during a hot shooting 
war, and that possibly many short cuts might have been employed 
at that time which might not seem to be appropriate today when it 
is only a cold war. 

The Cuarrman. You feel that that situation would be inappro- 
priate today, that that would develop? 
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Mr. Honrywe tu. I wouldn’t want to make a categorical statement 
on that, Mr. Chairman. I would like to take it under advisement 
and review, and see what the implications might be in such a thing. 
I don’t see anything terribly heinous about such an operation. 

Mr. Harkins. I have a related question where the WOC does not 
serve as his company representative on another industry advisory 
committee, but he serves as a consultant for them, or assists another 
industry advisory committee. 

Mr. Honerwe.u. In that respect, I would think it was quite appro- 
priate, because we have just exactly the opposite situation of people 
coming to us from the Department of Defense to attend an IAC 
meeting within the Department of Commerce. 

Mr. Harkins. Would it be appropriate if the WOC assisted an- 
other agency’s advisory committee in its work on the preparation of 
specifications with which his company was interested, his company 
sold materials to the other agency ? 

Mr. Honrywett. I think that that would be quite appropriate from 
this standpoint: that those specifications apply to all bidders on a 
given product or commodity, and it is expertise advice for the benefit 
of the Government, and he is serving all of the Government, he is 
expanding his activities merely outside of BDSA, making him avail- 
able to other governmental activities. 

Mr. Harkins. Wholly apart from his activities as a WOC, during 
the time he serves as a WOC do you think it is proper for the individ- 
ual to contact other business firms for the purpose of soliciting busi- 
ness for his employer, the person he is paying a salary while he is 
working for the Government ? 

Mr. Honrrwew. This, of course, you say is a hypothetical question ? 

Mr. Harkins. That’s right. 

Mr. Honerwew. And I think that that would be almost impossible 
for me to answer extemporaneously this way. 

I think it has a bearing, many things have bearing on it, as to 
when this was done, whether it in any way affected his work as a WOC, 
whether in any manner he used his position as a WOC to 

Mr. Harkrns. I didn’t make my question clear, Mr. Honeywell. I 
am saying this is entirely separate from his WOC duties. He is not 
using his Government position. He is simply attempting to secure 
customers for his company. 

Mr. Keatrne. At night or before breakfast ? 

Mr. Harxkrys. At night, before breakfast, or maybe he takes time 
off from Government. 

Mr. Roprno. On weekends. 

Mr. Honryrwe.i. We have taken the position, gentlemen, that we 
dlo not ride herd on these men after they have given their responsibili- 
ties as WOC’s a full day’s, or a proportionate part of their time 
required by their job as a WOC. 

If there is no conflict of interest involved, we see no reason to be 
critical of these relatively minor activities, in which he might do a 
favor, errand, or something like that, for his company, outside and 
beyond his official capacities. 

Mr. Harxrins. Mr. Roper, are full-time salaried employees of the 
Department of Commerce permitted to do that ? 
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Mr. Roper. I know of no rule that prohibits them from doing that, 
Mr. Harkins. 

Mr. Keatrna. They are prohibited from being paid by an outside 
company to do business. 

Mr. Roper. Excuse me; perhaps I misunderstood the question. I 
think the rule of the Department and other Government agencies is 
that a regular full-time salaried employee may engage in any activi- 
ties, business or otherwise, that are not incompatible with his Gov- 
ernment employment. 

Mr. Kreatne. What does the statute say about their not working 
for any one else if they are working for the Government? One of 
you read a statute this morning. 

Mr. Harkins. That is section 1914, United States Code, title 18, 
the conflict of interest statute which prohibits them from accepting 
payment for the services they are performing for the Government. 

Mr. Roper. These services, as I understood it, were separate and 
apart from services for the Government. 

Mr. Kearina. If a Federal employee wants to run a gas station, or 
something ¢ 

Mr. Roper. That is perfectly all right. 

Mr. Keating. You don’t prohibit that? 

Mr. Rorrr. I know of nothing in the Criminal Code that would 
prohibit it. 

Mr. Keratine. As long as he doesn’t enter into a conspiracy with 
other people to fix the price of gas. 

Mr. Roper. Of cen at the retail level. 


Mr. Honerwe -. So long, also, as it does not impair or conflict with 


the primary responsibility to the Government. 

Mr. Harkins. Is it permissible for a WOC to contact other Gov- 
ernment employees? He is not going over as a WOG, he is going over 
as a private employee, in connection with business that his employer 
has with the Government. Is that proper fora WOC? His relation- 
ship in these contacts to the other Government agency has no connec- 
tion with his official WOC duties. 

Mr. Honerwett. Again, and remember this, please, has to be a hypo- 
thetical answer to meet a hypothetical question 

Mr. Harkins. I understand. 

Mr. Honeywe tt (continuing). But if there is no element of conflict 
of interest involved, and it does not interfere with his responsibilities 
as a WOC, I see very little difference between that and his doing 
business uptown with somebody else for his employer. 

Now, then, if there is an element where he is using knowledge, pres- 
sures, or other inside information gained by virtue of his becoming a 
WOG, and he uses that for the benefit of his employer, there would 
appear immediately to start to develop a conflict of interest. 

Mr. Harkins. That is a fair answer. 

There is an order dated August 5, Department Order No. 77 of the 
Department of Commerce, entitled “Conflicts of Interest in Private 
Business Activities of Officers and Employees of the Department”— 
First, is this order applicable to activities of WOC’s. 

Mr. Rorrr. I am not certain, Mr. Harkins. I believe it is. 

Mr. Harkins. Are you familiar with the order? 


67271—-56—pt. 3——41 
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Mr. Rover. I have read the order. I haven’t addressed myself to 
that question recently. 

Mr. Harkins. I am not certain whether the order covers WOC’s. 
Will you please supplement the record and give the citation indicating 
this covers WOC’s? 

Mr. Rover. In other words, you want a response to your question : 
Does Department Order 77 apply to WOC’s? 

Mr. Harkins. That’s right. 

Mr. Roper. I say I believe it does, but I will check it further. 

(On January 13, 1956, the Department of Commerce supplemented 
the record as follows :) 

Department of Commerce Order No. 77: Conflicts of Interest and Private 
Business Activities of Officers and Employees applies to all officers and employees 
of the Department and contains no exception for those serving without com- 
pensation (WOC’s). 


Mr. Harkins. Now, section 4.01-1 of this order reads as follows: 

Gratuities: No officer or employee of the Department may either individually 
or as a member of the group, directly or indirectly ask, accept or receive any 
gift, favor, service, loan, or entertainment which might reasonably be in- 
terpreted as tending in any degree to influence the performance of his official 
duties from any person whom he may reasonably expect to be affected by the 
performance of his official duties or with whom he has had or reasonably may 
expect to have official relations. 


Does this order prohibit a WOC from entertaining full-time sal- 
aried employees of the Government, either picking up their lunch 
checks, taking him to cocktail parties? 

Mr. Roper. I don’t think it would, Mr. Harkins. 

Mr. Harnrns. You don’t think it would? 


Mr. Rover. No, sir. 

Mr. Harkins. I would like to introduce this order into the record. 
The CuHarrMan. It will be accepted. 

(The document referred to is as follows :) 


[Advance release for Tuesday a. m.’s, August 23, 1955] 
‘UniTED STATES DEPARTMENT OF COMMERCE 
OFFICE OF THE SECRETARY 
Washington, D. C. 


SINCLAIR WEEKS, SECRETARY 


A single standard of employee conduct, based on the concept that a public office 
is a public trust, and calling for vigilance to avoid any semblance of impropriety 
in relations with the business community, was issued today by the Department 
of Commerce for the guidance of all personnel. 

The standard is incorporated in Departmental Order 77 on conflicts of interest 
and private business activities of officers and employees, which is the result of 
a year’s study by a special task group in the office of the Assistant Secretary 
of Commerce for Administration. 

The order states that “no publie officer can lawfully engage in business activi- 
ties which are incompatible with the duties of his office. He cannot, in his pri- 
vate or official character, enter into engagements in which he has, or can have, 
a conflicting personal interest. He cannot allow his public duties to be neglected 
by reason of attention to his private affairs.” 

The order further states that “the close and sensitive relationship between the 
Department of Commerce and the Nation’s business community calls for special 
vigilance on the part of all officers and employees to avoid even any appearance 
of impropriety.” 
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Discussing limitations on private-business activities or interests, the order 
states it is Department policy “to place as few limitations as possible on private 
business activities or interests consistent with the public trust and the effective 
performance of the official business of the Department. There is no general statu- 
tory or regulatory limitation on the conduct of private business activities for 
compensation by officers or employees of the Department, when the private 
activity is not connected with any business of the Government with which the 
employee may have a relationship by reason of his Government position. When 
the private business activity does not touch upon some such interest, it may be 
conducted if it falls outside the statutory limitations and regulatory limitations 
set forth in or pursuant to this order.” 

Employees may submit any questions on proposed private business activities 
or interests and obtain a written ruling on whether such activities are com- 
patible with requirements of the Department. 

In addition to outlining statutory limitations relating to private business 
activities for compensation, salaries from other sources, and gratuities, the 
order sets forth regulatory limitations covering private business transactions or 
private arrangements for personal profit, including economic interests, private 
speaking, writing, teaching, and consultative services. 

The order provides for decentralized administration by the heads of the 
bureaus. 


UNITED STATES OF AMERICA DEPARTMENT OF COMMERCE 
MANUAL OF ORDERS—PART 1 
Department Order No. 77 (Amended) 

Date of issuance : August 5, 1955 
Effective date : August 5, 1955 


Subject: Conflicts of interest and private business activities of officers and 
employees. 


Section 1. Purpose 


.01 The purpose of this order is to outline the applicable statutory limitations 
and the regulations of the Department with regard to conflicts of interest and 
private business activities of officers and employees, thus providing (1) guid- 
ance to enable them to protect the good name of the Department, their associ- 
ates, and themselves for integrity and fairness in carrying out the official business 

‘of the Department, and (2) a system of regulations which can be administered 
intelligently and flexibly by the head of each bureau. 

.02 The agency inspection staff established by Department Order No. 158, is 
intended to help achieve this purpose, and all employees are urged to cooperate 
with the agency inspection staff to the maximum extent. 


Section 2. Policy of the Department 


.01 Public trust——aA public office is a public trust. No public officer can law- 
fully engage in business activities which are incompatible with the duties of 
his office. He cannot, in his private or official character, enter into engage- 
ments in which he has, or can have, a conflicting personal interest. He cannot 
allow his public duties to be neglected by the reason of attention to his private 
affairs. (40 Op. A. G. 187, 190.) The foregoing principles are applicable to all 
employees of the Department as well as to all officers of the Department, to- 
gether with the more detailed statutory and regulatory limitations set forth in 
this order. In effect, these statutory and regulatory limitations do not add to the 
substance of the foregoing principles, but rather spell them out and are in- 

.02 Special relationship to the business community.—The close and sensitive 
relationship between the Department of Commerce and the Nation’s business com- 
munity calls for special vigilance on the part of all officers and employees to 
avoid even any appearance of impropriety. The regulations set forth in this order 
have been adopted in order to promote the efficiency of the service in the light 
of the particular ethical and administrative problems arising out of the work 
of the Department. 





1828 WOC’S AND GOVERNMENT ADVISORY GROUPS 


.03 Limitations on private business activities or interests.—It is the policy 
of the Department to place as few limitations as possible on private business 
activities or interests consistent with the public trust and the effective per- 
formance of the official business of the Department. There is no general statutory 
or regulatory limitation on the conduct of private business activities for com- 
pensation by officers or employees of the Department, when the private activity 
is not connected with any business of the Government with which the employee 
may have a relationship by reason of his Government position. When the pri- 
vate business activity does not touch upon some such interest, it may be conducted 
if it falls outside the statutory limitations and regulatory limitations set forth in 
or pursuant to this order. 


Section 8. Statutory limitations 

.01 Certain statutory limitations relating to private business activities for 
compensation, salaries from other sources, and gratuities which have depart- 
mentwide application are cited and summarized in this section and are hereby 
adopted as administrative regulations of the Department. In case of doubt on 
any question of statutory application, the officer or employee should consult the 
text of the statute itself and should rely on legal counsel. 

1. Title 18, United States Code, section 216, prohibits any officer or em- 
ployee of the United States from receiving any consideration for procur- 
ing any contract with the United States. 

2. Title 18, United States Code, section 434, prohibits anyone who is an 
officer, member, or agent of any private concern, or who is directly or indi- 
rectly interested in its pecuniary profits or contracts, from acting on behalf 
of the United States in transacting business with the concern. 

3. Title 18, United States Code, section 281, prohibits any officer or emploree 
from receiving, or agreeing to receive, any compensation for any services 
rendered by himself or another in relation to any proceeding, contract, claim, 
controversy, charge, or other matter in which the United States is directly 
or indirectly interested before any executive agency of the Government. 

4, Title 18, United States Code, section 283, prohibits any officer or em- 
ployee from acting as agent or attorney, or assisting, in the prosecution of 
any claim against the United States. 

5. Title 18, United States Code, section 284, prohibits former officers and 
employees within 2 years after their employment by the United States Gov- 
ernment ceases, from prosecuting, or from acting as counsel, attorney, or 
agent for prosecuting, any claim against the United States involving any 
subject matter directly connected with which such person was employed or 
performed duty. 

6. Title 5, United States Code, section 99, prohibits officers and employees ° 
from prosecuting any claim against the United States which was pending in 
any of the departments during their employment, and prohibits them from 
aiding in the prosecution of such a claim for 2 years after such employment. 

7. Title 18, United States Code, section 1914, prohibits any Government 
official or employee from receiving any salary for the services performed by 
him for the Government of the United States from any source other than the 
Government of the United States, except as may be contributed out of the 
treasury of any State, county, or municipality. 

8. Title 18, United States Code, section 202, provides that any officer or em- 
ployee who asks, accepts, or receives any bribe with intent to have his decision 
or action on any question, matter, cause, or proceeding which may at any 
time be pending, or which may by law be brought before him in his official 
capacity, or in his place of trust or profit, influenced thereby, shall be fined 
not more than three times the amount of money or value of the thing so asked, 
accepted, or received, or imprisoned not more than 3 years, or both, and shall 
forfeit his Government position and thereafter be disqualified from hold- 
ing any office of honor, trust, or profit under the United States. 

.02. Some of the statutes described in section 3.01 apply only partially to cer- 
tain persons employed under section 710 (b) of the Defense Production Act of 
1950, as amended (50 U. S. C., App. 2160 (b); Executive Order No. 10182 as 
amended by Executive Order No. 10205). 


Section 4. Regulatory limitations 


01 The regulatory limitations set forth in this section cover private business 
transactions or private arrangements for personal profit, including economic 
interests, and private speaking, writing, teaching and consultative services. 
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1. Gratuities.—No officer or employee of the Department may, either indi- 
vidually or as a member of a group, directly or indirectly, ask, accept, or 
receive any gift, favor, service, loan or entertainment, which might reason- 
ably be interpreted as tending in any degree to influence the performance of 
his official duties, from any person whom may may reasonably expect to be 
affected by the performance of his official duties, or with whom he has had, 
or reasonably may expect to have official relations. 

2. Interference with duties.—No officer or employee of the Department 
may engage, directly or indirectly, in any private business transaction or 
private arrangement for personal profit which tends in any way and or in any 
substantial degree to interfere with the performance of his duties in the 
Department. 

3. Discredit, criticism, or embarrassment to the Department.—No officer 
or employee of the Department may engage, directly or indirectly, in any 
private business activity or private arrangement for personal profit which 
may reasonably be expected to reflect discredit on the Department or become 
a source of criticism or embarrassment to the Department. 

4. Capitalization of official position, information, or resources.—No officer 
or employee of the Department may engage, directly or indirectly, in any 
private business transaction or private arrangement for personal profit 
which involves or permits the capitalization of his official title, by himself 
or others, or which may reasonably be construed by the public as accruing 
from, being based upon, or utilizing, his official position or authority, or 
resources or information not available to the general public, to which he 
has access by reason of his position or authority. (With regard to use of 
official title in speaking, writing, or teaching, see section 6.03 3) 

5. Prejudice to impartial judgment.—No officer or employee of the Depart- 
ment may engage, directly or indirectly, in any private business activity or 
private arrangement for personal profit which may reasonably be expected 
to result in a conflict of interest which would tend to prevent him from 
exercising impartial judgment on behalf of the Department. 

6. Disqualification when impartial judgment may be prejudiced —No 
officer or employee of the Department may participate in or attempt to 
influence in any way, directly or indirectly, any official transaction, or nego- 
tiations relating thereto, or decision which affects chiefly any private person 
or organization (1) by whom he has been employed or with whom he has 
had any substantial economic interest within 2 years prior to the time of 
such transaction of business, (2) with whom he has any substantial economic 
interest at the time of such transaction or decision, or (3) with whom he has 
arranged or is negotiating for subsequent employment or business relations, 
except with express prior authorization as provided for in section 6. 

7. Disclosure of commercial or economic information.—No officer of em- 
ployee of the Department may divulge any restricted commercial or economic 
information to any unauthorized person ; release any commercial or economic 
information in avance of the time prescribed for its authorized issuance; 
or make use of, or permit others to make use of, any commercial or economic 
information for private purposes on a basis of advantage not available to 
the general public. 

8. Speculation.—No officer or employee of the Department may participate 
directly or indirectly in any transaction concerning the purchase or sale of 
corporate stocks or bonds or commodities for speculative purposes, as dis- 
tinguished from bona fide investment purposes. (Federal Personnel Manual, 

2-26.) 

9. Representation of nongovernmental interests by current employees.—No 
officer or employee of the Department may represent any nongovernmental 
interest in any matter which involves any case or matter about which such 
person has acquired knowledge, or has taken, or may take action in connec- 
tion with his official duties. 

10. Transaction of buiness with persons who change sides.—No officer or 
employee of the Department shall transact official business with any person 
who during or within 2 years after his employment by the United States 
Government is known, or reasonably believed to be, representing any non- 
government interest in any specific case or matter about which such person 
has acquired knowledge or has taken action in connection with his official 
duties, except after prior authorization as provided for in section 6. 

11. Utilization of Government time or resources.—No officer or employee 
shall utilize, or permit others under his control to utilize, Government time 
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or resources, directly or indirectly, for any activity, other than (1) official 
business, or (2) an activity authorized as provided for in section 6. 

12. Instruction for a civil service examination.—No officer or employee 
of the Department may instruct, directly or indirectly, or be concerned in 
any manner with the instruction of, any person or class of persons with a 
view to their special preparation for a civil service examination (Executive 
Order No. 9367). 

13. Contracts between the Government and its employees.—No officer or 
employee of the Department may enter into a contract with the Government, 
except after prior authorization, as provided for in section 6. (See Comp- 
troller General’s ruling in 27 Comp. Gen. 735, 736). 


Section 5. Supplementary regulations of primary organization units 


.01 Each primary organization unit is hereby authorized and directed to 
prescribe, after clearance with the Director of Agency Inspection, such additional 
regulations not inconsistent with this order as may be necessary to effectuate 
the general purpose of this order in the light of their individual operating 
requirements, including but not limited to pertinent statutory provisions, such 
as: 35, United States Code 4 (Patent Office) ; 49 United States Code 421 (Civil 
Aeronautics Administration) ; 46 United States Code 1111 (b) (Maritime Ad- 
ministration) ; and certain provisions of the Defense Production Act of 1950 
(Business and Defense Services Administration and any other primary organiza- 
tion unit affected). 

.02 Such regulations shall have the same force and effect, and involve the same 
penalties, as restrictions and requirements set forth in this order. 


Section 6. Administration 

.01 Indirect activity.—The admiinstrative regulations of this order, both the 
statutory provisions adopted as administrative regulations in section 3 and the 
regulations in section 4, together with the responsibility for obtaining prior 
authorization in accordance with this section, apply equally when the private 
activity is undertaken by any other person acting for or in concert with an 
officer or employee of the Department. 

02 Responsibility of officers or employees——Unless the proposed activity 
clearly does not involve any question relating to a limitation or requirement set 
forth in or pursuant to this order, it is the personal responsibility of each officer 
or employee who undertakes any form of nonofficial or private activity or arrange- 
ment for profit to ascertain that his activity or arrangement for profit is per- 
missible under this order. To ascertain this point, he should obtain written 
prior authorization of the activity as provided for in this section. Each employee 
granted such authorization is responsible for confining such activity or arrange- 
ment to the scope and intent of the authorization. If circumstances change, or 
the nature or extent of the activity or arrangement changes in such manner as 
to involve the possibility of a violation of a limitation or requirement prescribed 
in or pursuant to this order, the officer or employee is responsible for obtaining 
further written prior authorization before continuing in the activity or 
arrangement. 

03. Authorizations.—Al1l requests for authorizations required under section 4, 
or made by an officer or employee in accordance with this section, shall be ad- 
dressed to the head of the primary organization unit concerned, or his designated 
representative. When granted, authorizations will be in writing and a copy of 
each authorization will be filed in the employee's official personnel file. 

1. In case of doubt, or upon the request of an officer or employee concerned, 
cases or questions will be forwarded to the Director of Agency Inspection for 
decision. 

2. Where an activity requested to be authorized can be conducted as offi- 
cial business, it shall not be authorized as a private activity, but rather must 
be conducted as official business. If an activity has some of the character- 
istics of official business and some of the characteristics of private business, 
and if it is not practicable to keep official business separate from private 
business, it shall be classified for the purposes of this order as private busi- 
ness. 

3. Where authorizations involve speaking, writing, or teaching, use of the 
official title of an officer or employee for identification purposes may be 
authorized, provided the officer or employee makes it clear that his state- 
ments and actions are not of an official nature. 
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4. If an authorization has been granted for a specific activity or arrange- 
ment, and the activity or arrangement is subsequently deemed to constitute 
a violation of the limitations or requirements prescribed in or pursuant to 
this order, the officer or employee concerned shall be notified in writing of 
the cancellation of the authorization and shall modify or stop the activity 
involved. 

.04 Violations.—Violation of or failure to comply with any limitation or 
requirement set forth in or pursuant to this order will be cause for disciplinary 
action, ranging from warning to removal, in accordance with the gravity of the 
offense. 

.05 Responsibility of heads of primary organization units.— 

1. Heads of primary organization units and their designated representa- 
tives are responsible for enforcement of the requirements set forth in this 
order. 

2. As soon as practicable after issuance of this order, heads of primary 
organization units shall undertake a systematic review of activities and 
interests within the purview of this order and take such action as may be 
necessary to result in compliance with this order. 

3. Questionable cases may be referred to the Director of Agency Inspec- 
tion for decision. 

.06 Interpretations and exrceptions.— 

1. Questions relating to the interpretation of this order should be re- 
ferred to the Director of Agency Inspection for clarification or decision. 

2. Within the limits of administrative discretion permitted to the De 
partment, exceptions to the provisions of this order may be granted from 
time to time in unusual cases by the Director of Agency Inspection, when- 
ever the facts indicate that such an exception would promote the efficiency of 
the service. Each request for such an exception shall be submitted in 
writing to the head of the primary organization unit concerned, or his 
designated representative, and shall contain a full statement of the justifi- 
cation for the request. Such requests shall be forwarded to the Director of 
Agency Inspection by the head of the primary organization unit concerned, 
or his designated representative. 

Section 7. Effect on other orders 

.01. This order supersedes Department Order No. 77, dated June 27, 1947, 
Administrative Order No. 202-26 (amended), dated September 11, 1950, and 
Administrative Circular No. 113, dated December 22, 1950. 

.02 Any other orders or parts of orders, the provisions of which are incon- 
sistent or in conflict with the provisions of this order, are hereby amended or 
superseded accordingly. 

SINCLAIR WEEKS, 
Secretary of Commerce. 


Mr. Harkins. I want to look at the activities of a WOC who is 
called in to head a division, in an industry of which his own company 
is a member. First, are you familiar with the branch and section 
chief policy recommended by John Lord O’Brian with respect to 
activities of the War Production Board ? 

Mr. Honrywe tw. I am not. 

Mr. Harkins. That is as follows: 


No man shall serve as chief of a branch whose previous connections in 
private business was within the industry represented by the branch and, second, 
in the future no man will be appointed chief of the section whose previous con- 
nection in the private business was in a particular industry represented by the 
section. 

Mr. Keratrne. I have an extremely high regard for John Lord 
O’Brian, but that was the time when they put that in that they got 
fouled up in all kinds of stuff. 

They had Dixie Cup people running steel, and steel people running 
the cameras, and my recollection is that thing just didn’t work out 
at all. 

Mr. Harkins. That is possible. 
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Mr. Honeywell, what specific qualities do you attempt to secure by 
employing WOC’s? Is is managerial ability or is it technical detailed 
know-how of the industry ? 

Mr. Honrywetxi. Depending upon the nature of the position he is 
to hold, it is a combination of both. It is largely expert knowledge of 
his industry, but for a division director there is a degree of managerial 
responsibility, as well. 

Mr. Harxtns. Of the two, which is the most important? 

Mr. Honrywe tu. The expert knowledge is more important than the 
managerial, because in every case we have a career deputy who can and 
does, in some cases, handle the managerial side of the control of the 
work of the division. 

Mr. Harxrns. Couldn’t you get the technical information from con- 
sultants? Is it necessary to put a WOC in a line responsibility to 
secure the technical knowledge requisite ? 

Mr. Honrrwetu. We believe that experience indicates that it is 
necessary. 

Mr. Harkins. When a man that is a WOC is a division director, 
his responsibilities include the preparation of standby orders for 
mobilization, recommendations concerning loans under the Defense 
Production Act, and determination of goals to meet mobilization re- 
quirements. They all affect his company, do they not, any recom- 
mendation he makes? 

Mr. Honrywe.. To the extent that his company is involved in that 
industry, yes. 

Mr. Harkins. The basic question was he heads up an industry di- 
vision of which his company is a part. And he makes recommenda- 
tions on stockpile goals and the management of the stockpile? 

Mr. Honrywetu. Correct: 

Mr. Harkins. All of his recommendations directly affect his com- 
pany, do they not? 

Mr. Honryrwetu. To that extent as outlined. 

Mr. Harkins. Mr. Roper, you recall the last time you were here 
we questioned a voluntary agreement relating to anhydrous ammonia 
for munitions production. Subsequent to your testimony you sub- 
mitted a memorandum indicating that you felt that that was a proper 
activity, and it was not a voluntary agreement under section 708. 

Mr. Rorrr. Yes. 

Mr. Harkins. In this memorandum you stated: 

BDSA dealt directly with individual producers and arranged for the delivery 
of military requirements in a manner which prevented an inequitable impact 
of the requirements. 

Would a WOC be the person to contact the individual producers in 
instances like that ? 

Mr. Roper. I have no knowledge of how it was handled in that par- 
ticular case. In fact, I would doubt that a WOC did the individual 
contacting in that particular situation. 

Mr. Harkins. Would it be proper for a WOC to do that ? 

Mr. Roper. I don’t think it would be improper. 

Mr. Harkins. Would it be if he asked his own company if they 
would agree to take a certain percentage of defense requirements ? 

Mr. Roper. Subject again to obtaining a suggestion or recommen- 
dation and approval at a higher level. 
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Mr. Harkins. But he would deal with his own company ? 

Mr. Honrrwewu. He might, I don’t say that he did. 

Mr. Harkins. And he would deal with competitors of his own com- 
pany, would he not? 

Mr. Honeyrwe tu. He might. 

Mr. Harkins. Necessarily he would have to, would he not ? 

Mr. Roper. Yes, sir. 

Mr. Harkin. Do you think that is a proper activity for a WOC ? 

Mr. Roper. Again in the context of obtaining information from 

articular companies for the purpose of equitably distributing mil- 
itary business among various producers, I don’t see anything per se 
improper in a WOC ‘contact ing individual producers on an individual 
basis. 

Mr. Harkins. What he is doing here is apportioning the military 
requirements among the industry. You stated it was to avoid the 
necessity of having an order issued. 

Mr. Roper. Let me say this, Mr. Harkins: that the WOC is not 
making any apportionment in the particular case to which you refer 
and with respect to which I am not completely familiar. 

I know for a fact, at least to the Deputy Administrator level, and 
I believe the Acting Administrator level, that when Mr. McCoy was 
fully informed about this procedure 

Mr. Honreyweti. Mr. McCoy actually testified on that when he 
was here. 

Mr. Harkins. You are saying that an industry division would 
not engage in such an allocation program. 

Mr. Roper. No, I believe that is a correct statement. 

Mr. Harkins. You think it would be proper for an industry divi- 
sion to allocate military requirements in this manner ? 

Mr. Roper. My view is that that type of informal allocation should 
be cleared at the Administrator’s level in BDSA. I think I testified, 
Mr. Harkins, that this procedure for distribution of anhydrous am- 
monia was in lieu of issuance of a formal document which would have 
the force and effect of law under the Defense Production Act. 

Accordingly I think that an informal distribution procedure of this 
nature should have the same sort of concurrence that is required of 
a formal issuance in BDSA, which again would be at the Deputy 
Administrator or Administrator level. 

Mr. Harkins. Do you have any authority to make informal dis- 
tribution arrangements of this nature ¢ 

Mr. Rorer. I am sorry, will you repeat that. 

Mr. Harkins. Does your agency have any authority to make ar- 
rangements of this nature? 

Mr. Rover. We testified before that we interpret our title I au- 
thority under the Defense Production Act as authorizing us to make 
this type of arrangement with individual producers for the purposes 
of accomplishing what would have been accomplished by the issuance 
of a formal order. 

Mr. Harkins. If you did make an order under title I you would 
have public hearings; would you not? Or at least you would consult 
with the advisory ‘committee’ 

Mr. Rorer. Let me say this: We wouldn’t have public hearings. 
We would probably have consultation with industry. 
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Mr. Harkins. You are required by the statute to have consultation 
with industry. 

Mr. Roper. So far as practicable; that is right. 

Mr. Harkins. Did you have consultation with industry in this in- 
formal procedure ¢ 

Mr. Rover. I would assume, Mr. Harkins, that there was some con- 
sultation with industry. To what extent, to what degree, I have no 
knowledge. 

Mr. Harkins. You stated in your memorandum there was no indus- 
try advisory committee. 

Mr. Roper. There could have been consultation on an individual 
basis, and I might say this: To my personal knowledge there was not 
an IAC meeting in connection with all of the NPA issuances. Some 
of the consultation was on a more informal basis. For that matter, 
the statute does not require any particular or special kind or form of 
consultation. In fact, we have issued documents in NPA where there 
has been no consultation, under emergency conditions. 

Mr. McGrain. Mr. Honeywell, I would like to ask you some ques- 
tions on the subject of full-time employment of WOC’s. I will ask 
the questions by referring to some WOC’s who have served this year, 
1955. As a matter of fact, 1 think two of them may still be on duty 
down there. Four or five were or are directors and one was a deputy 
director. 

The first one was William M. Firshing, of Babcock & Wilcox Co. 
Are you acquainted with Mr. Firshing ? 

Mr. Honeywewu. I am. 

Mr. MoGrait, And do you know to what extent he was a full-time 
employee while he was down here the first 6 months of this year as 
Director of the Power Equipment Division ? 

Mr. Hontywet. You have a special statement which we presented 
for the record and which was admitted when I testified before, on our 
interpretation of full-time versus full-line responsibility, so that I 
wish that we could settle the question of whether we are discussing 40 
hours a week or whether we are discussing the full responsibility under 
the Defense Production Act. 

Mr. McGrat. In this case BDSA arranged with Mr. Firshing and 
his company whereby Mr. Firshing would serve 2 days a week as Di- 
rector and the rest of the time he could continue his regular company 
duties. On the basis of the correspondence which I just handed you, 
do you consider that he served as a full-time employee ? 

Mr. Honryweut. I consider that he discharged the responsibilities 
of Director of that Division to the extent required under the Defense 
Production Act and mobilization base requirements. 

Mr. McGraiz, Then on the basis of Mr. Firshing’s experience, the 
duties of the Director, WOC Director of that Division, required only 
2 days a week? 

Mr. Honeyrwewu. That is correct. 

Mr. McGrain. On duty ? 

Mr. Honrywew.. That is correct. 

Mr. McGrait. Do you think it could have been possible for a career 
employee to serve as the Director and for Mr. Firshing to serve as a 
consultant to the Division ? 

Mr. Honrywe... We have never yet made arrangements whereby ¢ 
consultant puts in regular established time with the agency. 
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He comes on call only as differentiated from this arrangement in 
which we have a Deputy Director who signed this letter that you have 
handed me here, who takes care of the general managerial functions 
of that Division during the time that Mr. Firshing was not there. 

The point that I w ant to also inject into the testimony here is that 
we cannot afford, we cannot secure on a full-paid basis, the services of 
a man of Mr. Firshing’s capacity and background, resiliency of indus- 
try knowledge, could not justify having him there a full 5 di Lys a week, 
The degree of the work under the mobilization requirements was such 
that it could be ac ‘omplished in the time that he devoted to that posi- 
tion. 

Mr. Harkins. Then your testimony is that a WOC who worked 2 
days a week could 

Mr. Hontyrwe tt. In this specific case. 

Mr. Harkins. Perform a full-time job? 

Mr. Honryweti. And as you will see by this letter here, it was 
a prior-agreed arrangement. 

Mr. Maerz. Could the 2-day-a-week man be eligible to be a pre- 
siding officer of an industry advisory committee meeting ¢ 

Mr. Honeywew. Yes; ‘under our present policy in that regard. 

Mr. Harxrys. He is considered to be a full-time employee. 

Mr. McGrat. Mr. Honey well, do you know what percentage or 
what number of your 33 WOC’s serve less than half time in Washing- 
ton as WOC’s? 

Mr. Honrrwe.u. At the present time? 

Mr. McGratu. At the present time. 

Mr. Honryrwe.w. I would not be able to express a definite opinion 
onthat. The successor to Mr. Firshing is serving on a 2- or 3-day-per- 
week basis following exactly the same pattern established with Mr. 
Firshing. 

Mr. McGrait. Would you say that a large number of your present 
WOC’s are continuing in full their company duties and responsibili- 
ties as Mr. Firshing did? 

Mr. HonrYwe.L. He did not continue them in full. He continued 
them in such time as he was not here with us. 

Mr. McGratt. I believe that he did advise the staff that he carried 
out his company duties in full. 

Mr. Honryrweiti. That is not known to me. I meant we would 
assume that he carried out in this case three-fifths. 

Mr. McGrain. I imagine he may have put in some evening work 
to catch up. 

Mr. Honrtrwetu. That is right. 

Mr. McGram. Do you recall a Mr. Krouse of Neptune Meter Co. ? 

Mr. Honrywetun. Yes. 

Mr. McGram. And he served as director of the Water and Fluid 
Industry, Utility Division, the first 6 months of 1955. Do you recall 
what part of the time he spent in Washington on his WOC duties? 

Mr. Honrywett. I believe that the time he spent here was the time 
determined to be required within the Division rather than any prior 
agreed period of time. 

Mr. McGrat. Does this sound correct to you, that he advised this 
subcommittee, the subcommittee staff, that he averaged no more than 
3 days a week in Washington on his WOC duties? 
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Mr. Honeywe.. I think that that would be a fair statement of an 
average. 

Mr. McGraiz. And is it correct that BDSA, when it is arranging for 
the appoinments of WOC’s, does agree with their companies and the 
WOC’s that they only have to spend 2 days a week or half the week 
on their WOC duties? 

Mr. Honzywety. Depending upon the situation within the division 
area in which the man is to serve. It depends entirely on the require- 
ments of that division. 

Mr. McGratzt. Do you know a Mr. Postweiler? I think he is now 
a WOC. 

Mr. Honrywetu. He is now a WOC. 

Mr. McGraiw. And previously, he is not now, apparently he is 
Assistant Administrator now—previously he was Deputy Director of 
the Containers and Packaging Division. 

Mr. Honeywetz. That is correct. 

Mr. McGram. Do you recall a Mr. Leinbach of the Riegel Paper 
Co. who was Mr. Postweiler’s superior in that company ? 

Mr. Honrywe tL. I know the gentleman. 

Mr. McGram. Mr. Leinbach stated on December 9, 1954, he con- 
ferred with Mr. Honeywell in Washington, and then with Mr. Honey- 
well joined WOC Rowlands and went to lunch. Mr. Honeywell told 
Leinbach that if Postweiler could come down to Washington it could 
be done in a half-time basis. It was agreed specifically with Honey- 
well at that time that Postweiler would be only a parttime WOC. 

That is what Mr. Leinbach’s recollection of ‘the meeting and agree- 
ment he had with you is. Do you concur? 

Mr. Honryrweru. That is approximately correct. 

Mr. McGrair. Do you know a Mr. Harry F. Bower of James 
Clow & Son of Chicago, I]. ? 

Mr. Honrywetu. I do. 

Mr. McGram. Who is apparently still a WOC. 

Mr. Honryweww. He is, Water and Sewer Division. 

Mr. McGratt. And is it correct that he spends half his time in 
Washington as a WOC, and the other half of his time taking care of 
his company responsibilities in New York or Chicago? 

Mr. Honeyrwetu. Well, I can’t say as to exactly how much, but he is 
exactly like the gentleman you named before, the preceding one where 
the work in the Division does not require a full, 5-day week par- 
ticipation. 

Mr. McGratm. The staff was advised that Mr. Bower does return 
to New York and Chicago to spend half of his time there, apparently 
each week. 

Mr. Honryweti. Approximately that. 

Mr. McGram. His transportation is paid for by the Government, 
is it not, back and fori? 

Mr. Honrywetz. I cannot say to what extent the Government re- 
imburses that transportation. 

Mr. McGram. Are you acquainted with a Mr. Paul W. Van Den- 
berg, of the Crane Co., Chicago, IIl., who served as chief of the cast- 
ings section from September 1954, to March of 1955? 

Mr. Honerwett. I do not remember Mr. Van Denberg, personally. 

Mr. McGrat. He stated, and is this correct according to your recol- 
lection, that he spent the majority of his time performing his regular 
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company duties, and that he commuted back and forth to Chicago 
about once a week, apparently at Government expense. 

And, as I recall, he was able to continue all his company duties while 
he was serving a minority of his time as a WOC. 

Mr. Honerwewu. I am sorry. In this case I do not remember the 
details of Mr. Van Denberg. The other names you mentioned, I knew 
personally. Mr. Van Denberg, I did not know, personally, or inti- 
mately, at least. 

Mr. McGraiz. Could you supplement the record, Mr. Honeywell, 
if there is any document indicating such an agreement between BDSA 
and any of these individuals or their companies, regarding the time 
they were to serve as WOC’s? 

(On January 13, 1956, the Department of Commerce supplemented 
the record as follows :) 


In accordance with the subcommittee’s request, attached are copies of all doc- 
uments that have been located regarding the time Messrs. Firshing, Krause, Post- 
weiler, Bower, and VanDenberg were to serve as WOC’s. 

1. Letter of December 15, 1954, Charles F. Honeywell to Mr. Fritz Leinbach 
and copy of memo of December 14, 1954, Mr. Roper to Mr. Honeywell ; 

2. Letter of November 22, 1954, E. J. Hand to Mr. M. Nielsen and copy of 
reply of December 7, 1954; 

3. Letter of May 4, 1955, Charles W. Krause to Harry F. Bower. 

It is noted that in the letter of November 22, 1954, from E. J. Hand to Mr. Neil- 
sen there is language which suggests that the prospective WOC’s duties are of 
a policy nature. As has been made abundantly clear by the record developed in 
these hearings, WOC’s do not engage in policymaking activities other than in an 
advisory role, any loose statements to the cdntrary notwithstanding. 


DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., December 16, 1954. 
Mr. Fritz LEINBACH, 
Riegel Paper Corp., 
New York 16, N. Y. 

Dear FRITz: We all thoroughly enjoyed getting together for luncheon last week 
with you and Mr. Postweiler. It was kind of you to take the time and trouble to 
come down. 

You will remember that we discussed the possible legal complications in Mr. 
Postweiler’s continuing certain activities with your company while being with us 
3 to 4 days a week. I am enclosing a copy of a memorandum prepared on this 
subject for me by our counsel for BDSA. From his report, it would appear 
that there is no particular problem involved. This is especially true in the Con- 
tainers and Packaging Division, as the Director is Charlie Lewis, a full-time . 
career employee and your Mr. Postweiler would serve as Deputy Director. I 
think that the question which I raised has been adequately settled by this legal 
opinion. 

It’s a great satisfaction to work with enthusiastic industrialists in this job 
We are attempting to accomplish in Washington. Being with you first in New 
York and then here in Washington has added materially to this satisfaction. 

Again, may I add that we are indeed grateful for your cooperation in making 
Mr. Postweiler available to us. 

With kindest personal regards, 

Sincerely, 
CuaAs. F, HONEYWELL, Administrator. 
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DEPARTMENT OF COMMERCE, OGC, 
December 14, 1954. 
Subject: WOC employment on part-time basis. 
Mr. CHARLES F. HONEYWELL, 
Administrator, BDSA: 

You have asked me whether there are legal objections to the employment of a 
person on a WOC basis to serve as a Deputy Division Director in BDSA with the 
definite understanding that he would perform in that capacity on certain days of 
the week and that on the remaining days he would continue to perform the duties 
assigned to him by his private employer. 

Section 710 (b) of the Defense Production Act of 1950, as amended, and Execu- 
tive Order 10182, as amended, issued by the President thereunder, pertain to this 
question and authorize the employment of persons without compensation under 
certain conditions. Neither of the foregoing, however, appears to forbid the em- 
ployment of a person on a part-time basis without compensation. Nor do I find 
such a limitation in Department of Commerce Administrative Order 202-10 
(amended), December 27, 1950, or Department of Commerce Administrative 
Order 202-26 (amended), September 13, 1950, or in NPA General Administrative 
Instructions 204-6, as amended, and 204-26, which instructions were adopted by 
BDSA on October 1, 1953. 

Accordingly, I conclude that there is no legal objection to employment of a 
person without compensation on the understanding outlined by you. 

I assume, of course, that the duties and activities of the employee will continue 
to engage in on behalf of his private employer will not be incompatible with those 
of his employment by BDSA nor such as to bring him into conflict with those 
restrictions imposed on WOC’s generally by Executive Order 10182, i. e., against 
negotiating contracts with their private employers, passing on applications of 
their private employers, or prosecuting claims during and for 2 years after their 
Government employment involving matters in which they had any responsibility. 

Burt W. Roper, Counsel for BDSA. 


NOVEMBER 22, 1954. 
Mr. M. NIELSEN, 
Vice President, the Babcock & Wilcox Co., New York, N, Y. 

DreAR Mr. NIELSEN: From the inception of NPA and its successor agency, the 
Business and Defense Services Administration, it has been the practice to enlist 
the services of outstanding businessmen and industrialists as directors of the 
various industry divisions. These men serve for a period of 6 months without 
cost to the Government but, of course, they are allowed traveling expenses to and 
from Washington, including $15 per diem living expenses. 

Mr. John H. Spraggon, our present Director, will have served 6 months on 
January 19, 1955, and we would like very much to have Mr. Firshing serve as 
our Director for the next 6 months. In order that he may pick up the loose 
ends of Mr. Spraggon’s work, it would be advisable for Mr. Firshing to be here on 
January 12 or 13 to confer with Mr. Spraggon and at the same time be sworn in 
as the new Director. 

The duties of the Director of the Power Equipment Division are quite varied, 
but more or less confined to matters of general policy. As you probably know, 
the functions of BDSA are to act as liaison between business and Government 
and we try to serve and be helpful to business in every possible way, especially in 
the field of proposed legislation and problems relating to defense. 

We like to have the Director here in Washington on Wednesday and Thursday 
of each week. The Assistant Administrator who has charge of our Division, 
along with 6 or 8 other divisions, usually holds a staff meeting at 9 a. m. each 
Wednesday morning. Every other Thursday, Mr. Honeywell, Administrator of 
BDSA, holds a staff meeting at 9 a. m. for all division directors. 

Mr. Honeywell has approved the appointment of Mr. Firshing as our next 
Director, and we sincerely hope that you can let us know within the next 10 days 
whether this meets with your approval. 

Sincerely yours, 
E. J. HAND, 
Deputy Director, Power Equipment Division 
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Tue Bascock & Witcox Co., 
BorLer Division, 
New York 17, N. Y., December 7, 1954. 
Mr. E. J. HAND, 
Deputy Director, Power Equipment Division, 
Department of Commerce, 
Business and Defense Services Administration, 

Washington 25, D.C. 

Dear Siz: We wish to acknowledge your letter of November 22 advising that 
you would like to have Mr. Firshing serve for a period of 6 months in the 
capacity of Director for the Power Equipment Division, replacing Mr. Spraggon 
whose term expires January 19, 1955. As we understand this request, it will 
require Mr. Firshing’s being in Washington Wednesday and Thursday of each 
week. 

We are entirely agreeable to making Mr. Firshing’s services available for 
this assignment, all as outlined in your letter of November 22. The period prior 
to the effective date of January 19 in which it would be advisable to have Mr. 
Firshing confer with Mr. Spraggon, and also be sworn as the new director, is a 
subject that you should arrange directly with Mr. Firshing. 

Thanking you very kindly for this recognition and for the opportunity of 
assisting the Power Equipment Division in this manner, we are, 

Yours very truly, 
M. NIELSEN, Vice President. 


May 4, 1955. 
Mr. Harry F. Bower, 
Sales Promotion Manager, James B. Clow & Sons, 
Chicago 80, Ill. 

Dear Harry: We did have a very eventful day here, considering that we heard 
the main speakers discussing the inadequacy of water at the chamber of com- 
merce meeting, added to the personalities we met at BDSA. I think you will 
agree that the time was well spent at the chamber of commerce meeting, as it 
so strongly pointed out the major problem of our present and approaching water 
shortages. Our Division’s importance in this field was also strongly emphasized 
by Mr. Jordan's introducing our Division from the speaker’s stand. 

Our activities did preclude a comprehensive discussion of a few important 
items, such as the actual time allocation required to do an effective job for the 
Division. I can best explain this subject by relating by own experience and 
that of my predecessor, Mr. Hitzrot, who spent an average of 214 days a week 
in Washington. The average time I have spent here since early last fall is 2% 
to 3 days per week. This is actual time in Washington. The routine here is 
not by any means inflexible, as some weeks I have spent a day and others I have 
spent the full week. Such arrangements were for the convenience of either 
the Division or my company. If it was at all feasible, I spent all day in our 
New York office, arriving in Washington late Monday night or Tuesday morning. 
I would leave here in sufficient time to spend Thursday evening and all day Fri- 
day back in our New York office, which gave me the opportunity to keep current 
on all matters related to my position and manage to accomplish some of the 
major items which could not be successfully delegated to another person. 

From my experience here I am fully convinced that this assignment definitely 
requires approximately 3 full days a week in Washington. In Government 
operations such as this it is necessary to have frequent and regular staff meet- 
ings. In BDSA the agency staff meetings are conducted by the Administrator 
and the divisional meetings by the Assistant Administrators. Adding to this, 
the collection of data used in our surveys necessitates frequent and rather 
lengthy meetings with other Government agencies, such as the Census Bureau, 
Department of Defense, etc. This, as you can understand, cuts down con- 
siderably the time you can directly allocate to routine matters pertaining to this 
office. Also there are many individuals I am sure you will want to become 
acquainted with to gather background information on Government operations 
and policies. Being connected with sales, you can well appreciate the time 
involved in such contacts. 

I feel that the above outline will be of value to you when you begin to plan 
on actually assuming this appointment in Washington. 
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I am looking forward to seeing you at your convenience. 
With best regards. 
Sincerely, 
CHARLES W. KRAUSE, 
Director, Water and Sewerage Industry and Utilities Division. 

Mr. Honeywe tt. I think in most instances that has been an adminis- 
trative determination, not necessarily confirmed as this document 
which you handed me, in writing. 

But I do want to admit that that is a recognized procedure within 
BDSA, where the needs for the individual specifically relate to 
defense and mobilization and can be discharged in the time that he 
can give to us in that position. 

Mr. Keating. Some of these men, due to their experiences and 
abilities, are able to do more work in 2 or 3 days than I, for instance, 
might be able to do in 2 weeks, isn’t that right? 

Mr. Honerweuu. That is correct, sir. And further, it is the only 
way that we can get that expert advice and assistance as needed. 

Mr. McGratz. Mr. Honeywell, as I understand it then, BDSA has 
no objection to a WOC as long as he performs all his WOC duties, it 
has no objection to him continuing any or all of the regular company 
duties also ? 

Mr. Honrywe tu. Provided his company duties are such as will not 
bring about a conflict of interest on his part in relation to his WOC 
activities. 

Mr. McGrait. One more question. Is there any way that BDSA 
checks up to determine that, to determine the nature of the company 
duties performed by these WOC’s while they are down here? 

Mr. Honeywetu. Well, only in relation to the discussion and under- 
standing entered into with the individual prior to his coming on board, 
and his constant reminder through briefings and otherwise of the 
fact that there is always a remote possibility of conflict of interest, 
and their constant care to avoid such a possibility. 

We do not run a separate Gestapo, if you please, to determine what 
every individual does when he is not directly on board with us. 

Mr. McGram. Mr. Chairman, may I introduce those documents, 
the letters? - 

The Cuatrman,. They will be accepted. 

(The documents referred to are as follows :) 

New York, N. Y., November 22, 1954. 

Doc: Following our conversation Friday, I called Wilcox to tell him to have 
the letter written to you requesting my services as Director of Power Equipment 
Division. He said the letter will go out early this week. 

You will recall that I told you that it will be necessary for me to be in 


Washington every Wednesday for meeting with Assistant Administrator and 
every other Thursday for meeting with Administrator. 
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During my last conversation with Wilcox, he said that while meetings with 
Administrator would be only every other Thursday, my presence would be re- 
quired in Washington every Thursday. This means 2 days a week which I did 
not understand when I spoke to you. I still feel I can handle this and would like 


to have this assignment. 
BILL. 


DeEcEMBER 7, 1954. 
Mr. E. J. HAND, 
Deputy Director, Power Equipment Division, 
Department of Commerce, 
Business and Defense Services Administration, 
Washington 25, D. C. 

DEAR Sir: We wish to acknowledge your letter of November 22, advising that 
you would like to have Mr. Firshing serve for a period of 6 months in the ca- 
pacity of Director for the Power Equipment Division, replacing Mr. Spraggon 
whose term expires January 19, 1955. As we understand this request, it will 
require Mr. Fishing’s being in Washington Wednesday and Thursday of each 
week. 

We are entirely agreeable to making Mr. Firshing’s services available for this 
assignment, all as outlined in your letter of November 22. The period prior to 
the effective date of January 19 in which it would be advisable to have Mr. 
Firshing confer with Mr. Spraggon, and also be sworn as the new Director, is a 
subject that you should arrange directly with Mr. Firshing. 

Thanking you very kindly for this recognition and for the opportunity of as- 
sisting the Power Equipment Division in this manner, we are, 

Yours very truly, 
THE Bascock & Wicox Co., 
M. NIELSEN, 


Vice president. 


Mr. Harkins. You have testified the task forces and industry 
advisory committees comply with the Attorney General’s criteria; 


have you not? 

Mr. Honeyrwetu. As we understand it. 

Mr. Harkins. Do industry conferences comply with the Attorney 
General’s criteria ? 

Mr. Honeywe wu. Substantially; yes. 

Mr. Harkins. Do you have regulations for industry conferences ? 

Mr. Honeywe tu. That’s right. 

Mr. Harkins. Have those regulations you have submitted to us 
been approved by the Attorney General, governing the operations of 
industry conferences ? 

Mr. Roper. I don’t know whether those regulations specifically, or 
instructions specifically, have been approved by the Attorney General. 

They have been approved at the General Counsel level of the De- 
partment, and they were prepared so that, in our opinion, there was 
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complete consistency between those instructions and the recommended 
criteria by the Department of Justice. 

I do know this: That the earlier operating instructions under which 
NPA operated in connection with the industry advisory groups were 
approved by the Department of Justice. The current operating in- 
struction 8 involving industry advisory committees is a fairly close 

carbon copy of the NPA operating instructions. 

(The following are the current regulations covering the conduct of 
the Department of Commerce and Business and Defense Services Ad- 
ministration advisory groups. ) 


OPLNION OF THE GENERAL COUNSEL OF THE DEPARTMENT OF COMMERCE REGARDING 
UsE BY THE BUSINESS AND DEFENSE SERVICES ADMINISTRATION OF INDUSTRY 
ApvVISORY GROUPS 


Recently questions have been raised regarding the use of industry advisory 
groups by BDSA. Basically, these questions indicate concern over their legal-— 
particularly antitrust—aspects. A knowledge of the facts should go a long 
way toward dispelling whatever misunderstanding exists. 

1. For many years prior to Korea, the Department of Commerce made rather 
extensive use of industry advisory groups. 

2. The enactment of the Defense Production Act of 1950 gave impetus to the 
creation of industry committees. The act expressly provides for the establish- 
ment of such “business advisory committees” as may be appropriate in the 
formulation of regulations and orders. 

3. Independently of the Defense Production Act, the Department of Com- 
merce has always had and still has the authority to appoint industry advisory 
groups for the purpose of carrying out its broad functions. Reference to such 
groups in the Defense Production Act merely underscores congressional intent 
that they be consulted in the administration of a control program. It is im- 
portant to note that neither the Defense Production Act nor any of the Executive 
orders issued under it grant any immunity to members of industry advisory 
groups for violations of the antitrust laws. 

The Department of Justice has no control over, nor supervision of, advisory 
groups established by Government agencies. The principal interest of the De- 
partment of Justice in such groups relates to its responsibilities under the 
antitrust laws. 

5. In October of 1950 the Department of Justice recommended certain criteria 
for the formation and operation of industry groups by Government agencies. 
These criteria were not mandatory and were established solely for the purpose of 
minimizing possible violations of the antitrust laws. The fact is that in making 
these recommendations the Department of Justice expressly stated that it re- 
tained complete freedom to institute proceedings in the event any particular 
plan or course of action is used to accomplish unlawful private ends. 

6. It is important to remember that use of these recommended criteria does 
not assure immunity, and that absence of any of these criteria does not mean 
that there is no immunity. Rather, the important test is whether any particu- 
lar plan or course of acion is employed to accomplish unlawful private ends. 

7. In the absence of such a result, it is obvious that mere participation in 
business advisory groups does not contravene or involve any violation of the 
antitrust laws. 
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UNITED STATES OF AMERICA DEPARTMENT OF COMMERCE 
MANUAL OF ORDERS—PaAr1 1 
Department Order No. 114 
Date of issuance: May 11, 1950 
Effective date: May 5, 1950 
Subject: Policies applicable to meetings with groups of industry representatives. 


Section 1. Purpose 

01 The purpose of this order is to state the policies applicable to meetings 
of industry representatives authorized by the Department of Commerce and its 
constituent units. 


Section 2. Purpose and functions of industry advisory committees 

01. Industry advisory committees are established by the Department of Com- 
merce in order to secure the benefit of a true cross-section of industry opinion 
for the Department’s advice in the development and administration of Depart- 
ment programs. Industry advisory committees are important official instruments 
for maintaining contact between the Department and industry. The establish- 
ment of committees by the Department does not, however, preclude obtaining 
advice from industry in other ways, for example, by the use of experts and 
consultants, or by consultation with individual businessmen. The formation 
of an industry advisory committee is not intended to prevent individual busi- 
nessmen or trade associations from giving advice freely to the Department. 

.02 The functions of an industry advisory committee formed by the Depart- 
ment are to furnish information, to give advice, and to make recommendations to 
the Department, at committee meetings, on problems affecting the industry or 
the Department in connection with any existing or contemplated function or 
programs of the Department. Industry advisory committees are not authorized 
or established by the Department to determine policies for the industry, to reach 
any agreements on behalf of the industry, to compel or coerce any person to 
comply with any request or order made by the Department or any official of the 
Department, or to take any action on behalf of the industry or the Department 
except to the extent involved in furnishing information, rendering advice and 
making recommendations to the Government at committee meetings. Industry 
advisory committees and their members are not authorized under this order to 
hold meetings other than those called by the Department. No activities of 
industry advisory committees or their members, other than the foregoing, are 
sponsored or authorized by the Department under this order. 


Section 3. Establishing and using industry advisory committees 


.01 Considerations for formulation of industry advisory committees.—Indus- 
try advisory committees may be established to advise the Department or its 
constituent units on problems affecting an entire industry or segment thereof, 
and in every case shall be composed of representative groups from the industry. 
The fundamental consideration in the selection of committee members shall be 
the specific needs of the Department; however, it is appropriate that other de- 
partments or agencies of Government having responsibilities in related fields be 
permitted to seek advice and information from such committees. This practice 
will tend to provide uniform information and advice in planning the Govern- 
ment’s business, avoid duplication of committees, and save time and efforts of 
representatives of business and industry. 

02. Proposal for establishment of committees.—Any bureau or office head may 
propose the establishment of an industry advisory committee. In proposing 
such committees the following requirements should be met: 

1. The problem on which industry advice is sought will be of such impor- 
tance as to warrant the Department’s use of the time of businessmen for 
committee operations ; 

2. The needs of the Department requiring advice from the industry group 
will be of a continuing nature and not merely on a temporary basis; 

3. The industry representatives proposed will represent a cross section of 
the industry with due consideration given to large, medium, and small busi- 
ness, geographic distribution, degrees of integration, differing production 
classification and trade association membership ; 
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4. Adequate and clear terms of reference describing the purpose of the 
committee and its functions will be established in each case ; 

5. The proposed membership will represent responsible leaders in business 
or industry in order that the best advice may be secured for the Department ; 
and 

6. Wherever possible, the principle will be followed that one industry ad- 
visory committee be appointed for any given industry with subcommittees 
where appropritae and necessary. This practice will avoid any tendency 
toward duplication of committees within the Department in the same busi- 
ness or industrial field. 

03 Approval of committee.—The establishment of all industry advisory com- 
mittees and appointment of membership requires prior clearance with and ap- 
proval by the Secretary. The Secretary may direct changes in proposed member- 
ship if he finds it inadequate or inappropriate. 

04 Calling of meetings.—Meetings with industry advisory committees are 
for the purpose of bringing the Department the best information and advice 
available and shall be held when it is necessary for the Department to obtain such 
advice before reaching a position on a problem. Meetings may be initiated either 
by appropriate Department officials or at the suggestion of committee members. 
Committee meetings shall not be used for the purpose of obtaining support for 
a predetermined position. Written invitations, with agendas and other per- 
tinent information, shall be issued sufficiently in advance to enable industry repre- 
sentatives to make arrangements to attend and permit time for prior considera- 
tion of the issues involved. Prior notification to the Secretary is required of all 
industry advisory committee meetings. Meetings shall not be held outside metro- 
politan Washington without the approval of the Secretary. 

.05 Conduct of meetings.—No industry advisory committee meetings shall be 
held without a Department official present. Government presiding officers shall 
be used to the maximum extent practicable. Presiding officers should be 
selected on the basis of knowledge of the subject matter and ability to conduct 
meetings. Every effort shall be made to conduct meetings in an efficient and 
businesslike manner with strict attention to disposal of items on the agenda 
and elimination of extraneous matter. Items of business not provided for on 
the agenda should be introduced only under unusual circumstances which are 
fully explained to the committee. Recommendations of the committee shall be 
given the fullest consideration and all members informed of the action taken 
thereon. 

.06 Publicity.—It is the policy of the Department to provide the public with 
fullest information on deliberations with industry advisory committees, con- 
sistent with regulations governing national security. Therefore press releases 
should be issued promptly following industry advisory committee meetings and 
press conferences held where necessary. Since affected industries have a special 
interest in the deliberations of such committees, particular attention shall be 
given to adequate coverage of the trade press. 

07 Maintaining adequate membership.—iIndustry advisory committees shall 
be kept activated with full membership. Where invitations to serve are refused, 
other appropriate members shall be promptly invited. Vacancies should be filled 
promptly and additional members added when the nature of the advice sought 
by the Department so requires. New members should always be selected in a 
manner to maintain adequate representation to the industry concerned. 

08 Disbanding industry advisory committees —When the purpose for which 
an industry advisory committee was established has been served, and future use 
of the industry group is not apparent, prompt consideration should be given to dis- 
banding the committee. Committees should not be left dormant, as this practice 
leaves the committee in doubt as to its status and is not conducive to good industry 
relations. When a committee is disbanded, formal notice shall be sent each 
member including a note of appreciation for the services rendered the Depart- 
ment. 


Section 4. Other department-sponsored meetings with industry groups 


O01 Since industry advisory committees are to be formally constituted only 
when the Department needs the industry group on a continuing basis over a 
substantial period of time, it may be necessary and desirable on occasion for the 
bureaus and offices to obtain information and advice from industry through the 
use of temporary committees and conferences. Under these conditions, no formal 
industry advisory committee need be named. However, the policies set forth 
in section 2 and section 3.05 of this order must be followed and, to the extent 
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practicable, the provisions of section 3.02 should be observed. Where the nature 
of the meeting warrants, the provisions of section 3.06 shall be applied. Advance 
notification of the calling of meetings with such groups shall be given to the 
Secretary. However, clearance of the membership of such temporary and in- 
formal groups by the Secretary is not required. 


Section 5. Designee 

.01. The Secretary will designate a responsible official in his immediate office 
to represent and act for him on the industry advisory committee matters covered 
by this order. This representative shall provide the heads of bureaus and offices 
with such additional information and instructions as may be necessary. 


Section 6. Compensation and expenses 

.01. The Department does not ordinarily pay any compensation to, or the ex- 
penses of, members of industry advisory committees. Any exception of this 
policy requirés the approval of the Secretary. 
Section 7. Exceptions 

.01. There shall be no exceptions from this order without the prior written 
approval of the Secretary. 
Section 8. Effect on other orders 


.01. Any other orders, or parts of orders, the provisions of which are incon- 
sistent or is conflict with the provisions of this order are hereby amended or 


superseded accordingly. 


Section 9. Effective date 


-01 This order is effective May 5, 1950. 
CHARLES SAWYER, 


Secretary of Commerce. 


UNITED STATES DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
MANUAL OF ADMINISTRATIVE AND OPERATING INSTRUCTIONS—ParrT II 
Operating Instruction No. 7 
Issuance date: May 10, 1954 
Effective date: May 10, 1954 
Subject: Instructions for convening and conducting industry conferences. 


Section 1. Purpose of this instruction 


.01. The purpose of this instruction is to establish procedures in BDSA for 
calling and conducting industry conferences, in accordance with the public 
announcement of the Office of the Secretary dated December 18, 1953. 


Section 2. Definition and purpose of industry conferences 


.01 An “industry conference” is a. high-level channel of communication be- 
tween top Department of Commerce officials and leaders in business and indus- 
try; participants from industry have (1) no formal membership appointments, 
and (2) no fixed term of office, serving only for the duration of a specific 
conference. 

02. The purpose of the industry conference is to provide a vehicle for the 
exchange of views between top Department of Commerce and BIDSA officials 
and executives from business and industry on matters involving national security 
and domestic and foreign commerce. 


Section 3. Establishing and using industry conferences 


01 General provisions.—Conferences may be called to advise the Department 
or its constituent units on problems affecting an entire industry or segment 
thereof and in every case shall be composed of representative groups from the 
industry. The fundamental consideration in the selection of conferees shall 
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be the specific needs of the Department; however, it is appropriate that other 
Federal Departments or agencies having responsibilities in related fields be 
permitted to seek advice and information from such conferences. This prac- 
tice will tend to provide uniform information and advice in planning the Gov- 
ernment’s business, avoid duplication, and save time and effort of representatives 
from business and industry. 

2 Proposal for calling a conference.—Proposals for calling conferences 
should be initiated by the cognizant BDSA Division or Office and should meet 
the following requirements: 

1. The problem to be discussed is of sufficient importance to warrant 
the attendance of businessmen and Government officials. 

2. The conferees proposed for attendance will represent a true cross 
section of the industry with due consideration given to large, medium, and 
small business, geographic distribution, degree of integration, etc., as well 
as of related trade associations. 

3. The proposed selection of conferees will represent responsible leaders 
in the business or industry to assure that the best advice may be secured 
for the Department. 

08 Approval of conference.—All proposals for conferences must be coordi- 
nated with the head of the Industry Advisory Committee staff and approved 
by the appropriate Assistant Administrator and the Administrator of BDSA. 

04 Agenda—The Division Director shall prepare an agenda which must 
be cleared with the Industry Advisory Committee staff, the appropriate Assistant 
Administrator, the Administrator, and the presiding officer, with a copy fur- 
nished to the Office of the General Counsel. Industry men receiving the agenda 
should be invited to suggest additional topics for discussion either prior to or 
at the conference. 

05 Invitations and attendance.—Invitations to the conferees shall be ex- 
tended to as many industry members as necessary with the intent of obtaining 
an industry attendance of not less than 30 and not more than 35 top industry 
and trade association executives and shall be prepared by the sponsoring BDSA 
Division or Office in the name of the Secretary of Commerce. Attendance at 
the conference shall be by invitation only. 

Invitations issued to Government personnel in the Commerce Department and 
in other Government agencies shall be signed by the Division Director, except 
in the following instances: 

1. Where personnel holding the rank above Division Director but below 
Assistant Secretary are involved, the invitation shall be prepared for the 
signature of the Administrator of BDSA. 

2. Where personnel holding the rank of Assistant Secretary, Under Sec- 
retary, or Chairman of a Board or Commission are involved, the invitation 
shall be prepared for the signature of the Assistant Secretary for Domestie 
Affairs. 

3. Where personnel of Cabinet rank are involved, the invitation shall be 
prepared for the signature of the Secretary. 


Section 4. Limitations of conference actions 

01 Recommendations resulting from conference deliberations are purely 
advisory; any determinations of action to be taken shall be made solely by 
Government oflicials. 


Section 5, Selection of conferees 

01 Conferees shall include top men from a cross section of the industry in- 
volved, giving full consideration to the following elements: equitable representa- 
tion as to (1) small, medium, and large concerns, (2) geographical location, (3) 
trade association and nontrade association affiliation, and (4) executives of 
related trade associations. 
Section 6. Place of conference 

01 Unless exempted by the Assistant Secretary for Domestic Affairs or the 
Administrator of BDSA, conferences must be convened at Department of Com- 
merce headquarters, Washington, D. C. 
Section 7. Scheduling of conferences 

.01. Not more than two conferences shall be scheduled in any week, and no 
conference shall be set for either Monday or Friday without prior approval of the 
Administrator. Starting time sheuld be 10:00 A. M. Conference rooms will be 
reserved by the Industry Advisory Committee staff after the Assistant Adminis- 
trator has approved the proposal for the conference. 
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Section 8. Presiding officer 

.01. Conferences shall be presided over by the Assistant Secretary for Domes- 
tic Affairs or the Administrator of BDSA. If neither the Assistant Secretary 
nor the Administrator is ayailable, the Deputy Administrator of BDSA shall 
preside. The Division Director, or his deputy, shall attend all conferences spon- 
sored by the Division and will assist the Presiding Officer in the conduct of the 
conference as necessary. Conferences must at all times proceed in the presence 
of a full-time Government official. 


Section 9. Record of proceedings 

01 Full and complete summary-minutes of each conference shall be prepared. 
The Industry Advisory Committee staff will furnish a minutes writer whose func- 
tion is to prepare a complete, accurate, and objective report of the proceedings 
without identifying any industry representative by name or company affiliation 
unless cleared by the industry member involved. The minutes shall be submitted 
to the Division Director for review and clearance with speakers, when appro- 
priate, and for a decision on the general distribution. They shall also be reviewed 
by the Office of the General Counsel. Duplication and distribution of conference 
minutes shall be the responsibility of the Industry Division, which shall file 
copies with the Office of the General Counsel and the Industry Advisory Com- 
mittee staff within a reasonable time. 
Section 10. Seating arrangements 

01. The Division shall be responsible for making appropriate seating arrange- 
ments for the conferees and Government personnel attending conferences. Suf- 
ficient seating charts should be prepared so that all Government personnel at the 
head table, at least, may be provided with copies, including the minutes writer 
and the Public Information representative. Advice on the preparation of such 
charts may be obtained from the Industry Advisory Committee staff. 


Section 11. Press release 

01 <A press release will be prepared by the Office of Public Information at the 
conclusion of each conference. Prior to publication, such press release shall be 
cleared by the OPI, the appropriate Division Director, and other key officials 
participating in the conference. 

.02. The Division Director shall make the necessary arrangements with the 
OPI for press coverage prior to the conference. 
Section 12. Information and instructions 

01. The Industry Advisory Committee staff and the Office of the General 
Counsel shall prepare and issue such additional information and instructions as 
may be necessary in effectuating the purposes of this instruction. 


Section 13. Compensation and expenses 
01. The BDSA shall not pay any compensation to, or the expenses of, any 
conferee. 


Section 14. Related documents 
.01 The following documents are attached for guidance in the implementation 


of this instruction. 
1. Distribution of Responsibilities with Respect to Industry Conferences. 
2. Sample Justification for Industry Conference. 
3. Sample Agenda for Industry Conference. 
4. Sample Invitation to Conferees (Industry). 
CHARLES F. HONEYWELL, 
Administrator. 
Approved: Lothair Teetor, Assistant Secretary for Domestic Affairs; Harold 
B. Corwin, Deputy General Counsel, Department of Commerce. 


ATTACHMENT 1 
DISTRIBUTION OF RESPONSIBILITIES WITH RESPECT TO INDUSTRY CONFERENCES 
INDUSTRY ADVISORY COMMITTEE STAFF 


1. Serves as control point for industry conferences for the Administrator. 
2. Provides advice and guidance on preparation of: 

(a) Justification for conference 

(b) Proposed invitation 
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(c) List of industry participants (with respect to representativeness) 
(d) List of Government representatives 
(e) Proposed agenda 
(f) Seating chart, ete. 
3. Determines availability of Assistant Secretary and Administrator and makes 
the necessary arrangements for attendance of Secretary. 
4. Makes the necessary clearances of invitations, agenda, etc. 
5. Issues advance list of meetings. 
6. Reserves room in Commerce Building. 
7. Prepares summary minutes. 
8. Issues necessary instructions. 


INDUSTRY DIVISIONS 


1. Hold preliminary discussions with Assistant Administrator and IAC staff. 

2. If matters of a classified nature are to be discussed, take necessary security 
measures, 

3. Prepare sufficient copies of the following documents for distribution and 
clearance with (1) the presiding officer, (2) the Administrator, BDSA, (3) the 
Deputy Administrator, BDSA, (4) the cognizant Assistant Administrator, BDSA, 
and (5) the Industry Advisory Committee staff : 

(a) Justification 

(b) Proposed invitation (draft) 

(c) List of participants (industry and Government) 
(d) Proposed agenda (draft) 

4. Forward copy of agenda only to the Office of the General Counsel. 

5. After the necessary clearances have been obtained, prepare invitations for 
appropriate signature. 

6. Arrange meeting room; prepare seating chart, place cards, and other docu- 
ments which are necessary to meeting. Place agenda at each place. Seating 
charts may be limited to head table. 

7. Make arrangements for lunch when necessary. 

8. Review minutes; obtain necessary clearances from speakers and the General 
Counsel; determine whether minutes are to be reproduced and distributed gen- 
erally. If so, arrange for duplication and distribution. 

9. Furnish copies of minutes to Office of the General Counsel and the IAC staff. 


ASSISTANT ADMINISTRATOR 


1. Discusses proposed conference with the Division Director and the Adminis- 
trator. 

2. Approves the necessary conference documents. 

3. Attends conference and assists in its conduct where necessary. 


OFFICE OF PUBLIC INFORMATION 


1. Prepares and issues press release and obtains the necessary clearances prior 
to publication. 
ATTACHMENT 2 


SAMPLE JUSTIFICATION FOR INDUSTRY CONFERENCE 


MEMORANDUM 


To: Administrator, BDSA. 

Through: IAC staff and Assistant Administrator. 
From: Division Director. 

Subject: Justification for industry conference. 

It is requested that approval be granted for calling a conference of automo- 
tive parts manufacturers on or about The proposed list of conferees 
is attached. 

{List the problems to be discussed and state whether they are problems orig- 
inating in the Division or those presented by the industry. ] 

Since due consideration was given to large, medium, and small business, 
geographic distribution, degree of integration, etc., we believe the conferees 
selected represent a true cross section of the industry as well as of related trade 
associations. In our opinion, they are responsible leaders in the industry whose 
advice and recommendations will be the best obtainable for the Department. 
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Attached also for your approval are the proposed invitation and the proposed 
agenda. 

Attachments: Proposed list of conferees, proposed invitation, proposed agenda. 

Copies: Assistant Secretary for Domestic Affairs; Deputy Administrator, 
BDSA; IAC staff. 


CLEARANCES 


iin aaa atti Industry Advisory Committee staff. 
Assistant Administrator. 
Administrator. 


ATTACHMENT 3 
SAMPLE AGENDA FOR INDUSTRY CONFERENCE 
DEPARTMENT OF COMMERCE 
Office of the Secretary 
AGENDA 
INDUSTRY CONFERENCE 
Automotive Parts Manufacturers 
10 a. m., April 15, 1954, 4817 Commerce Building 


Lothair Teetor, Assistant Secretary for Domestic Affairs, Government presiding 
officer 


1. Organization and Functions of the Business and Defense Services Adminis- 
tration: Chas. F. Honeywell, Administrator, BDSA. 

Discussion. 

2. Preparedness for Defense Emergencies: H. B. McCoy, Deputy Administra- 
tor, BDSA. 

Discussion. 

3. Foreign Economic Policy: Samuel W. Anderson, Assistant Secretary for 
International Affairs. 

Discussion. 


Recess for lunch, 12:30 p. m., Carlton Room, Sheraton-Carlton Hot’ 
Hon. Sinclair Weeks, Secretary of Commerce 


4. Taxes: James C. Dockeray, Tax Consultant, BDSA. 

Discussion. 

5. Business Outlook: M. J. Meehan, Director, Office of Business Economics. 

Discussion. 

6. Discussion of Industry Problems. 

Conferees are invited to suggest additional topics for discussion either prior 
to or at the conference. 


ATTACHMENT 4 
SAMPLE INVITATION TO CONFEREES (INDUSTRY) 


(As amended May 24, 1954) 
Dear Mr. ————: You are cordially invited to attend an industry conference 


(Date) 

The conference will convene at 10:00 A. M. in room , Commerce Build- 
ing, and will recess for lunch at the __________ Hotel. The meeting will continue 
there after lunch and adjourn at approximately 4 P.M. The agenda of principal 
items to be discussed is enclosed. 

This conference has been planned to hear your views on Government policy 
and programs affecting your industry as well as to discuss any problems of 
your industry in which the Department of Commerce may be of assistance. I 
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believe that in this way the Department can best serve business, Government, 
and the general economy of our country. 
I hope you will find it possible to attend and I look forward to hearing from 


you as soon as convenient. 
Sincerely yours, 


ccna eile 
Secretary of Commerce. 


Enclosure. 
Nore.—Consult the IAC staff for form of invitations to Government personnel, 


if necessary. 


UNITED STATES DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
MANUAL OF ADMINISTRATIVE AND OPERATING INSTRUCTIONS—P arr II 
Operating Instruction No. 8 
Issuance Date: June 9, 1954 
Effective Date: June 9, 1954 


Subject: Instructions for convening and conducting meetings (other than in- 
dustry conferences) with groups of industry representatives. 


Section 1. Purpose of this instruction 

.01 The purpose of this instruction is to prescribe the rules applicable to 
meetings (other than industry conferences) of Business and Defense Services 
Administration officials with groups of industry representatives. 

.02. The limitations and restrictions put upon such meetings in this instrue- 
tion are intended to assure (a) the Business and Defense Services Administra- 
tion the benefits of a true cross section of industry opinion in the development 
and administration of its programs instituted under authority of the Defense 
Production Act, the National Security Act, and other legislation and pursuant 
to delegations, directives, and orders of the Secretary of Commerce; and (b) 
the participating industry members that advisory meetings conducted in con- 
formity with these limitations and restrictions will not be viewed by the Attorney 
General as constituting independent violations of the antitrust laws. 

.03 Distinction between industry conferences and industry advisory com- 
mittees. An “industry conference” is a high-level channel of communication 
between top Department of Commerce officials and leaders in business and in- 
dustry; participants from industry have (1) no formal membership appoint- 
ments, and (2) no fixed term of office, serving only for the duration of a specific 
conference. (See Business and Defense Services Administration Operating 
Instruction No. 7, dated May 10, 1954.) 

An “industry advisory committee” is also a high-level channel of communica- 
tion between top Department of Commerce officials and leaders in business and 
industry ; participants from industry, however, have both formal membership 
appointments and fixed terms of office. 


Section 2. Limitations on meetings with groups of industry representatives 

.01. No representative of the Business and Defense Services Administration 
shall call together groups of industry representatives except in accordance with 
the procedure set forth in this instruction. 

.02. The provisions of this instruction are not to be construed as prohibiting 
individual citizens or groups of citizens from seeking discussions with em- 
ployees of the Business and Defense Services Administration. 

Section 3. Devices for securing advice of groups of industry representatives 

O1 Industry advisory committees.—If meetings are desired for the purpose 
of considering problems affecting an entire industry, or a segment thereof, or 
involving questions upon which views or recommendations of several segments 
of the industry are desirable, they shall be held and conducted as industry 
advisory committee meetings. Industry adviscry committees shall be established 
and function in accordance with section 4. 
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02 Task groups.—If meetings are desired for the purpose of considering prob- 
lems of a specialized or technical nature or problems requiring a considerable 
amount of time and effort, which cannot be expeditiously or practicably consid- 
ered by an industry advisory committee, such problems may be referred in 
writing to a task group which shall be established and function in accordance 
with section 5. 

03. Special conferences.—If a meeting is desired for the purpose of con- 
sidering or obtaining advice or information on some specialized or technical 
problem, or for the purpose of preliminary or general discussions on other 
problems, a special conference may be held in accordance with section 6. 


Section 4. Establishment and functions of and procedure governing industry 
advisory committees 

.01. Proposal for a new industry advisory committee.—The establishment of 
an industry advisory committee may be proposed by the director of an industry 
division or office. Such proposal shall be made to the Director, Industry Ad- 
visory Committee Staff and shall set forth: 

1. The purposes for which the industry advisory committee is to be 
established. 

2. The name, position, business connection, and address of each committee 
member proposed. 

3. A statement, together with supporting data and other pertinent infor- 
mation, that the committee, in the opinion of the director of the industry 
division concerned, is representative of the entire industry, a segment or 
segments thereof. 

In this connection, section 701 (b) (ii) of the Defense Production Act 
of 1950, as amended, requires that, “such business advisory committees 
shall be appointed as shall be appropriate for purposes of consultation in 
the formulation of rules, regulations, or orders, or amendments thereto 
issued under authority of this Act, and in their formation there shall be 
fair representation for independent small. for medium, and for large busi- 
ness enterprises, for different geographical areas, for trade association 
members and nonmembers, and for different segments of the industry.” 

4. The proposed date, time, and place of the first meeting of the committee, 
the government representatives (their names, titles, addresses, and agencies ) 
proposed for attendance and an agenda for such meeting. 

5. The proposal shall have attached: (1) the nomination of the govern- 
ment presiding officer by the director of the industry division concerned, 
and (2) a clearance memorandum from the Office of Small Business stating 
that the Office of Small Business has reviewed the proposed membership of 
the industry advisory committee and is of the opinion that such committee 
afford fair representation to independent small business enterprises. If the 
director of an industry division and the Office of Small Business fail to agree 
on the question of such fair representation, the matter shall be referred to 
the Director, Industry Advisory Committee Staff, for final decision. 

.02 Approval of an industry advisory committee.—If the Director, Industry 
Advisory Committee Staff, is satisfied that the committee is representative and 
justified, the committee shall be established by the Industry Advisory Committee 
Staff. All invitations to serve as members of an industry advisory committee 
shall be issued by either the Administrator or Deputy Administrator of the Busi- 
ness and Defense Services Administration or the Director, Industry Advisory 
Committee Staff, as provided in section 4.051. In order to make a committee as 
representative as practicable, the Industry Advisory Committee Staff may change 
the membership of a proposed committee, or one already established, either by 
adding names to or eliminating names from the proposed list, or the existing 
membership; in such event it shall advise the director of the industry division 
concerned of the changes to be made in order to enable the latter to express his 
views with respect thereto. No change affecting fair representation to inde- 
pendent small-business enterprises shall be made by the Industry Advisory Com- 
mittee Staff without prior consultation with the Office of Small Business. Gen- 
erally, members shall be designated for limited terms to permit rotation of mem- 
bership where this is feasible or desirable, provided that when changes or rota- 
tions are made the requirements in acordance with section 4.01 3 are met. 

.03 Refusals, vacancies, and additions—In case any invitations are refused, 
vacancies occur or additional members are needed, the director of an industry 
division shall propose such additional members as will meet the requirements of 
section 4.01 3, as are necessary to complete the membership of a committee. If 
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such additional members are approved by the Industry Advisory Committee Staff, 
it shall invite them to serve on the committee. 

04 Hligibility of industry advisory committee membership.—Only those per- 
sons presently and directly engaged in a business or industrial enterprise in a 
supervisory, managerial, scientific, or technical capacity relating to the produc- 
tion, distribution, or use of a material or service shall be eligible for membership 
or an industry advisory committee established for a particular industry, a seg- 
ment or segments thereof. 

.05 Meetings of industry advisory committees. 

1. Invitations and attendance.—All invitations to and notices of meetings 
of any industry advisory committee shall be in writing and prepared by the 
Industry Advisory Committee Staff upon the receipt of a request for a 
meeting from the director of an industry division or the government presiding 
officer, together with an agenda from the director of an industry division 
or the government presiding officer, provided that the Industry Advisory 
Committee Staff deems such request justified and such agenda adequate. 
Such invitations shall be issued to committee members, appropriate repre- 
sentatives of Business and Defense Services Administration units and of 
other Federal agencies. The Industry Advisory Committee Staff may also 
authorize a member of a committee to have a specified person or persons 
with specific qualifications accompany a member to a particular meeting, 
or to send a specified person or persons with such qualifications to attend a 
particular meeting, provided that such specified person or persons meet the 
eligibility requirement set forth in section 4.04. No other persons shall at- 
tend meetings unless authorized by the Administrator, the Deputy Adminis- 
trator, or the Director, Industry Advisory Committee Staff. 

2. Place of meeting.—No meeting shall be held outside of Greater Metro- 
politan Washington or on other than government premises unless specific 
written authorization by the Administrator, the Deputy Administrator, or 
the Director, Industry Advisory Committee Staff is first obtained. 

3. Meetings may be proposed by members.—A meeting of an industry ad- 
visory committee may be proposed by any three of its members to the 
Industry Advisory Committee Staff which shall determine the necessity of 
such committee meeting. 

4. Presiding officer—A full-time Government official, not below the level 
of Deputy Director of a Division, shall preside over all meetings of a 
committee. 

5. Agenda.—The agenda shall be initiated and formulated by the director 
of an industry division or the Government presiding officer. 

6. Minutes.—Full minutes of each meeting shall be kept in accordance 
with instructions issued by the Industry Advisory Committee Staff. The 
Industry Advisory Committee Staff shall decide whether minutes or a suim- 
mary thereof shall be distributed and, if so, to whom such distribution shall 
be made. 

7. Segment attendance.—If meetings are desired for the purpose of con- 
sidering problems affecting a segment or segments of an industry advisory 
committee, meetings of a segment or segments may be called and shall be 
governed by the same limitations and restrictions established herein for 
the full industry advisory committee. 

.06 Limitations on use of industry advisory committees and the antitrust 
laws.—Industry advisory committees are established as a means of maintaining 
contact between the Business and Defense Services Administration and an entire 
industry, a segment or segments thereof, on all matters relating to Business and 
Defense Services Administration programs. In the opinion of the General 
Counsel of the Department of Commerce, so long as industry advisory commit- 
tees, duly established and meeting in accordance with this instruction, confine 
their activities to the following limitations and restrictions, such activities will 
not be viewed by the Attorney General as constituting an independent violation of 
the antitrust laws. 

1. An industry advisory committee may discuss all subjects outlined in the 
agenda pertinent to the Business and Defense Services Administration pro- 
gram and to the entire industry concerned, or a segment or segments thereof, 
at a meeting duly called and conducted in accordance with this instruction. 

2. An industry advisory committee may render advice and make recom- 
mendations to the government presiding officer when requsted by him to do 
so. 

3. An industry advisory committee shall not undertake to determine poli- 
cies nor shall its members attempt to compel or coerce any person to comply 
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with any request or order made by the government presiding officer or any 
public authority, nor shall they reach any agreement or understanding among 
themselves or with the Government presiding officer regarding specific acts 
to be taken; provided, however, that an agreement made at a duly called 
and conducted meeting by the committee members with respect to recom- 
mendations to the Government shall not be prohibited. 

OT Required Use Of Industry Advisory Committees 

1. Except when such consultation is found by the Administrator to be im- 
practicable, no rule, regulation, or order, or amendment thereto, which would 
result in a substantial change in the rate of operation of an entire industry, 
a segment or segments thereof. shall be submitted for clearance without prior 
consultation with the proper industry advisory committee. Every attempt 
should be made to consult the proper industry advisory committee as early 
in the development of an order as is practicable. 

2. Whenever it is the opinion of the director of an industry division re- 
sponsible for the preparation and circulation of a proposed order that its 
unusually confidential character or the time factor require the circulation 
or issuance of an order of the type prescribed in section 4.07 1 without con- 
sultation with the entire industry concerned, or a segment or segments 
thereof, he shall state the reason in writing to the appropriate Assistant 
Administrator to whom he reports, who will then decide whether to recom- 
mend to the Administrator, that an exception to the rule be allowed and the 
order be issued without consultation. 

3. In any case in which an order of the type prescribed in section 4.07 1 is 
proposed by the director of an industry division to which the industries sub- 
stantially affected are assigned, it shall be the responsibility of such director 
to effect the necessary consultation with the proper industry advisory com- 
mittee or committees. In any case in which the division sponsoring the order 
does not have assigned to it the industries which will be substantially af- 
fected, it shall be the responsibility of the director of such sponsoring divi- 
sion to notify the appropriate officials of the division to which the industries 
are assigned to arrange for consultation with the entire industry, a segment 
or segments thereof, and provide the representatives of the division sponsor- 
ing the order with an opportunity to present the order and a statement of 
its basis to the industry advisory committee convening for that purpose. 


Section 5. Establishment and functions of and procedure governing task groups 


.01 Establishment and functions.—The establishment of a task group, as 
provided in section 3.02, may be proposed by an industry advisory committee or 
the director of an industry division or office and shall be approved, when justified, 
by the Industry Advisory Committee Staff with the concurrence of the Office of 
the General Counsel. In determining whether or not to approve the establish- 
ment of a task group, the Industry Advisory Committee Staff shall devote par- 
ticular attention to the character of the mission of the proposed group and the 
feasibility of accomplishing its objectives through the usual procedures of the 
industry advisory committee. In determining the membership of a task group, 
consideration shall be given to the following factors: Fair representation for 
independent small, medium and large business enterprises, for an entire indus- 
try, segment or segments thereof, for different geographical areas, and for trade 
association members and nonmembers. 

.02 Proposal for establishing task groups——The director of an industry di- 
vision or office shall submit a proposal for the formation of a task group by 
memorandum to the Director, Industry Advisory Committee Staff. The memo- 
randum shall list the proposed members, who need not be members of an industry 
advisory committee, but who shall meet the eligibility requirement set forth in 
section 4.04, the name of the government presiding officer, and the place of meet- 
ings and should be accompanied by a draft of a proposed letter of instructions to 
the members of the task group. Such letters shall set forth the precise task to 
be accomplished and the fact that the functions of the task group are solely to 
render advice or make recommendations to an industry advisory committee or 
the director of an industry division, as the case may be. Upon receipt of ap- 
proval from the Industry Advisory Committee Staff, the industry division shall 
transmit the approved letter of instructions to each of the designated members 
of the task group and shall file copies with that staff at the time of transmission. 

.03 Attendance.—Attendance at task group meetings shall be limited to mem- 
bers of the task group and appropriate representatives of the Business and De- 
fense Services Administration and other Federal agencies. No other persons 
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shall attend except in accordance with the procedure and practices prescribed 
by the Industry Advisory Committee Staff. 

04 Place of meeting.—No meeting of a task group shall be held outside of 
Greater Metropolitan Washington or on other than government premises unless 
specific written authorization by the Director, Industry Advisory Committee 
Staff, is first obtained. 

05 Duration.—The functions of a task group shall be completed within 60 
days from the date of the instruction letter. An exception to this rule may be 
made upon approval by the Director, Industry Advisory Committee Staff, with the 
concurrence of the Office of the General Counsel, when proposed and justified by 
the director of an industry division. 

06 Presiding officer and minutes.—A full-time Government official shall pre- 
side over all meetings of task groups. The Government presiding officer shall be 
responsible for the keeping of full minutes of each meeting, a copy of which, 
signed by him, shall be filed with the Industry Advisory Committee Staff within 
10 days after each task group meeting. 

Section 6. Holding and functions of and procedure governing special conferences 

01 Holding and functions.—A special conference, as provided in section 3.08, 
may be proposed in writing, with supporting justification, by the director of an 
industry division or office and may be held if approved by the Director, Industry 
Advisory Committee Staff. In determining who shall attend a special conference, 
consideration shall be given to the following factors: Fair representation for in- 
dependent small, medium, and large business enterprises, for an entire industry, 
segment or segments thereof, for different geographical areas, and for trade asso- 
ciatiton members and nonmembers. The director of an industry division shall 
nominate the conferees, who need not be members of an industry advisory com- 
mittee, and the government presiding officer. The Director, Industry Advisory 
Committee Staff, may add names to or eliminate names from the list of con- 
ferees if it is deemed advisable. A communication inviting each conferee to at- 
tend a special conference and stating its purpose shall be transmitted in such 
form and manner as may be determined by the Industry Advisory Committee 
Staff. It shall be made clear to the conferees that the functions of the special 
conference are solely to render advice or make recommendations to the director 
of an industry division. 

2 Place of meeting.—No special conference shall be held outside of Greater 
Metropolitan Washington or on other than government premises unless specific 
written authorization by the Administrator, Deputy Administrator or Director, 
Industry Advisory Committee Staff, is first obtained. 

03 Presiding officer and minutes.—A full-time Government official shall pre- 
side over all special conferences. The Government presiding officer shall be re- 
sponsible for the keeping of full minutes of each conference, a copy of which, 
signed by him, shall be filed with the Industry Advisory Committee Staff within 
10 days after each special conference. 


ny 


Section 7. Dissolving industry advisory committees 

.O1 When the purpose for establishing an industry advisory committee has 
been served and it is no longer required, the Industry Advisory Committee Staff 
shall so notify each member. 
Section 8. Dissolving task groups 

01 When the purpose for establishing a task group has been served and it is 
no longer required, the director of an industry division shall transmit a letter so 
notifying each member. A copy of each letter shall be sent to the Industry Ad- 
visory Committee Staff. 
Section 9. Publicity regarding meetings with industry representatives 

O01 All information to be released to the general public relating to any meeting 
with industry representatives shall be released by the Office of Public Information. 
Section 10. Information and instructions 


01 The Industry Advisory Committee Staff shall prepare and issue such addi- 
tional information and instructions as may be necessary in effectuating the pur- 
poses of this instruction. 


Section 11. Compensation and expenses 


-O1 The Business and Defense Services Administration shall not pay any 
compensation to, or the expenses of, any committee member. The committee 
shall not have a budget nor solicit for support thereof. 
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Section 12. Use of industry advisory committees 


01 Any industry advisory committee established by the Business and De- 
fense Services Administration may be utilized by other agencies of the Depart- 
ment of Commerce as well as by Government agencies outside the Department. 
Requests for the use of such committees shall be made of the director of the 
industry division concerned. 


Section 13. Orders superseded 
01. This instruction supersedes General Program Order No. 6, issued Decem- 
ber 18, 1950, and revised January 2, 1952. All other orders or parts thereof, 
the provisions of which are inconsistent or in conflict with the provisions of this 
instruction are hereby amended or superseded accordingly. 
CHARLES F. HONEYWELL, Administrator. 


Approved: Harold B. Corwin, Deputy General Counsel, Department of Com- 
merce; H. B. McCoy, Deputy Administrator. 


(The following are the regulations promulgated by the National 
Production Authority :) 


UNITED STATES DEPARTMENT OF COMMERCE NATIONAL PRODUCTION AUTHORITY 
OPERATING MANUAL—VOLUME III 
GENERAL PROGRAM ORDERS 
General Program Order No. 6 (Revised) 
Effective Date: January 2, 1952 
Supersedes GPO 6, Issued December 18, 1950 


Issued through the Operating Procedures Division—Approved: Manley Fleisch- 
man 


Subject: Rules applicable to meetings with groups of industry representatives. 


1. Purpose 

01 The purpose of this order is to prescribe the rules applicable to meetings 
of representatives of the National Production Authority with groups of industry 
representatives. 

02 The limitations and restrictions put upon such meetings in this order 
are intended to assure (a) the National Production Authority the benefits of a 
true cross section of industry opinion in the development and administration of 
the defense program, and (0b) participating members that industry advisory 
meetings conducted in conformity with these limitations and restrictions will not 
be viewed by the Attorney General as constituting independent violations of the 
antitrust laws. 

2. Limitations on meetings with groups of industry representatives 

01 No representative of the National Production Authority shall call to- 
gether groups of industry representatives except in accordance with the procedure 
set forth in this order. 

02 The provisions of this order are not to be construed as prohibiting in- 
dividual citizens or groups of citizens from seeking discussions with employees 
of the National Production Authority. 
$8. Devices for securing advice of groups of industry representatives 

01 Industry advisory committees.—If meetings are desired for the purpose of 
considering problems affecting an entire industry, or a segment thereof, or in- 
volving questions upon which views or recommendations of several segments 
of the industry are desirable, they shall be held and conducted as industry ad- 
visory committee meetings. Industry advisory committees shall be established 
and function in accordance with section 4. 

.02 Task groups.—If meetings are desired for the purpose of considering 
problems of a specialized or technical nature or problems requiring a considerable 
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amount of time and effort, which cannot be expeditiously or practicably con- 
sidered by an industry advisory committee, such problems may be referred in 
writing to a task group which shall be established and function in accordance 
with section 5. 

.03 Special conferences.—If a meeting is desired for the purpose of considering 
or obtaining advice or information on some specialized or technical problem, 
or for the purpose of preliminary or general discussions on other problems, a 
special conference may be held in accordance with section 6. 


4. Establishment and functions of and procedure governing industry advisory 
committees 

.01 Proposal for a new industry advisory committee.—The establishment of an 
industry advisory committee may be proposed by the director of an industry 
division. 

(The term “director of an industry division” shall also be construed to include 
the head of any Bureau or Office of the National Production Authority.) Such 
proposal shall be made to the Office of Industry Advisory Committees and shall 
set forth: 

1. The purposes for which the industry advisory committee is to be 
established. 

2. The name, position, business connection, and address of each committee 
member proposed. 

8. A statement, together with supporting data and other pertinent infor- 
mation, that the committee, in the opinion of the director of the industry 
division concerned, is representative of the entire industry, a segment or 
segments thereof. 

In this connection, section 701 (b) (ii) of the Defense Production Act of 
1950, as amended, requires that, “such business advisory committees shall 
be appointed as shall be appropriate for purposes of consultation in the 
formulation of rules, regulations, or orders, or amendments thereto issued 
under authority of this Act, and in their formation there shall be fair 
representation for independent small, for medium, and for large business 
enterprises, for different geographical areas, for trade association members 
and nonmembers, and for different segments of the industry ;”. 

4. The proposed date, time, and place of the first meeting of the committee, 
the government representatives (their names, titles, addresses, and agencies) 
proposed for attendance and an agenda for such meeting. 

5. The proposal shall have attached: (1) the nomination of the govern- 
ment presiding officer by the director of the industry division concerned and 
(2) a clearance memorandum from the Office of Small Business stating that 
the Office of Small Business has reviewed the proposed membership of the 
industry advisory committee and is of the opinion that such committee 
affords fair representation to independent small business enterprises. If 
the director of an industry division and the Office of Small Business fail to 
agree on the question of such fair representation, the matter shall be re- 
ferred to the Office of Industry Advisory Committees for final decision. 

02 Approval of an industry advisory committee.—If the Office of Industry 
Advisory Committees is satisfied that the committee is representative and justi- 
fied, the committee shall be established by the Office of Industry Advisory Com- 
mittees. All invitations to serve as a member of an industry advisory committee 
shall be issued by that Office, as provided in Section 4.05 1. In order to make 
a committee as representative as practicable, the Office of Industry Advisory 
Committees may change the membership of a proposed committee, or one already 
established, either by adding names to or eliminating names from the proposed 
list, or the existing membership; in such event it shall advise the director of 
the industry division concerned of the changes to be made in order to enable 
the latter to express his views with respect thereto. No change affecting fair 
representation to independent small business enterprises shall be made by the 
Office of Industry Advisory Committees without prior consultation with the 
Office of Small Business. Generally, members shall be designated for limited 
terms to permit rotation of membership where this is feasible or desirable, pro- 
vided that when changes or rotations are made the requirements in accordance 
with Section 4.01 3 are met. 

03 Refusals, vacancies, and additions.—In case any invitations are refused, 
vacancies occur or additional members are needed, the director of an industry 
division shall propose such additional members as will meet the requirements 
of Section 4.01 3, as are necessary to complete the membership of a committee. 
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If such additional members are approved by the Office of Industry Advisory 
Committees, it shall invite them to serve on the committee. 

.04 Eligibility of industry advisory committee membership.—Only those 
persons presently and directly engaged in a business or industrial enterprise in 
a supervisory, Managerial, scientific or technical capacity relating to the produc- 
tion, distribution or use of a material or service shall be eligible for membership 
on an industry advisory committee established for a particular industry, a seg- 
ment or segments thereof. 

.05 Meetings of industry advisory committees. 

1. Invitations and attendance.—All invitations to and notices of meetings 
of any industry advisory committee shall be in writing and issued by the 
Office of Industry Advisory Committees upon the receipt of a request for a 
meeting from the director of an industry division or the government presid- 
ing officer, together with an agenda from the director of an industry division 
or the government presiding officer, provided that the Office of Industry 
Advisory Committees deems such request justified and such agenda adequate. 
Such invitations shall be issued to committee members, appropriate repre- 
sentatives of National Production Authority units and of other Federal 
agencies. The Office of Industry Advisory Committees may also authorize a 
member of a committee to have a specified person or persons with specific 
qualifications accompany a member to a particular meeting, or to send a 
specified person or persons with such qualifications to attend a particular 
meeting, provided that such specified person or persons meet the eligibility 
requirement set forth in section 4.04. No other persons shall attend meet- 
ings unless authorized by the Administrator. 

2. Place of meeting.—No meeting shall be held outside of Greater Metro- 
politan Washington or on other than Government premises unless specific 
written authorization by the Office of Industry Advisory Committees is first 
obtained. 

3. Meetings may be proposed by members.—A meeting of an industry ad- 
visory committee may be proposed by any three of its members to the Office 
of Industry Advisory Committees which shall determine the necessity of 
such committee meeting. 

4. Presiding officer.—A full-time Government official shall preside over all 
meetings of a committee. 

5. Agenda.—The agenda shall be initiated and formulated by the director 
of an industry division or the Government presiding officer. 

6. Minutes.—Full minutes of each meeting shall be kept in accordance 
with the instructions issued by the Office of Industry Advisory Committees. 
The Office of Industry Advisory Committees shall decide whether minutes 
or a summary thereof shall be distributed and, if so, to whom such distribu- 
tion shall be made. 

7. Segment attendance.—-If meetings are desired for the purpose of con- 
sidering problems affecting a segment or segments of an industry advisory 
committee, meetings of a segment or segments may be called and shall be 
governed by the same limitations and restrictions established herein for the 
full industry advisory committee. 

.06 Limitations on use of industry advisory committees and the antitrust 
laws.—Industry advisory committees are established as a means of maintaining 
contact between the National Production Authority and an entire industry, a 
segment or segments thereof, on all matters relaing to the defense program. In 
the opinion of the General Counsel of the National Production Authority, so long 
as Industry Advisory Committees, duly established and meeting in accordance 
with this order, confine their activities to the following limitations and restric- 
tions, such activities will not be viewed by the Attorney General as constituting 
an independent violation of the antitrust laws. 

1. An industry advisory committee may discuss all subjects outlined in 
the agenda pertinent to the defense program and to the entire industry 
concerned, or a segment or segments thereof, at a meeting duly called and 
conducted in accordance with this order. 

2. An industry advisory committee may render advice and make recom- 
mendations to the Government presiding officer when requested by him 
to do so. 

8. An industry advisory committee shall not undertake to determine 
policies nor shall its members attempt to compel or coerce any person to 
comply with any request or order made by the Government presiding officer 
or any public authority, nor shall they reach any agreement or understand- 
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ing among themselves or with the Government presiding officer regarding 
specific acts to be taken; provided, however, that an agreement made at a 
duly called and conducted meeting by the committee members with respect 
to recommendations to the Government shall not be prohibited. 

07 Required use of industry advisory committees. 

1. Except when such consultation is found by the Administrator to be 
impracticable, no rule, regulation, or order, or amendment thereto, which 
would result in a substantial change in the rate of operation of an entire 
industry, a segment or segments thereof, shall be submitted for clearance 
without prior consultation with the proper industry advisory committee. 
Every attempt should be made to consult the proper industry advisory 
committee as early in the development of an order as is practicable. 

2. Whenever it is the opinion of the director of an industry division 
responsible for the preparation and circulation of a proposed order that 
its unusually confidential character or the time factor require the circula- 
tion or issuance of an order of the type prescribed in section 4.07 1 without 
consultation with the entire industry concerned, or a segment or segments 
thereof, he shall state the reasons in writing to the appropriate Bureau or 
Office head to which he reports, who will then decide whether to recom- 
mend to the Administrator, through the Policy Coordination Bureau, that 
an exception to the rule be allowed and the order be issued without 
consultation. 

3. In any case in which an order of the type prescribed in section 4.07 1 
is proposed by the director of an industry division to which the industries 
substantially affected are assigned, it shall be the responsibility of such 
director to effect the necessary consultation with the proper industry 
advisory committee or committees. In any case in which the division 
sponsoring the order does not have assigned to it the industries which will 
be substantially affected, it shall be the responsibility of the director of 
such sponsoring division to notify the appropriate officials of the division 
to which the industries are assigned to arrange for consultation with the 
entire industry, a segment or segments thereof, and provide the repre- 
sentatives of the division sponsoring the order with an opportunity to 
present the order and a statement of its basis to the industry advisory 
committee convening for that purpose. 


5. Establishment and functions of and procedure governing task groups 


01 Establishment and functions.—The establishment of a task group, as 
provided in section 3.02, may be proposed by an industry advisory committee 
or the director of an industry division and shall be approved, when justified, 
by the Office of Industry Advisory Committees with the concurrence of the 
Office of the General Counsel. (The term “director of an industry division” 
shall also be construed to include the head of any Bureau or Office of the 
National Production Authority.) In determining whether or not to approve 
the establishment of a task group, the Office of Industry Advisory Committees 
shall devote particular attention to the character of the mission of the proposed 
group and the feasibility of accomplishing its objectives through the usual pro- 
cedures of the industry advisory committee. In determining the membership 
of a task group, consideration shall be given to the following factors: Fair 
representation for independent small, medium, and large business enterprises, 
for an entire industry, segment or segments thereof, for different geographical 
areas and for trade association members and nonmembers. 

02 Proposal for establishing task groups.—The director of an industry divi- 
sion shall submit a proposal for the formation of a task group by memorandum 
to the Office of Industry Advisory Committees. The memorandum shall list 
the proposed members, who need not be members of an industry advisory com- 
mittee, but who shall meet the eligibility requirement set forth in section 4.04, 
the name of the Government presiding officer, and the place of meetings and 
should be accompanied by a draft of a proposed letter of instructions to the 
members of the task group. Such letter shall set forth the precise task to be 
accomplished and the fact that the functions of the task group are solely to render 
advice or make recommendations to an industry advisory committee or the 
director of an industry division, as the case may be. Upon receipt of approval 
from the Office of Industry Advisory Committees, the industry division shall 
transmit the approved letter of instructions to each of the designated members 
of the task group and shall file copies with that Office at the time of transmission. 

03 Attendance.—Attendance at task group meetings shall be limited to mem- 
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bers of the task group and appropriate representatives of the National Produc- 
tion Authority and other Federal agencies. No other persons shall attend except 
in accordance with the procedure and practices prescribed by the Office of Indus- 
try Advisory Committtees. 

.04 Place of meeting.—No meeting of a task group shall be held outside of 
Greater Metropolitan Washington or on other than Government premises unless 
specific written authorization by the Office of Industry Advisory Committees is 
first obtained. 

.05 Duration.—The functions of a task group shall be completed within 60 
days from the date of the instruction letter. An exception to this rule may be 
made upon approval by the Office of Industry Advisory Committees with the con- 
currence of the Office of the General Counsel, when proposed and justified by the 
director of an industry division. 

06 Presiding officer and minutcs.—A full-time Government official shall pre- 
side over all meetings of task groups. The Government presiding officer shall be 
responsible for the keeping of full minutes of each meeting, a copy of which, 
signed by him, shall be filed with the Office of Industry Advisory Committees 
within 5 days after each task group meeting. 

6. Holding and functions of and procedure governing special conferences 

01 Holding and functions.—A special conference, as provided in section 3.03, 
may be proposed in writing, with supporting justification, by the director of an 
industry division and may be held if approved by the Office of Industry Advisory 
Committees. (The term “director of an industry division” shall also be con- 
strued to include the head of any Bureau or Office of the National Production 
Authority.) In determining who shall attend a special conference, considera- 
tion shall be given to the following factors: Fair representation for independent 
small, medium, and large business enterprises, for an entire industry, segment 
or segments thereof, for different geographical areas and for trade-association 
members and nonmembers. The director of an industry division shall nomi- 
nate the conferees, who need not be members of an industry advisory committee, 
and the Government presiding officer. The Office of Industry Advisory Commit- 
tees may add names to or eliminate names from the list of conferees if it is 
deemed advisable. A communication inviting each conferee to attend a special 
conference and stating its purpose shall be transmitted in such form and man- 
ner as may be determined by the Office of Industry Advisory Committees. It 
shall be made clear to the conferees that the functions of the special conference 
are solely to render advice or make recommendations to the director of an 
industry division. * 

.02 Place of meeting.—No special conference shall be held outside of Greater 
Metropolitan Washington or on other than Government premises unless specific 
written authorization by the Office of Industry Advisory Committee is first 
obtained. 

038 Presiding officer and minutes.—A full-time Government official shall pre- 
side over all special conferences. The Government presiding officer shall be re- 
sponsible for the keeping of full minutes of each conference, a copy of which, 
signed by him, shall be filed with the Office of Industry Advisory Committees 
within 5 days after each special conference. 

7. Disolwing industry advisory committees 
.01 When the purpose for establishing an industry advisory committee nas 


been served and it is no longer required, the Office of Industry Advisory Commit- 
tees shall so notify each member. 


8. Dissolving task groups 


.01. When the purpose for establishing a task group has been served and it 1s 
no longer required, the director of an industry division shall transmit a letter 
so notifying each member. A copy of each letter shall be sent to the Office of 
Industry Advisory Committees. 


9, Publicity regarding meetings with industry representatives 


01 Allinformation to be released to the general public relating to any meeting 
with industry representatives shall be released by the Office of Public Infor- 
mation. 


10. Information and instructions 


01 The Office of Industry Advisory Committees shall prepare and issue such 
additional information and instructions as may be necessary in effectuating the 
purposes of this order. 





1860 WOC’S AND GOVERNMENT ADVISORY GROUPS 


11. Compensation and expenses 

1 The National Production Authority shall not pay any compensation to, or 
the expenses of, any committee member. The committee shall not have a budget 
nor solicit for support thereof. 


12. Orders superseded 

.01 This order supersedes General Program Order No. 6, issued December 18, 
1950. All other orders or parts thereof, the provisions of which are inconsistent 
or in conflict with the provisions of this order, are hereby amended or superseded 
accordingly. 
13. Effective date 

01. This order is effective January 2, 1952. 


UNITED STATES DEPARTMENT OF COMMERCE 
Washington 25, D. C. 
Charles Sawyer, Secretary 
NATIONAL PRODUCTION AUTHORITY 
[Advance release to Wednesday A. M.'s, January 10, 1951] 


The National Production Authority today announced formal procedures for con- 
sultation with industry on the defense production program. 

The procedures formalize the practices which NPA has been following since 
its establishment. They are designed to assure to NPA the benefits of repre- 
sentative industry opinion in developing the defense production program and to 
guide the participants in industry advisory committee activities in adhering to 
the provisions of the anti-trust laws. 

At the same time NPA emphasized in a letter to trade associations and other 
business groups that it will give the widest possible circulation to summaries of 
proceedings of industry advisory committee meetings. Arrangements will also 
be made for informal meetings of trade association executives with NPA officials 
when requested. 

Representatives of industries are consulted in the preparation of NPA actions 
affecting them. The only exceptions occur when an action affects such a diver- 
sity of industry that consulation is impracticable, or when pressure of events 
makes this consulation impossible. 

The new operating instructions make it clear that industry advisory commit- 
tees are “the recognized, official instruments for maintaining contact between 
the National Production Authority and industry on all matters relating to the 
defense program.” The order points out, however, that individual citizens or 
groups of citizens may seek discussions with employees of NPA whether mem- 
bers of an advisory committee or not. 

Nominated by the directors of NPA’s industry divisions, committees are de- 
signed to give representation to large, medium and small businesses, geographi- 
eal distribution, members and non-members of trade associations, and various 
segments of a given industry. As a further measure to assure representation for 
small business, lists of nominees are subject to review by the NPA Office of 
Small Business. 

Terms are limited and membership rotated where possible to further broaden 
representation. Invitations to meetings will be issued by the NPA Office of 
Industry Advisory Committees. Only those invited will be allowed to attend. 

Industry advisory committees are formally established when problems af- 
fecting an entire industry or when questions arise upon which views or recom- 
mendations of several segments of the industry are desired. Informal con- 
ferences for the purpose of considering a specialized technical problem or for 
preliminary discussions may be held with a group not necessarily representative 
of an entire industry, but proposed regulations and orders must always be sub- 
mitted to the full industry advisory committee. 

The procedure provides that a committee may discuss any subject pertinent to 
the defense program and to the industry involved, and may furnish informa- 
tion, render advice and make recommendations to the government presiding 
officer when requested by him to do so. A committee may not, however, under- 
take to determine policies for the industry, nor may its members attempt “to 
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compel or coerce any person to comply with any request or order made by any 
public authority”. 

Committee members may not reach any agreement among themselves or with 
the government presiding officer regarding specific action to be taken by the in- 
dustry, but may agree on recommendations to be made to the presiding officer. 

Committee meetings will be called in Washington by the Office of Industry 
Advisory Committees at the request of an industry division or of any three 
members of a committee. Meetings may be held outside Washington only with 
written approval of the Director of the Office of Industry Advisory Committees 
and the General Counsel. 

Committee activities are governed by requirements outlined by the Attorney 
General as a guide to avoiding violations of the anti-trust laws: 

1. Agendas are formulated by the Government. 

2. Meetings are held under the chairmanship of full-time Government 
officials. 

3. Minutes are kept on each meeting. 

4. Committees are restricted to purely advisory functions ; determinations 
of action to be taken are made solely by Government representatives. 

Provision has also been made for the use of “task groups” to advise on special 
problems. Upon approval of the General Counsel task groups can be formed 
from the industry advisory committees for a specific study requiring no more 
than one month’s time for completion. Special approval with review by the 
Department of Justice will be required for periods longer than one month. 

In addition to continuing to make public announcements immediately after 
committee meetings, NPA said it will make summaries of the meetings available 
as promptly as possible for the use of the press, industry, and all interested 


persons. 
Text of the NPA order establishing Industry Advisory Committee procedure 


is attached. 
RULES APPLICABLE TO MEETINGS WITH GROUPS OF INDUSTRY REPRESENTATIVES 


Section 1. Purpose 

.01. The purpose of this order is to prescribe the rules applicable to meetings of 
representatives of the National Production Authority with groups of industry 
representatives as set forth in the Defense Production Act of 1950, and Depart- 
ment of Commerce Order No. 114 applicable to meetings of industry representa- 
tives with National Production Authority officials. 

02 The restrictions put upon such meetings are intended to assure the Na- 
tional Production Authority the benefits of a true cross section of industry opin- 
ion for its assistance in the development and administration of the defense pro- 
gram and to assure to industry protection from prosecution under the antitrust 
laws under the rules promulgated by the Attorney General. 

.03 The provisions of this order are not to be construed as prohibiting individ- 
ual citizens or groups of citizens from seeking discussions with employees of the 
National Production Authority. 

Section 2. Devices for securing advice of groups of industry representatives 

01 Industry advisory committee.—If a meeting is called for the purpose of 
considering problems affecting an entire industry, or a segment thereof, or in- 
volving questions upon which views or recommendations of several segments of 
the industry are desirable, it shall be held with a representative group selected 
from the industry and constituted as an industry advisory committee in accord- 
ance with section 3, below. 

.02 Informal conferences.—If a meeting is called merely for the purpose of 
considering or obtaining advice or information on some specialized technical 
problem or for the purpose of preliminary discussions on other problems, an in- 
formal conference may be held, in accordance with section 4, below, with a group 
which is not necessarily representative of the industry. Informal conferences 
also may be called at the request of a group not represented by an Industry Ad- 
visory Committe for such purposes. The holding of such a conference should 
not be considered as a substitute for the submission of proposed regulations and 
orders to the full Industry Advisory Committee as required by section 3.05. 

93 Task groups.—There are three situations in which so-called “task groups” 
= be used. The rules governing their organization and procedure are as 

ollows: 
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1. If a special problem requires a considerable amount of time and effort, 
or requires regular advice from industry representatives, a “task group” 
may be selected by the Division Director as a subcommittee of the industry 
advisory committee and the particular matter referred to them in writing. 
The functions of such group must be advisory only and they are not per- 
mitted to act or agree to act independently except in making recommenda- 
tions to the National Production Authority. Such meetings must be con- 
ducted by a Government representative in the manner specified in section 
2.02. 

2. Occasionally a special problem will require continuous work of an in- 
dustry group in preparing a recommendation for Government action. Under 
such circumstances, if the work can best be conducted at some place other 
than Washington, and it is not convenient to have a Government representa- 
tive present, a task force may be organized with the consent of the Office 
of Industry Advisory Committees and the Office of the General Counsel. A 
letter of instructions must be prepared stating the precise task to be ac- 
complished, the members of the group and the fact that their functions are 
solely to prepare a recommendation for government action. The letter must 
in all cases state that under no circumstances will the task force be author- 
ized to require information from members of industry who are not members 
of the task force. The procedure here outlined may be followed only when 
the task group’s mission can be substantially completed in one month’s 
time and the group then discontinued. It will be authorized primarily to 
permit the formulation of technical information and data required by the gov- 
ernment as a guide to proposed action. 

3. When it is proposed to form a task group for similar purposes to those 
specified in section 2.03-2, but it is anticipated that their activities will 
continue for a period longer than 1 month, the proposal will be reviewed by 
the Office of the General Counsel, and, if approved, will be submitted to the 
Department of Justice for clearance. 


Section 3. Procedure for establishing and using industry advisory committees 


01 Proposal of anew industry advisory committee.—The establishment of an 
industry advisory committee may be proposed by the director of an industry divi- 
sion. Such proposal shall be made to the Director of the Office of Industry Ad- 
visory Committees and shall be accompanied Dy a memorandum setting forth: 

1. The purposes for which the industry advisory committee is to be estab- 
lished. 

2. The name (including first names and initials), address, business con- 
nection and position held by each committee member proposed. 

3. A statement, together with necessary supporting information, that the 
committee, in the opinion of the industry division head, is representative of 
the industry. 

In this connection, the Defense Production Act of 1950 requires that, “such 
business advisory committees shall be appointed as shall be appropriate for 
purposes of consultation in the formulation of rules, regulations, or orders, 
or amendments thereto issued under authority of this act, and in their 
formation there shall be fair representation for independent small, for 
medium, and for large business enterprises, for different geographical areas, 
for trade association members and nonmembers, and for different segments 
of the industry ;”. 

4. The date and time of the first meeting of the committee, the Govern- 
ment representatives to be requested to attend the meeting and an agenda for 
such meeting. 

>». The memorandum of proposal shall have attached: (a) the nomination 
of the Government presiding officer who shall be designated by the industry 
division director and (0) a clearance memorandum from the Office of 
Small Business. The Office of Small Business memorandum shall be con- 
sidered as evidence that the Office of Small Business has reviewed the pro- 
posed memnbership of the industry advisory committee and, in the opinion 
of the Office of Small Business, such committee affords fair representation 
to independent small business enterprises. If the industry division director 
and the Office of Small Business fail to agree on the question of such fair 
representation, the matter shall be referred to the Office of Industry Advisory 
Committees for a decision. 

02 Approval of a new industry advisory committee.—If the Office of Industry 
Advisory Committees is satisfied that the committee is representative, the com- 
mittee shall be established by the Director of the Office of Industry Advisory 
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Committees. In order to make the committee as representative as practicable, 
the Director of the Office of Industry Advisory Committee may change the mem- 
bership of a proposed committee either by adding names to or eliminating names 
from the proposed list; in such event, he shall advise the Government presiding 
officer of the changes to be made in order to enable the latter to express his views 
with respect to such changes. Generally, members shall be designated for limited 
terms to permit rotation of membership where this is feasible or desirable. 

.03. Meetings of industry advisory committees. 

1. Invitations.—All invitations to and notices of meetings of any industry 
advisory committee shall be issued to members or others by the Office of 
Industry Advisory Committees upon the receipt of a request for a meeting, 
together with an agenda from the Government presiding officer. Only those 
thus invited shall attend meetings. 

2. Refusals.—In case any invitations are refused, the Government pre- 
siding officer shall propose such additional members as are necessary to com- 
plete the membership of the committee. If such additional members are 
approved by the Director of the Office of Industry Advisory Committees, he 
shall invite them to serve on the committee. 

3. Additional members and vacancies.—Whenever the Government presid- 
ing officer believes an additional member should be appointed to a committee 
or that a vacancy should be filled, he may propose a new member. If such 
additional members are approved by the Director of the Office of Industry 
Advisory Committees, he shall invite them to serve on the committee. New 
members shall not be selected in any manner which would give inadequate 
representation to any part of the industry. 

4. Place of meeting.—No meeting shall be held outside Washington unless 
specific written authorization of the Director of the Office of Industry Ad- 
visory Committees and of the General Counsel is first obtained. The divi- 
sion director should direct all requests for meetings outside Washington to 
the Director of the Office of Industry Advisory Committees setting forth 
the circumstances justifying an exception from the rule. 

5. Meeting may be proposed by members.—A meeting of an industry ad- 
visory committee may be proposed by any three of its members. Such pro- 
posal should be addressed to the Office of Industry Advisory Committees. 

6. Presiding officer, minutes —The Government presiding officer shall pre- 
side over all meetings of a committee. Minutes may be a summary of im- 
portant matters discussed at the meeting and need not be a full stenographic 
record. The Director of the Office of Industry Advisory Committees shall 
decide whether minutes should be distributed and, if so, to whom they should 
be distributed. 

7. Special attendance.—The Government presiding officer may request 
that each member of a committee send a representative or representatives 
with specific qualifications to a particular meeting, or have such a person 
or persons accompany the member to a particular meeting. 

8. Segment attendance.—A meeting of a segment or segments of a com- 
mittee may be called to discuss subjects of interest only to the segment or 
segments, provided that the segment of the committee is representative of 
the segment of the industry, or that additional representatives are appointed 
to the segment in order to make it representative. 

.04 Limitations on use of industry advisory committees and the antitrust 
laws.—Industry advisory committees are the recognized, official instruments for 
maintaining contact between the National Production Authority and industry on 
all matters relating to the defense program. So long as industry advisory com- 
mittees, duly established and meeting in accordance with this order, limit their 
activities as indicated below in subsections, it is the opinion of the General Counsel 
of the National Production Authority that, in accordance with rules promul- 
gated by the Attorney General, no prosecution under the antitrust laws will be 
instituted against them on the basis of such activities. 

1. An industry advisory committee may discuss any subject pertinent to 
the defense program and to the industry involved at a meeting duly called 
in accordance with this order and presided over by a Government presiding 
officer. 

2. Anindustry advisory committee may furnish information, render advice, 
and make recommendations to the Government presiding officer when re- 
quested by him to do so. 

8. An industry advisory committee shall not undertake to determine 
policies for the industry, nor shall its members attempt to compel or coerce 
any person to comply with any request or order made by the Government 
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presiding officer or any public authority, nor shall they reach any agreement 
or understanding among themselves or with the Government presiding officer 
regarding specific action to be taken by the industry, provided, however, that 
agreement on the part of the committee members with respect to recommen- 
dations shall not be prohibited. 

.05 Required use of industry advisory committees. 

1. Except when such consultation is found by the Administrator to be im- 
practical, no new rule, regulation, limitation, or conservation order or amend- 
ment of an existing order which will result in a substantial change in the 
rate of operations of an industry shall be submitted for clearance without 
prior consultation with the proper industry advisory committee or commit- 
tees of the industries to be affected. Every attempt should be made to con- 
sult the industry advisory committee as early in the development of an 
order as is practicable. 

2. Whenever it is the opinion of the appropriate division director respon- 
sible for the preparation and circulation of a proposed order that its unusu- 
ally confidential character or the necessity for speed requires the circulation 
or issuance of an order of the type described in section 3.05-1, without con- 
Sultation with the industries affected, he should state the reasons in writing 
to the appropriate bureau director to which he reports, who will then decide 
whether to recommend to the Administrator that an exception to the rule 
be allowed and the order be issued without consultation. 

3. In any case in which an order of the type described in section 3.05-1, is 
proposed by the division to which the industries substantially affected are as- 
signed, it shall be the responsibility of that division to effect the necessary 
consultation with the proper industry advisory committee or committees. 
In any case in which the division sponsoring the order does not have as- 
signed to it the industries which will be substantially affected, it shall be the 
responsibility of the sponsoring division to notify the appropriate officials of 
the division to which the industries are assigned to arrange for the consulta- 
tion with industry, and provide the representatives of the division sponsoring 
the order with an opportunity to present the order and a statement of its 
basis to the industry committee convening for that purpose. 

4. The manner of presentation of the proposed order to the industry 
committee consulted shall be in the discretion of the division sponsoring the 
order, i. e., whether or not the matter shall be handled by statement and 
oral discussions. 

Section 4. Procedure for calling informal conferences 

01 An informal conference as defined in section 2.02 may be authorized by 
a division director. Minutes shall be kept and the summary or minutes shall 
be filed with the Office of Industry Advisory Committees within five days after 
the adjournment of the conference. If the problem under consideration concerns 
more than one division, in arranging an informal conference the director of the 
sponsoring division shall be guided by the provisions in section 3.05-8 covering 
committee meetings. 
Section 5. Publicity regarding meetings with industry representatives 

01 It shall be the responsibility of the Office of Public Information to make 
public information relating to any proposed meeting with industry representa- 
tives and information regarding such meetings. 


Section 6. Attendance by National Production Authority officials at meetings 
called by industry 

01 No representative of the National Production Authority shall attend any 
meeting called by a trade association or any other industry organization or 
group of industry representatives unless the meeting is a sizeable one to which 
all members of the trade in the vicinity are invited or would be admitted, or 
unless the meeting is public in character. Speeches or remarks made at such 
meetings by representatives of the National Production Authority shall be desig 
nated by the persons making them as wholly unofficial unless otherwise author- 
ized by the Administrator and the Office of Public Information. No representa- 
tive of the National Production Authority shall attend any informal meeting 
of limited attendance called by industry representatives. 


~ 


Section 7. Compensation and exrpenses 


O01 The National Production Authority will not pay any compensation to, or 
the expenses of, any committee member. 
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Section 8. Orders superseded 

01 This order supersedes memorandum of May 24, 1950, from Earl W. Clark, 
Special Assistant to the Secretary, addressed to heads of bureaus and officials, 
insofar as the establishment and operation of National Production Authority 
industry advisory committees are concerned. 

Section 9. Effective date 

.01 This order is effective December 18, 1950. 

Mr. Matetrz. When was your instruction handed down ? 

Mr. Roper. Which one? 

Mr. Maerz. The criteria covering industry conferences. 

Mr. Harkins. It was May 10, 1954. 

Mr. Maerz. You said that your criteria are consistent with the 
criteria recommended by the Department of Justice? 

Mr. Roper. I said, Mr. Maletz, that an effort was made in drafting 
the two sets of instructions, one involving industry conferences, the 
second industry advisory committees, to “make them as completely 
consistent as possible with recommended criteria of the Department 
of Justice. 

Mr. Materz. But you don’t know whether they have been approved 
specifically by the Department of Justice? 

Mr. Roper. I believe not, and I just want to say again that the 
predecessor instruction which was issued in NPA was, to my knowl- 
edge, approved by the Department of Justice and one of the operat- 
ing instructions that you have before you is a fairly close carbon copy 
of that NPA instruction. 

Mr. Maerz. Have these criteria that you have prepared for Gov- 
ernment conduct of industry conferences been submitted to the De- 
partment of Justice for approval ? 

Mr. Roper. I can’t answer that question, Mr. Maletz. I just don’t 
know. 

Mr. Materz. Do you intend to submit them to the Department of 
Justice for approval ¢ 

Mr. Roper. I know of no present intention. These criteria, inci- 
dentally, or instructions, have been in existence for over a year, and I 
don’t know of any intention currently to submit them nunc pro tune. 

Mr. Maerz. What is the word for “future” ? 

Mr. Keatine. In futuro. 

Mr. Roper. The same answer, Mr. Maletz. I don’t know of any 
intention to submit that instruction to Justice. 

Mr. Harkins. With respect to industry conferences, the section 
relevant to record of proceedings, section 9, says: 

Full and complete summary minutes of such conference shall be prepared. 

Mr. Roper. Yes, sir. 

Mr. Harkins. The Attorney General’s criteria requires full and 
complete minutes. What is the distinction between “full and com- 
plete sumary minutes” and “full and complete minutes” ? 

Mr. Roper. Let me say this: I believe that the National Production 
Authority and the Department of Commerce disagreed with the De- 
partment of Justice regarding the keeping of minutes as a result of 
these meetings. 

NPA and BDSA, for a period of about 5 years, have been main- 
taining what we call complete summary minutes. They are not ver- 
batim minutes in that context. 

The decision was made not to maintain verbatim minutes in order 
to promote full and free discussion among the industry representa- 
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tives who were present. We have consistently adhered to that posi- 
tion. The minutes are maintained by experienced reporters who attend 
these meetings and who are part of a paid, full-time staff. 

The Cuarrman. Do the minutes in the form of a summary really 
reflect what happens at the meetings / 

Mr. Rover. I think they reflect ‘what happens at the meetings, Mr. 
Chairman, accurately and completely. They are not verbatim min- 
utes in the sense that this reporter is making a record of this proceed- 
ing. It just wouldn't be feasible with the “volume of work we have, 
and the personnel we have, to do that sort of thing. 

Also we try to issue these minutes very shortly after the meeting is 
held. If we had to clear the minutes with 20 or 25 industry members 
who might be scattered all over the country, it obviously would be 
an impossible task. 

The Cuatrman. Are there many more questions? We want to con- 
clude. 

Mr. Materz. We have received a number of inquiries, and I think 
I asked you this question this morning, we received a number of in- 
quiries as to whether the minutes of your industry advisory meetings 
are available to the press. I think your answer was, yes. Is that your 
understanding ¢ 

Mr. Roper. Minutes of IAC and industry conference meetings, if 
they do not contain classified material, are generally available upon 
request to the press and to other people. 

Mr. Honrrwe.i. May I add to that we attempt to get out a press 
release instantly. 

I say “instantly,” the same day for the current press, which is the 
reason why the press is not too much interested in many cases with 
this summary minutes of the whole meeting. They have had their 
news, and it is finished. 

Mr. Maerz. In addition to that, are verbatim transcripts made of 
your industry advisory meetings and of your industry conferences / 

Mr. Roper. No, sir. 

Mr. Marerz. Verbatim transcripts are not made? 

Mr. Harkins. And the reason for not making verbatim transcripts 
is because you are afraid there will not be full discussion ? 

Mr. Roper. That is one of the reasons, Mr. Harkins. Many years 
ago it was determined that the maintenance of verbatim minutes would 
be a deterrent to full and free discussion. That determination was 
made early in the days of NPA, and BDSA adheres to the procedure 
that was adopted and followed in NPA. 

The Cuatrman. Mr. McGrail, did you want to make a statement ? 

Mr. McGrat. Yes. 

Mr. Honeywell, I mentioned the names of five WOC’s earlier. I 
want to say there is no reflection on those WOC’s at all. As a matter 
of fact, the staff received complete cooperation from their companies, 
and I am sure that the WOC’s served very effectively and competently. 

Mr. Honeywett. Thank you for putting that into the record, be- 
cause each one of those named individuals, with one exception, I am 
personally acquainted with and they are men of very high integrity, 
and contributed substantially to our work down there. 

Mr. McGratt. I am sure that is-especially true of Mr. Firshing. 

Mr. Honrywe .. He is a very able individual, and highly qualified 
in that field of the power clivision, and we could only command his 
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interest, support and cooperation by making such an arrangement as 
this. 

Mr. Harkins. One final question, on the advisory groups. Trade 
association executives are permitted to serve on industry conferences, 
but they are not permitted to serve on industry advisory committees 
or industry task forces, are they ? 

Mr. Honrywe tt. I beg your pardon, that is not a correct statement. 

Mr. Harkins. What is the correct statement ? 

Mr. Honeyrwe.u. There is a letter which has been made public, 
which I am sure this committee has a copy of, from Secretary Weeks, 
to the American Trade Association executive organization, which 
states that at any meeting held in the Department of Commerce, a 
trade association executive is eligible if he has knowledge of the subject 
and if it is appropriate for him to attend. 

Mr. Harkins. Is he eligible to become a member of an industry 
advisory committee. 

Mr. Honryrwe . He is eligible to be a member of an industry ad- 
visory committee under those stipulations. No man may be a member 
of an industry advisory committee without invitation, and the criteria 
have been expanded to make it possible, where trade association execu- 
tives have special knowledge, that they may participate in an IAC. 

(The following letter relates to the preparation of agenda for the 
Forest Products Industry and its conference appearing in pt. I, p.246.) 

DEPARTMENT OF COMMERCE, 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington 25, February 2, 1954. 
Mr. C. T. Gray, 
President, Stockton Box Co., Ine., 
Stockton 1, Calif. 

DearR Mr. Grav: Your letter of January 26 regarding the agenda for the 
February 18 meeting with Secretary Weeks was forwarded to me by Mr. 
Bodine. We certainly do appreciate having your comments. 

The points you raise as inclusions for the agenda are certainly well taken. 
It was our thought, as you have suggested, that most of these would come 
under the topic “Industry, USFS-BLM Relations.” This subject title has 
remained the same, although there have been some changes in the subtopics. 
Probably the individual items will be more general than would be indicated 
by your letter, but there will be opportunity for discussion of these elements. 

Your point 3, Government operation of sawmills and box factories, is some- 
thing that the Forest Products Division is already working on. The Business 
and Defense Services Administration has already received the assurance of the 
Defense Department of sitting down with us and looking this matter over care- 
fully so that they can get out of facets of business without hampering their 
activities. There is a valid reason in some instances, but no attempt has been 
made to justify their participation in the lumbering business. 

We will be looking forward to meeting with you on the 18th. 

Very truly yours, 
BERNARD L. ORELL, 
Director, Forest Products Division. 


The Cratrman. That will terminate the hearings for the day. 
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(The document referred to during Mr. Honeywell’s testimony is 
as follows:) 


{For immediate release, Thursday, February 10, 1955] 
UNITED STATES DEPARTMENT OF COM MERCE 
Washington 25, D. C. 

Sinclair Weeks, Secretary 
OFFICE OF THE SECRETARY 


Secretary of Commerce Sinclair Weeks today praised trade associations for 
their cooperation in 40 industry conferences held by the Department in the last 
2 years and affirmed “the full and equal eligibility of both company and trade 
association executives” in all Department government-industry meetings. 

The Secretary’s statement of policy is contained in a letter to Robert H. 
Shields, chairman of the Government relations committee, American Trade As- 
sociation Executives, and president and general counsel, United States Beet 
Sugar Association. 

The text of the Secretary's letter follows : 


Mr. Rospert H. SHIELDS, 
President and General Counsel, United States Beet Sugar Association 
(Chairman, Government Relations Committee, 
American Trade Association Executive), 
Washington, D. C. 

Dear Mr. Suretps: Under Secretary Walter Williams has informed me of his 
correspondence with you concerning the participatiton of trade-association exec- 
utives in industry advisory committees. As you well know, we have been trying 
to develop policies and procedures which would enable the Department to ob- 
tain the views and recommendations of American business to the end that we 
may constantly increase the effectiveness of our services to business, to the public, 
to the various agencies of Government and to Congress. 

The Department of Commerce places a high value on its close ties with trade 
associations, and I am glad to report to you that trade-association executives 
have made a splendid contribution to the forty-odd industry conferences which 
have been held. 

I wish to affirm the full and equal eligibility of both company and association 
executives. At all industry meetings within this Department where attendance 
is by invitation, both industry executives and trade association executives will be 
eligible for participation, when they have knowledge of the subject and their 
attendance is appropriate. Authority to extend invitations is delegated to the 
heads of primary agencies who initiate such meetings. 

I sincerely hope that all members of the American Trade Association Execu- 
tives will recognize that the above statement of policy demonstrates our sincerity 
and appreciation of the great importance of representative trade associations in 
the work of the Department of Commerce. 

Sincerely yours, 
SINCLAIR WEEKS, Secretary of Commerce. 


(The following information concerning representation of trade as- 
sociation officials on advisory groups has been submitted to the sub- 
committee : ) 


UNITED STATES BEET SUGAR ASSOCIATION, 
Washington, D. C., November 2, 1954. 
Hon. WALTER WILLIAMS, 
Under Secretary of Commerce, 
Department of Commerce, 
Washington, D. C. 

DeEAR WALTER: After the election is over and you get a breather, let’s have 
lunch and discuss ways and means of bringing our problem to a conclusion. I'll 
have my secretary call yours. 

In the meantime, I enclose a copy of my report which I hope fairly states 
the situation. 

Sincerely, 
Bos 8. 
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WASHINGTON, November 2, 1954. 
Mr. CHESTER C. KELSEY, 
President, American Trade Association Executives, 
Statler Hotel, Los Angeles, Calif. 

Dear Mr. Presipent: During the past year the Committee on Government 
Relations has been concerned principally with trying to establish throughout 
the Government the eligibility of trade association executives to serve on, or 
sit with, Government advisory groups when it is the desire of the industries 
which they represent that they do so. In our discussions distinctions between 
advisory groups concerned with price and other specific control procedures and 
those concerned with Government-business relations under normal conditions 
have been recognized. During the past year the committee has had discussions 
with representatives of several Government agencies, including the Departments 
of Justice, Defense, Interior, Labor, and Commerce. 

Since the Department of Commerce was established to represent the views of 
industry in the Federal Government, the committee naturally turned to Secre 
tary Weeks for leadership in the solution of its problem. It was also prompted 
to do this by the Secretary’s action on June 12, 1953, in removing from the Trans- 
portation Council of the Department of Commerce the trade-association execu- 
tives who had for years served on that advisory body. Accordingly, the com- 
mittee in cooperation with representatives of the Chamber of Commerce of the 
United States and the National Association of Manufacturers—as well as the 
help of ATAE’s committee on relations with the Department of Commerce— 
made arrangements for a representative group headed by ATAE President Kel- 
sey, NAM Vice President Brennan, and C. of C. Trade Association Manager Mor- 
tenson, to discuss the problem personally with Secretary Weeks and his associates 
on December 15, 1953. The trade association position taken at that meeting 
was Outlined in some detail in a joint communication dated December 11, 1953, 
copy of which is attached, which was sent to Secretary Weeks in advance of the 
conference. 

At the December 1953 conference Secretary Weeks was most cordial and 
indicated that it would be the attitude of his Department to work with and use 
the facilities of trade associations and their executives in every possible way. 
It was also stated that Commerce would issue within a few days thereafter a 
policy statement outlining the attitude of the Department with respect to trade 
association-Government relationships. It was also indicated that Commerce 
might take the lead in developing an administration policy statement on this 
subject. 

After 9 months, without Commerce issuing any policy statement, the com- 
mittee on September 16, 1954, again brought the problem to the Department's 
attention in a letter of that date, copy of which is attached. At the same time 
the committee asked Judkins of Commerce for a list of all the advisory groups 
which met in Commerce during the first three quarters of 1954—showing the 
number of trade association executives participating. Yesterday, November 1, 
the committee received a report from Judkins and a letter from Deputy Assistant 
Secretary Oechsle in response to the committee’s communications of September 16. 

In Judkins’ report, copy of which is attached, he confirmed information given 
to the committee some weeks earlier that 31 BDSA conferences this year—29 
chiefly of manufacturers and 2 of distributors—included 148 association and 
613 company executives. He also points out that about three-fourths of the 106 
associations represented at the 31 conferences were at the first 8 meetings 
listed. Unfortunately, Judkins does not list any meetings held except BDSA 
conferences. He states he has been unable to obtain lists of advisory groups 
where associations were not admitted—advisory committee, council, and task 
force meetings of which many have been held. 

The committee regrets, as we know the responsible officials in Commerce also 
regret, that—in Oechsle’s own words— “it has been impossible for us [Com- 
merce] to reexamine our position and communicate to your association the 
results of such review prior to this [ATAE Annual] meeting.” The committee 
appreciates the difficulty and delicacy of the problem with whieh Commerce is 
concerned and is pleased to set forth in this report the full text of the Depart- 
ment’s recent explanation of its need for further time, as follows: 

NOVEMBER 1, 1954 
Mr. Rosert H. SHIELDs, 
President and General Counsel, United States Beet Sugar Association, 
Washington, D. C. 

Dear Mr. SHIELDS: In connection with your discussions and correspondence 

with Under Secretary Walter Williams concerning inclusion of trade associa- 
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tion representatives in various groups working with the Department of Com- 
merce, we enclose a copy of a letter on this subject sent today to Mr. Howard A. 
Prentice, newly elected president of the American Trade Association Executives. 

Under Secretary Williams has talked over with us your letter to him of Sep- 
tember 16, 1954. It is our hope that the reexamination of this program mentioned 
in the enclosed letter will resolve the questions you called to Mr. Williams’ 
attention. 

Sincerely yours, 
Cari F. O€CHSLE, 
Deputy Assistant Secretary for Domestic Affairs. 


Mr. Howarpb A. PRENTICE, 
Vice President, Corn Industries Research Foundation, 
Washington, D.C. 

Dear Mr. Prentice: Thank you for giving us an hour of your time the other 
day, thereby permitting us to explain to you many of the ramifications which 
give us concern in relation to announcing any revision of policy on trade associa- 
tion executives participating in certain types of meetings held within the Busi- 
ness and Defense Services Administration. 

It is most unfortunate that the timing of your meeting on November 6 in Los 
Angeles catches us at a time when most of the top executives of the Department 
of Commerce are away from Washington on various missions. As a result. 
it has been impossible for us to reexamine our position and communicate to 
your association the results of such review prior to this meeting. 

The Business and Defense Services Administration of the Department of 
Commerce is appreciative of the assistance given it by trade association execu- 
tives. We are anxious to include them along with industry executives in all 
meetings where their presence would be appropriate. Please assure your board 
that this whole subject will be given very careful review in the near future, and 
you may expect a statement of position by this agency based on such reexamina- 
tion. . 

As explained to you recently, BDSA has had 30 industry conferences, which 
served as an opportunity for exchanging information and views, from the middle 
of November 1953 through June 30, 1954. At these meetings there were some 
613 private company representatives and 148 representatives from trade asso- 
ciations. I think you will agree that under this procedure there has been a 
substantial representation of trade associations—approximately 18 percent of 
the total attendance at such conferences. 

May I extend my congratulations to you in the presidency of the American 
Trade Association Executives which we understand you are about to assume. 
I enjoyed meeting with you and will look forward to further contacts. 

Sincerely yours, 
CARL F. OFCHSLE, 
Deputy Assistant Secretary for Domestic Affairs. 


The committee’s report should also make reference to Secretary of Labor 
Mitchell’s communication dated September 16, 1954, expressing his views about 
trade associations and their executives. This letter was written in response to 
the committee’s suggestion that the Secretary clarify the meaning of his remarks 
a few days earlier before the National’ Press Club. Although copies of Secre- 
tary Mitchell’s letter of September 16 have already been circulated to ATAFE 
members, a copy of this communication is attached for your convenience. 

Before concluding this report, the chairman of the committee wishes to thank 
its members for their help and assistance and also on behalf of the full com- 
mittee to express special appreciation to president Kelsey for the effective 
leadership which he has given the committee in its efforts to improve trade asso- 
ciaion-Government relations during the past year. 

Respectfully submitted. 

WILLIAM DALTON, 

GEoRGE P. LAMB, 

WILMoTH C. Mack, 

LOWELL D. Ryan, 

HAROLD WALLACE, 

W. F. WILLIAMSON, 

Rosert H. SHIELDS, Chairman, 
Committee on Government Relations. 
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Attachments: 

1. Letter of December 11, 1953, to Secretary Weeks. 

2. Letter of September 16, 1954 to Under Secretary of Commerce Williams. 

3. Letter of November 1, 1954, from Jay Judkins, with table attached. 

4. Letter of September 16, 1954, from Secretary of Labor Mitchell (attached 
to item 2 

WASHINGTON, December 11, 1953. 

The honorable the SecreETARY OF COMMERCE. 


Deak Mr. SecrErary: We are looking forward to the opportunity of discussing 
with you at our conference next week certain aspects of Government-business 
relations which appear to be of paramount importance at this time. Under your 
able leadership as Secretary of Commerce, officially representing American busi- 
ness in Government, the Eisenhower administration has on many occasions, by 
both word and action, indicated its sympathetic understanding of the problems 
of industry and its desire to work effectively and cooperatively with leaders cf 
business, large and small, in the solution of these problems. This constructive 
attitude, apparent in the discussions which we understand your Department is 
having with the Department of Justice on the trade association-Government 
relations problem, encourages us to frankly lay before you a serious situation 
which, to conserve your time, we are outlining below in advance of our meeting. 

Close cooperation between business and Government has always been of 
importance in insuring the smooth working of the American economy and has 
been of supreme urgency in times of national stress. The effectiveness of this 
cooperation has been somewhat clouded in recent years by uncertainties and 
inconsistencies in the means provided for business to effect this cooperation with 
Government. Of particular concern has been the limitation placed on business 
in utilizing trade associations in its relations with Government agencies, and 
the fact that the basis or validity of these limitations have never been really 
clarified nor the areas of their application defined. To remedy this confusing 
and disturbing situation, we shall call to your attention at our conference the 
advisability of your issuing at an early date a clear-cut statement outlining 
specifically the legal and policy considerations which your Department and the 
administration believe should govern the relationship between Government and 
trade associations. 

It is recognized that the considerations involved in Government-trade associa- 
tion relationships may vary with the circumstances which prevail. For example, 
there might be a national emergency arising out of international complications 
which would require Government to impose price, production, and similar 
controls. It would be desirable to clarify the limitations which the Department 
of Justice believes necessary under these circumstances to place on business in 
its representation on advisory committees and on the functions and operations 
of such committees. The core of this problem is to know how proper and essential 
information can be promptly and objectively imparted to business units not 
represented on such advisory committees. Since one of the chief functions of 
trade associations is to keep their industries accurately and fully informed, 
a service of vital importance to small business, we believe that the great potential 
value of the services of trade association executives should be recognized in 
connection with the work of these committees. 

The second and more general area for consideration in a statement on this 
subject is that of Government-business relations under normal conditions where 
specific control procedures are not involved, such as advisory committees to Gov- 
ernment agencies with respect to economics, statistics, specifications, and so on. 
In this broad area it would appear reasonable that business be given wide latitude 
in utilizing the facilities and executives of their trade associations in their 
participation and representation on such committees and councils. We know of no: 
reason why trade-association executives should not be eligible to be members 
of and also fully to participate in the work of these bodies when it is the desire 
of the industries they represent that they do so. 

We are looking forward to discussing these suggestions, as well as other 
aspects of Government-business relations, with you next week. 

Respectfully yours, 
CHestTErR C. KELSEY, 
President, American Trade Association Erecutives. 
M. K. M. Murp®y, 
Chairman, Trade Association Committee, 
Chamber of Commerce of the United States. 
T. E. VeLtFort, 
Chairman Elect, Manufacturers Trade Group, National Industrial 
Council, National Association of Manufacturers. 
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UnITep STATES Beer SuGAR ASSOCIATION, 
Washington 5, D. C., September 16, 1954. 


Mr. WALTER WILLIAMS, 
Under Secretary of Commerce, 
Department of Commerce, 
Washington 25, D. C. 

DEAR WALTER: I hate to bother you when I know you are so terribly busy. On 
the other hand, you told me at the time of our discussions on trade-association 
relations last December, that if further problems came up to be sure and get in 
touch with you or Secretary Weeks. Accordingly, since another rash of con- 
fusion and frustration is developing I am turning to you. 

The present uncertainties apparently arise from a combination of circum- 
stances in part because (1) the Department of Commerce has not made public 
in written form a clear, comprehensive statement of its policy on trade-associa- 
tion relations, as we understood from our conference with you and your associ- 
ates on December 15, 1953, would be done—the Department's release of December 
18, 1953, G-424, is not a policy statement, deals only very partially with the total 
problem, and confuses the relative roles in Government advisory groups of trade- 
association executives and trade-publication representatives; (2) it is widely 
reported throughout trade-association circles that several people have been 
denied the right to sit as members or observers on industry advisory committees 
or task forces—for example, it is understood, F. Kermit Donaldson, executive 
vice president of Steel Founders’ Society of Cleveland, was denied membership 
or right to observe task-force meetings relating to the need for expanded pro- 
duction or large steel castings, and E. O. Schoefer, executive vice president of 
Alloy Castings Institute of New York, was denied permission to attend task-force 
meetings relative to the use of nickel in producing alloy-steel castings; and, 
(3) although from my personal conference yesterday with Secretary Mitchell, 
I do not believe the article is correct, the report in the Wall Street Journal on 
Wednesday, September 15, of Secretary of Labor Mitchell’s general attitude to- 
ward professional trade association executives. 

We still believe that the confusion and uncertainties and misunderstandings 
which continue to arise would finally be put to rest if you, or the Secretary, 
would make public a written policy statement of the Department’s views with 
respect to the eligibility of trade-association executives, when their industries 
want them to do so, to serve as members or observers on industry advisory com- 
mittees, industry advisory conferences, and industry advisory councils or task 
forces. To facilitate your consideration of the issuance of such a statement—in 
line with the request made of Secretary Weeks dated December 11, 1953, signed 
by the President of ATAE, the chairman of the trade association committee of 
the Chamber of Commerce and the chairman-elect of the manufacturers’ trade 
group of the National Industrial Council of the National Association of Manufac- 
turers, I left with Miss Mohr early this afternoon a draft of a proposed letter 
which might be sent to me on this subject, a copy of which for your convenience 
is also attached to this letter. 

Because I thought you preferred to have us talk with you first on these matters, 
I have not discussed the present situation with anyone else in the Department 
of Commerce except John Kilcullen, to be sure that I understood the legal situa- 
tion involved, and also, a few days ago over long distance, with Steve Dunn. 

Your early consideration to the issuance of a clear policy statement of the 
Department’s view before ATAE’s next annual meeting will be deeply appreciated 
and will, I believe, put in better perspective before our trade association group 
the constructive and outstanding job which you and Secretary Weeks have done 
in representing American business in Government. 

Sincerely, 
Ropserr H. SHIELps, 
Chairman, Committee on Government Relations, 
American Trade Association Erecutives. 


P. S.—Since this letter was written I have received and attach a copy of a 


communication from Secretary Mitchell, dated September 16, 1954, which is 
self-explanatory, and in which I thought you would be interested. 


R. H. 8. 
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UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, September 16, 1954. 
Mr. Rosert H. SHIELDS, 
Chairman, Committee on Government Relations, 
American Trade Association Executives, 
Washington, D. C. 

Dear Mr. Surrlps: As I told you this morning, I am surprised that the intent 
of my remarks concerning professional trade association executives, made at the 
Press Club earlier this week, has been misinterpreted. The meeting was in a 
very light vein and there was much banter and repartee; it certainly was not my 
intent to condemn or criticize seriously these representatives of American busi- 
pess. Asa matter of fact, I have worked closely over the years with many trade 
associations and their executives and have had a high regard for the effective 
way in which most of them operate. 

The Department of Labor has benefited from the assistance and guidance of 
many trade association executives in its development of industrial facts and 
figures and in its training programs. I would appreciate greater participation 
on the part of trade association executives in the affairs of the Department of 
Labor and hope that you, in your position as chairman of the Committee on 
Government Relations, can bring this about. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


DEPARTMENT OF COMMERCE, 
OFFICE OF TECHNICAL SERVICES, 
Washington, D. C., November 1, 1954. 
Mr. Rosert H. SHIELDs, 
President, United States Beet Sugar Association, 
Washington, D.C. 

Dear Bos: Thank you for your phone call today stating that you have not yet 
received a reply to your letter of September 16 to Walter Williams, Under Secre- 
ary of Commerce—other than an October 4 acknowledgment. 

As you know he is greatly interested in this matter of association executives 
serving on advisory committees of this Department. You will remember his 
frank and understanding statement at last year’s annual ATAE Convention in 
July, at Atlantic City. The delay is due to his endeavoring to obtain an official 
statement from the Department, such as he thought could be provided last fall. 
Also, in mid-1953, the Under Secretary gave his views on this matter at a meeting 
of some 30 association and Department of Commerce executives at a Hotel 
Willard meeting of Ed Ragland’s committee. 

It was shortly after the June 12, 1953, letter from the Secretary of Commerce 
to all associations on the Department’s top advisory committee on transporta- 
tion—thanking them for their assistance of past years but stating that the 
Transporation Council would hereafter be limited to company executives. 

I know that you must at once prepare the report of your government rela- 
tions committee for this year’s annual convention, November 6-10 in Los An- 
geles. A letter will reach you today from Mr. Oechsle, Deputy Assistant Sec- 
retary, speaking of a reexamination of this whole subject. My hope is that meet- 
ings can be held later this month where ATAE and Department of Commerce 
people can finally clear up this problem. 

In September you also wrote to me requesting a list of all industry advisory 
committees and conferences of task forces. I have supplied you with such 
data as: 

1. List of BDSA conferences (October 1953 to September 1954). 

2. Attendance at each of the trade associations. 

3. Attendance at each of the company representatives. 

4. The BDSA division (and the names of its director) which had held each 
conference. 

Ete. 

However, I was not able to obtain a list of all advisory groups where associa- 
tions were not admitted. As I stated in one of my reports to you, it would be 
necessary to obtain such data by writing direct to Mr. Honeywell. Frankly, the 
number of industry advisory committees is not so great—but there have been 
many task force meetings. 

67271—56—_ pt. 344 





1874 WOoC’S AND GOVERNMENT ADVISORY GROUPS 


Attached is a new list I have prepared of all 31 BDSA conferences held during 
its first 12 months. You will see that the 29 conferences of BDSA industry di- 
visions included 590 company and 130 association executives; chiefly of manu- 
facturers. Adding the 2 conferences of distributors brings totals of 148 as- 
sociation and 613 company executives at BDSA conferences during its first 
year. 

Cordially, 
Jay, 
JAY JUDKINS, Chief. 


THE 31 BDSA CONFERENCES TO OCTOBER 1, 1954 


The Business and Defense Services Administration was established October 
1, 1953 (succeeding the 1950-formed NPA of the Korean war era). 

During the first year of BDSA, just ended, 29 formal conference meetings were 
held by some one of BDSA’s 25 industry divisions, since the first in November 
1953. (Seven of the twenty-five have not had a conference as yet.) Almost 
three-fourths of these 106 associations were at the first 8 conferences listed. 
Two others were by its office of distribution with 18 additional associations. 

Each conference was considered valuable and enjoyable by the average of 25 
persons from business who attended. Others of the over 1,500 national-trade 
associations will be invited as soon as practicable. An unofficial summary, after 
excluding cases of duplication (where 1 association attended 2 or more 
meetings) is approximately 150 association executives (from 124 associations), 
approximately 610 company executives. 

The data below cover only the conference type of BDSA advisory meetings. 
Not the many other meetings of the type known as industry advisory commit- 
tees and their task force committees. Association executives were not admitted 
to such meetings. 





Number of representatives 


{ 
| Trade as- |—— ee 


soc s : 
ociation: Associa- Com- 


tion pany | Potal 


Building Materials Conference . aes 24 
Containers (industrial) Conference_ 11 
Containers (consumer) Conference... - rei siaiee % 10 
Lumber and Plywood Conference__-_...-..----- sh 10 
Food (and Tobacco) Conference. __. 

Copper Conference 

Water, etc. Utilities Conference... .......__- 
Aluminum Conference...............-...-. ‘ 





Total (about 72 percent of all associations) -- 

The other 23 conferences were: 

Cotton Textile Conference 

Photographic Conference 7 

Hardwood Plywood Conference. 

Automotive Parts Conference 

Railroad Car Builders Conference 

Metalworking Equipment Conference 

(Automotive) Motor Vehicle Conference. 

Wool and Worsted Conference... _-. enbdh<tabiwic ks 

Mechanical Power Transmission Conference. . 

Electronic Conference _- 

Pulp and Paper Conference -- 

Bicycle Conference 

Watches (domestic jeweled) -_ 

Precision Instruments Conference - 

Agriculture Equipment Conference. - - 

Construction Machinery Conference. 

Glassware (handmade) Conference. 

Oilfield Machinery Conference_ 

Fertilizer Conference ‘ 

Tin Conference _ - te 

Aluminum Scrap Conference... - 
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Total (net) the BDSA industry divisions. _.........-..-- 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, June 14, 1951. 
Hon. BuRNEtT R. MAYBANK, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 

My Dear SENATOR: This letter has reference to and supplements our letter of 
June 6, 1951, to the Joint Committee on Defense Production, which related to busi- 
ness advisory committees and trade association executives under the Defense 
Production Act of 1950. 

We have examined the statement of Mr. George P. Lamb before the Senate 
Banking and Currency Committee, on June 6, 1951, recommending that section 
701 (b) (ii) of the Defense Production Act be amended to authorize specifically 
the appointment to each business advisory committee without expense to the 
Government of “a secretary and/or counsel who may, if not a member of the 
committee, attend all meetings of such committee, but without vote; * * *.” 

This Department considers that the suggested amendment would not be in the 
public interest and would be contrary to the purposes of the act. One of the 
stated purposes of this amendment is to permit the appointment of paid trade 
association executives as secretaries or counsel to advisory committees. The 
suggested duties of such secretaries or counsel would include obtaining trans- 
portation and hotel reservations for committee members, sending out notices of 
meetings, preparing and circulating minutes of meetings, and supplying com- 
mittee members with statistical information and know-how in connection with 
the industries concerned. Another stated purpose of the amendment is to permit 
committee members to have the assistance of counsel of their own choosing in 
their “dealings” with the Government in the course of serving on advisory 
committees. 

Under section 701 (b) (ii) of the act as it is at present, business advisory 
committees need not include persons who serve as executives of trade associa- 
tions and who are not actively engaged in the industry concerned. The decision 
as to Whether trade association representatives are to be included as members 
of advisory committees has been left to the discretion of the President and those 
to whom he has delegated defense mobilization functions. In our opinion, the 
present statute appropriately meets the problem of committee membership. 

The National Production Authority, the Office of Price Stabilization, and other 
defense agencies have excluded paid representatives of trade associations who 
are not themselves active members of the industries concerned from participation 
in committee activities. Further, privately employed counsel of committee mem- 
bers have also been excluded from committee meetings. This action has been 
based upon the concept—as set forth in our June 6, 1951, letter—that the proper 
function of business advisory committees is to give advice and make recommen- 
dations, but not to make decisions which properly should be made by the 
Government. 

The entire notion of appointing a secretary and counsel for advisory commit- 
tees is directed toward making committees self-contained entities. This is com- 
pletely at variance with the concept of the committee function of advising Gov- 
ernment officials when they request advice. To appoint a paid member of a trade 
association who is not a responsible Government official and who is not an active 
member of the industry concerned to perform these functions for committees 
would give each such committee a separate status with an accompanying lack of 
responsibility to the Government, which is not contemplated to further the pur- 
pose which such committees should serve. Further, the idea of a committee 
counsel who is not a Government official is completely violative of the statutory 
concept of the role of committees. ? 

In our view, it necessarily follows from the foregoing concept of the proper 
role of industry advisory committees and from our letter of June 6, 1951, that no 
rights of trade association executives or business advisory committee members 
would be impaired by leaving section 701 (b) (ii) unchanged. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, June 22, 1951. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House of Representatives, Washington, D. C. 


My Dear CONGRESSMAN SPENCE: It is our understanding that your com- 
mittee is considering a proposed amendment to section 701 (b) (ii) of the 
Defense Production Act of 1950 which would authorize the appointment of 
secretaries and/or counsel to business advisory committees who, if not mem- 
bers of such committees, may attend all meetings of such committees but 
without vote. 

We have examined the statement of Mr. George P. Lamb before the Senate 
Banking and Currency Committee recommending such an amendment, and we 
assume that the proposed amendment which your committee is considering is 
similar to Mr. Lamb’s proposal to the Senate committee. 

In a letter dated June 6, 1951, to the Joint Committee on Defense Production 
we set forth our views on the general subject of the role of business advisory 
committees and trade association executives under the act. <A copy of this 
letter is attached. 

This Department considers that such an amendment would not be in the 
public interest and would be contrary to the purposes of the act. One of the 
stated purposes of this amendment is to permit the appointment of paid trade 
association executives as secretaries or counsel to advisory committees. The 
suggested duties of such secretaries Or counsel would include obtaining trans- 
portation and hotel reservations for committee members, sending out notices 
of meetings, preparing, and circulating minutes of meetings and supplying 
committee members with statistical information and know-how in connection 
with the industries concerned. Another stated purpose of the amendment is 
to permit committee members to have the assistance of counsel of their own 
choosing in their dealings with the Government in the course of serving on 
advisory committees. 

Under section 701 (b) (ii) of the act as it is at present, business advisory 
committees need not include persons who serve as executives of trade asso- 
ciations and who are not actively engaged in the industry concerned. The 
decision as to whether trade association representatives are to be included as 
members of advisory committees has been left to the discretion of the President 
and those to whom he has delegated defense mobilization functions. In our 
opinion, the present statute appropriately meets the problem of committee 
membership. 

The National Production Authority, the Office of Price Stabilization, and 
other defense agencies have excluded paid representatives of trade associa- 
tions who are not themselves active members of the industries concerned from 
participation in committee activities. Further, privately employed counsel of 
committee members have also been excluded from committee meetings. This 
action has been based upon the concept—as set forth in our June 6, 1951, 
letter—that the proper function of business advisory committees is to give 
advice and make recommendations, but not to make decisions which properly 
should be made by the Government. 

The entire notion of appointing a secretary and counsel for advisory com- 
mittees is directed toward making committees self-contained entities. This 
is completely at variance with the concept of the committee function of 
advising Government officials when they request advice. To appoint a paid 
member of a trade association who is not a responsible Government official and 
who is not an active member of the industry concerned to perform these 
functions for committees would give each such committee a separate status 
with an accompanying lack of responsibility to the Government, which 1s not 
contemplated to further the purpose which such committees should serve. 
Further, the idea of a committee counsel who is not a Government official is 
completely violative of the statutory concept of the role of committees. 
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In our view, it necessarily follows from the foregoing concept of the proper 
role of industry advisory committees and from our letter of June 6, 1951, that 
no rights of trade association executives or business advisory committee members 
would be impaired by leaving section 701 (b) (ii) unchanged. 

Yours sincerely, ° 
PEYTON Forp, Deputy Attorney General. 


DEPARTMENT OF JUSTICE 


The Department of Justice today made public the following letter: 
FEBRUARY 16, 1955. 
Hon. EMANUEL CELLER, 
House of Representatives, Washington 25, D. C. 


DEAR CONGRESSMAN CELLER: In order that there will be no misunderstanding 
of my testimony this morning before the subcommittee of the Committee on 
the Judiciary of the House, I believe it necessary to request that the following 
statement be added to my testimony: 

“IT was asked about a specific document recently issued by the Department of 
Commerce. I advised the subcommittee I had not seen the document. I stated 
it was of general concern to the Antitrust Division whenever trade association 
executives sat on advisory boards of Government Departments and Agencies, 
since all advisory boards present antitrust problems. The Department of 
Justice has recommended, therefore, certain precautionary standards to guide 
advisory board operations so as to minimize the possibility of violation of 
antitrust laws. 

“We suggested these standards to the Department of Commerce and advised 
them by letter of November 19, 1953, that if it followed these safeguards in 
setting up committees, and saw to their operation in accordance therewith, 
the Department of Justice would raise no objection to trade association repre- 
sentatives serving on Department of Commerce advisory groups. 

“These precautionary safeguards are as follows: 

“1. There should be statutory authority for the employment of such com- 
mittees or an administrative finding that it is necessary to utilize such 
committees to perform certain statutory duties. 

“2. The agenda for such committees and their meetings should be initiated 
and formulated by the Government. 

“3. The meetings to be held should be at the call of and under the chairman- 
ship of full-time Government officials. 

“4. Full and complete minutes of each meeting should be kept. 

“5. The functions of such committees should be purely advisory and any 
determinations of action to be taken should be made solely by Government 
representatives. 

“The Department of Justice has no reason to believe that the Department 
of Commerce is not operating within these safeguards.” 

With kind regards, I remain, 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General. 

The CHairnman. We meet tomorrow at 10 o’clock to hear Judge 
Barnes of the Antitrust Division, Department of Justice. 

The Chair, and I am sure every member, wishes to thank you, Mr. 
Honeywell. You have been very patient and cooperative and we 
appreciate that. 

We also want to say that for your very able counsel, Mr. Roper. 

y © . + . 

(Whereupon, adjournment was taken at 4 p. m. until Friday, Decem- 
ber 9, 1955, at 10 a. m.) 
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Minutes or Inpustry Apvisory CoNFERENCES REFERRED TO IN THE 
EXAMINATION OF DepARTMENT OF CoMMERCE REPRESENTATIVES 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Washington, D. C. 


CONFERENCE—BUILDING MATERIALS AND CONSTRUCTION INDUSTRIES, DECEMBER 17, 
1953 


Lothair Teetor, Assistant Secretary for Domestic Affairs, presiding 
INDUSTRY REPRESENTATIVES 


Mr. E. R. Purves, the American Institute of Architects, Washington 6, D. C. 

Mr. Norman J. Schlossman, American Institute of Architects, Chicago, Ill. 

Mr. William N. Carey, American Society of Civil Engineers, New York, N. Y. 

Mr. Ezra B. Whitman, Whitman, Requardt & Associates, Baltimore, Md. 

Mr. H. E. Foreman, the Associated General Contractors of America, Inc., Wash- 
ington, D. C. 

Mr. James Marshall, the Associated General Contractors of America, Inc., Wash- 
ington, D. C. 

Mr. C. P. Street, McDevitt & Street Co., Charlotte, N. C. 

Mr. George B. Roscoe, National Electrical Contractors’ Association, Washing- 
ton, D. C. 

Mr. D. B. Clayton, Electric Constructors, Inc., Birmingham, Ala. 

Mr. O. F. Erickson, National Association of Plumbing Contractors, Washington, 
D. C. 

Mr. Frank V. McBride, Frank A. McBride Co., Paterson, N. J. 

Mr. L. B. Gruman, Heating, Piping and Air Conditioning Contractors National 
Association, New York 20, N. Y. 

Mr. Frank H. Haines, Standard Engineering Co., Washington, D. C. 

Mr. L. Abbett Post, American Institute of Steel Construction, Inc., New York, 
N. ¥; 

Mr. G. S. Stuart, Painting and Decorating Contractors of America, Philadelphia, 
Pa. 

Mr. Gordon P. Marshall, H. Newton Marshall Co., Boston, Mass. 

Mr. H. R. Northup, National Retail Lumber Dealers Association, Washington 
ao. a. 

Mr. Watson Malone III, Watson Malone & Sons, Philadelphia, Pa. 

Mr. John M. Dickerman, National Association of Home Builders, Washington, 
D. C. 

Mr. E. M. Spiegel, National Association of Home Builders, New York, N. Y. 

Mr. Bert Wood, American Iron and Steel Institute, New York, N. Y. 

Mr. Henry Bahr, National Lumber Manufacturers Association, Washington, 
D.C. 

Mr. I. J. Fairchild, Enameled Cast Iron Plumbing Fixtures Association and 
Vitreous China Plumbing Fixtures Association, Washington, D. C. 

Mr. F. C. McKrell, Stone & Webster Engineering Corp., Boston, Mass. 

Mrs. Catherine Martini, National Association of Real Estate Boards, Washing- 
ton, D. C. 

Mr. Joseph B. McGrath, National Association of Home Builders, Washington, 
D. C. 

Mr. Douglas Whitlock, Structural Clay Products Institute, Washington, D. C. 

Mr. James N. Davis, Portland Cement Association, Chicago, Il. 

Mr. John L. Haynes, the Producers’ Council, Washington, D. C. 

Mr. William Gillett, Detroit Steel Products Co., Detroit, Mich. 

Mr. V. P. Ahearn, National Sand and Gravel Association, National Theater 
Building, Washington, D. C. 

Mr. Herbert U. Nelson, National Association of Real Estate Boards, Washing- 
ton, D.C. 

Mr. Norman P. Mason, William P. Proctor Co., North Chelmsford, Mass. 

Mr. F. Stuart Fitzpatrick, construction and civic development department, 
Chamber of Commerce of the United States, Washington, D. C. 
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GOVERNMENT OFFICIALS 


The Honorable Sinclair Weeks, Secretary of Commerce 

Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs 

Mr. Carl F. Oechsle, Deputy Assistant Secretary of Commerce for Domestic 
Affairs 

Mr. Charles F. Honeywell, Administrator, Business and Defense Services Admin- 
istration 

Mr. H. B. McCoy, Deputy Administrator, Business and Defense Services Admin- 
istration 

Mr. Walter A. Edwards, Assistant Administrator, Business and Defense Services 
Administration 

Mr. Charles P. Redick, Deputy Director, Building Materials and Construction 
Division, Business and Defense Services Administration 

Mr. Edward C. Gaertner, Assistant to the Administrator, Business and Defense 
Services Administration 

Mr. Paul F. Krueger, Associate Clearance Officer, Office of Statistical Standards, 
Bureau of the Budget 

PURPOSE OF THE MEETING 


The Building Materials and Construction Industries Advisory Conference was 
convened on December 17, 1953, at the call of Secretary of Commerce Sinclair 
Weeks to consider and discuss (1) functions and responsibilities of the Business 
and Defense Services Administration in the collection and analysis of basic 
information for these industries; preparedness for defense emergencies; pro- 
motion of construction markets; and staffing of the Building Materials and 
Construction Division of BDSA; (2) Commerce Department contacts with other 
Government departments to further the interests of these industries; and (3) 
general problems, such as taxes, labor relations, etc., in which the Department 
may be of service to industry. 

Secretary Weeks stated that in size and other aspects this group represented 
one of the largest and one of the most important groups in the economy—about 
$45 billion annually. He said that facts pointed up his firm conviction that 
in this endeavor to keep the economy operating on a high level it was important 
to keep the heavy goods industries moving, that soft goods would fall along 
in due course. In relation to the tax angle, he believed changes in depreciation 
allowances would assist in this movement of heavy goods. 

In reviewing recent budget reductions, Secretary Weeks pointed out that 
fewer people were engaged in the business activities of the Department than in 
1929, and in this connection he stated he was trying to get more funds for the 
business aspects of the Department’s activities. 

With respect to statistics, he mentioned that funds for the Censuses of Busi- 
ness and Manufacturers had been dropped from the budget for fiscal year 1954. 
Efforts were being made to reinstate those appropriations for fiscal year 1955. 
With respect to construction statistics, he stated that everyone (including the 
Council of Beonomic Advisers) was aware of the fact that the job that should 
be done was not being done. With this realization for the need to improve the 
construction statistics, the Department intended to do everything possible in 
this respect. 

Secretary Weeks also touched on the BDSA responsibilities to set up a plan 
for M-day and stated that in the domestic field the Department would endeavor 
to assist business in its relationships with other agencies of the Government 
whenever it could appropriately do so. 

Secretary Weeks reviewed current developments in the economy—the reestab- 
lishment of sound money, more favorable tax structure, leveling off of the cost 
of living—and pointed out that while readjustments were expected, it was essen- 
tial to maintain a balanced point of view, weighing the stabilizing factors at work 
at all times. 


REMARKS BY THE ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 


After opening the meeting and welcoming the conferees, Mr. Teetor discussed 
briefly the organizational units of the Department of Commerce which fall within 
the jurisdiction of the Assistant Secretary for Domestic Affairs. The three 
major organizational units are the Bureau of the Census, the Office of Business 
Jeonomics, and the Business and Defense Services Administration. 
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Mr. Teetor for the first time presented his list of 13 functions (see attachment) 
which he believed was the job to be done in domestic affairs by the Department 
of Commerce. In essence, the aim of the Department of Commerce is to foster 
an open-door policy under which businessmen will feel free to come in and discuss 
their problems and, in turn, provide the guidance by which the Department may 
fulfill its role as the voice of business in Government, Mr. Teetor emphasized. 

He explained that 25 industry divisions, of which the Building Materials and 
Construction Division is one, have been established in the BDSA. These divi- 
sions are manned with experts from industry. To obtain the viewpoint of busi- 
ness on many current matters and to acquaint industry with the facilities which 
are being established for its assistance, these division are sponsoring a series of 
conferences, such as this one. 

The conference should be considered as a two-way street whereby the Govern- 
ment can call on industry for guidance and where the industry can present its 
problems. The Department intends to consult industry on many matters, includ- 
ing legislation affecting business, even though the Department is not directly 
concerned in the administration of such laws. With a knowledge of industry's 
views and needs, the Department can operate more effectively, Mr. Teetor 
emphasized. 

He also welcomed the participation of trade association executives in industry 
conferences called by the Department, as well as in individual discussions with 
Department officials. He expressed appreciation of the assistance rendered by 
trade association officials in the past and hoped that the Department could count 
on their continued cooperation. 


REMARKS BY THE ADMINISTRATOR OF BDSA 


BDSA, which was chartered on October 1, 1953, is a consolidation of what 
wis known prior to the Korean war as the Bureau of Foreign and Domestie 
Commerce and what remained of the National Production Authority, Mr. Charles 
F. Honeywell explained. Since the responsibilities lodged in both agencies 
require the use of industry divisions, consolidation of the two activities seemed 
to be an intelligent and economical way of handling the matter. 

BDSA has three major functions, namely, implementation of the Defense Pro- 
duction Act, mobilization base planning, and services to business. 

Defense activities are concerned basically and primarily with the development 
of a program which could be promptly effectuated should an emergency arise. 
That BDSA is not concerned with perpetuating a controlled economy has been 
evidenced by the widespread decontrol action since the agency’s existence. How- 
ever, Mr. Honeywell emphasized, as representatives of industry, BDSA officials 
would be remiss in their responsibilities if they failed to make adequate provision 
for emergency situations. He recalled the chaotic conditions which existed 
at the start of World War II and the Korean emergency and pointed to the fallacy 
of not maintaining a state of readiness. 

Under a directive issued by the Office of Defense Mobilization, the agency of 
the White House charged with implementing legislation dealing with the 
establishment of a mobilization base, the BDSA has the responsibility for advising 
on such matters as stockpiling, tax amortization, expansion goals, industry evalu- 
ation, plant protection facilities, defense mobilization, postattack planning, ete. 

The function of services to business is a revival of President Hoover’s concept 
of the role of the Department. The 25 industry divisions as well as the Offices 
of Technical Services, Distribution, Field Service, and Small Business have the 
responsibility of doing for industry and business things which they cannot do 
for themselves. Matters that were properly the function of business will not be 
done by the Department. 

In commenting on the reduction in staff from 4,700 under NPA to 350 under 
BDSA, he expressed the belief that the present staff was too small for effective 
operation and that an increase of $1 million had been approved by the Secretary 
and the Bureau of the Budget for fiscal 1955. 

Mr. Honeywell described BDSA’s practice of employing in its industry divi- 
sions personnel from private industry on a without-compensation basis. He 
was joined by Mr. Teetor in urging the building materials and construction 
industries to supply a Director for the Building Materials and Construction 
Division on this basis. Men fresh from industry, with an industry point of 
view, are badly needed to carry out the Division’s programs and aims. 

Mr. Honeywell also revealed the existence of a list of about 1,200 “alumni” 
who have served the Government in WPB, NPA, and BDSA. These men with 
vast experience in both Government and industry are considered on a standby 
basis to be called in case of emergency. 
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NATURE OF THE BUILDING MATERIALS AND CONSTRUCTION INDUSTRIES 


Mr. Teetor asked Mr. Norman P. Mason, chairman, construction and civic de- 
velopment department, United States Chamber of Commerce, to assist in conduct- 
ing the meeting. 

Mr. Mason presented the conferees with a prepared statement of significant 
facts about the industry as a background for the discussion. Highlights of this 
statement included the following: 

“Construction is both one of the largest and one of the most pervasive of all 
forms of economic activity. In some of the great variety of its activities, con- 
struction is carried on in all parts of the country * * * and affects every form 
of economic and social activity and every worker and every family in the 
country. * * * 

“Taking into account all construction * * * its total product in 1953 will 
come to over $45 billion or around 12 percent of the gross national product. * * * 

“Construction uses more raw materials than any other single form of economic 
activity. Practically all of cement, gypsum, and clay products are devoted to 
construction. New construction and maintenance take annually about one-sixth 
of the iron and steel, one-fifth of the lead, zine, and aluminum, one-third of the 
copper, and almost two-thirds of the lumber consumed by all the Nation’s indus- 
tries. Bituminous products, plastics, paint, rubber, stone, glass, vegetable fibers, 
all find major markets through construction activity. 

“Construction provides for the employment of about 3.5 million persons directly 
in work at the site and, indirectly, in the distributing, transportation, manufac- 
turing, mining, lumbering and other activities dependent upon it, conservatively 
it may be estimated as many as 4 million more. The total of at least 7.5 million 
is roughly 12 percent of the total employment in the country. * * * 

“Construction is small business. About 250,000 general contracting and sub- 
eontracting organizations are known to exist. * * * Construction supports 
25,000 architects and a majority of the 126,000 civil engineers * * * 100,000 
wholesale and retail establishments * * * at least 15,000 manufacturers of 
building materials and basic lumber manufacturing would add about 20,000 more, 
exclusive of thousands of portable and part-time mills. * * * 

“Measurements of construction activity: The desirability of accurate measure- 
ments of * * * construction should be obvious. Such measurements are needed 
to observe and make judgments on economic trends, to reveal market conditions 
and to estimate the range and volume of future activity. They are needed both 
to aid in the determination of Government policies and to guide the decisions of 
private organizations. 

“Great importance of improving present measurements: The measurements 
that we have cannot be recognized as dependable guides. The accuracy of esti- 
mates of national income and gross national product are impaired by the in- 
adequacies of the information about this large sector of the economy. The same 
is true of estimates of the amount and distribution of capital investment, which 
are so largely affected by construction activity. Beyond these month-to-month 
and year-to-year requirements are those of special emergency periods when the 
control of activity in the interest of the Nation’s defense requires wide knowledge 
of what construction uses and produces. Our current information is dangerously 
insufficient for determining directives in a time of war or for taking measures to 
temper booms and depressions. 

“Government's proper responsibility and opportunity: The need for accurate 
measurement is the more acute because of the peculiar characteristics of the 
construction industry. * * * If this essential information is to be provided, the 
job must be done, as it is for agriculture, by Government.” 

DISCUSSION OF AGENDA ITEMS” 
Agenda item 1. Basic information for building materials and construction 
industries 

Discussion.—In discussing the recommendations, it was brought out that there 
is a dearth of adequate statistical information in the whole field of construction 
and that some data, now published by the Commerce Department, had definitely 


1The classification grouping for this and other items was made subsequent to the meet- 
ing to facilitate presentation, future discussion and evaluation. The method or order of 
presentation is not intended to reflect the relative importance of the items, either as 
presented by industry representatives or as being considered by the Department. 
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deteriorated. Recent staff reductions have made it necessary to place too much 
reliance on secondary source material which is of questionable validity. 

It was reiterated that Government and industry alike need adequate data in 
the entire broad field of building materials production, construction, and real- 
estate activity ; the former for public policy decisions affecting the money market, 
insurance underwriting, urban redevelopment, and in the appraisal of current 
economie developments; the latter for market research, materials purchasing, 
production scheduling, planning plant expansion, investments, measuring effec- 
tiveness ‘of sales staff and advertising programs, and for collateral uses in 
industries other than construction. 

Considerable stress was placed on the necessity for Government to analyze, 
interpret, and especially to forecast developments in the building materials and 
construction industries. It was noted that adequate analysis and statistical 
information was needed so the Government could take appropriate action in time 
of recession emergencies. 

It was stated that only the Government could secure the information needed, 
that efforts made by industry in certain areas resulted in getting only opinion. 
At the same time much useful information is compiled by trade associations and 
the Government was urged to use it to the maximum extent possible. 

Priorities should be set up for the various statistical items recommended to 
be done, based on consideration of the first needs of Government and industry 
in peacetime as well as for defense mobilization and postattack planning. 

Whatever figures are compiled should be built on a solid foundation. When 
statistics and graphs are printed and distributed, they are accepted as factual 
and people make decisions based on them. The Government must be careful 
that the figures are accurate. Continuous efforts must be made to improve 
the methods and procedures by which they are compiled. 

Recommendations were made to expand future meetings to include manufac- 
turers and distributors of construction machinery, financing organizations, and 
the publications in the construction and building materials field. 

Both industry and Government representatives pointed out the need for some 
kind of yardstick or index of construction costs. Many of the problems implicit 
(regional variation, changing design factors, new materials and techniques, 
variety of projects, profit margins, etc.) were discussed. The concensus ap- 
peared to be that it would be impractical and in some respects inadvisable for 
the Government to attempt comprehensive work in this field. 

Recommendations.—Various conferees made a number of recommendations 
during the discussion of the type of statistical information that should be com- 
piled by the Department and the analysis that should be made with respect 
thereto. These recommendations of things to be done have been summarized as 
follows: 

1. Volume of construction expenditures : 

(a) Compile current monthly expenditures estimates for new construc- 
tion by type, State, etc. 
(0) Make periodic estimates of alterations, repairs and maintenance 
2. Real-estate activity—Supply and demand: 
(a) Take an inventory of real property ; 
(b) Set up an index of real-estate sales prices; 
(c) Establish current measures of— 
(1) Vacancies in residential and commercial property. 
(2) Demolitions. 
(3) Volume of real-estate transactions. 
(4) Additions to the real-estate inventory (preferably completions). 
Building materials: 
(a) Establish measures of production and shipments for each important 
building material. 
(0) Establish measures of volume of materials consumed in all important 
classes of construction. 
Appraise the availability of mortgage funds. 
Analyses and forecasts: 
(@) Interpretation of current developments. 
(b) Analysis of trends. 
(c) Forecasts of construction volume and material consumption. 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1883 


Agenda item 2. Preparedness for defense emergencies 

(a) Information which should be kept currently available. 

(vb) Nucleus organization. 

It was generally agreed that all of the construction information needed in 
peacetime was of even greater usefulness for defense planning or at the time 
of an emergency. 

After a discussion of the inadequacies of planning that was done for emer- 
gencies in the past, it was stated that when defense mobilization and postattack 
planning was done with respect to other industries, the Building Materials and 
Construction Division should also take comparable action in its area of respon- 
sibility. Much of the statistical work can only be done in peacetime and is 
inherently tied in with M-day preparedness. 


Agenda item 3. Promotion of construction markets 


(a) Nonresidential building markets, both new construction and fix-up. 

(b) Liaison with other Government agencies in the field of construction. 

Promotion means many things to many people. The need for a clear defini- 
tion was indicated. One suggestion used the word synonymously with “‘analysis,” 
another stressed the possibilities in the field of replacement, redevelopment, and 
renovation of our “dying cities,” another felt that many of Mr. Teetor’s 13 
points covered the subject. 

Item 3 b (liaison with other Government agencies in the field of construction) 
is included in the discussion under agenda item 4. 


Agenda item 4. Commerce Department contacts with other Government de- 
partments 

(a) How can these be used to further the interests of the building materials 
and construction industries? 

‘The Department should concern itself in the problem of eliminating Govern- 
ment competition in the field of building materials and construction of which 
examples were cited, such as Government operation of sawmills on Government 
timberland, etc. Government methods of handling construction contracts and 
of building up empires of engineers and architects should be studied, also. 


Agenda item 5. Organization and staffing of the Building Materials and Con- 
struction Division 

With assurance of full cooperation of all groups to Mr. Teetor to find WOC 
division directors on a 6-months rotation basis, it was pointed out that the 
building materials and construction industries comprised a multitude of small 
businesses and few that could spare a top official of the stature and competency 
that was required for the job. A suggestion, therefore, was discussed to consider 
the interim employment of a competent full-time director. 

The immediate need of the Building Materials and Construction Division to 
increase the staff of those engaged in construction statistics and economics to 
15 or 20 was generally agreed upon, as well as the need for such a staff to bring 
the construction activities series up to par, and to expand construction market 
analysis to be of real value to the businessmen of the Nation. 


Agenda item 6. Status of Division conferences and industry advisory committees 


Mr. Teetor defined an industry conference as a flexible, one-time gathering, a 
partnership meeting, of officials of the industry and Government to discuss broad 
policy matters and current general problems of the industry. Industry confer- 
ences will not supplant industry advisory committees, but will supplement them. 
The participation of trade association representatives in industry conferences 
will be encouraged, even though they are not eligible for industry advisory com- 
mittees. 

An industry advisory committee, on the other hand, is organized along well- 
defined rules to comprise executives of the industry, competent to give the Divi- 
sion the viewpoints of all segments of the industry on specific problems or con- 
cerning specific products. 


~ 


Agenda item 7. General 
(a) Taxation. 
(b) Depreciation. 
(c) Labor relations. 
(d) Excise taxes. 
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Mr. Teetor in discussing the general problem of taxation pointed out the 
stand of various groups in regard to proposed tax changes. He explained the 
need to eliminate inequities and at the same time introduce more stability into 
the tax structure. About 83 percent of all receipts are now from income taxes 
which are very sensitive to economic changes. The conferees seemed in agree- 
ment that a general excise tax at a uniform rate at the manufacturers’ level 
would be the best compromise. A question was asked concerning the possibility 
of changing the law in regard to collapsible corporations. Mr. Teetor said he 
would look into the matter and would appreciate recommendations from industry. 

Mr. Teetor considers depreciation about the most important item in the tax 
program. There seemed to be no chance of having depreciation based on eco- 
nomic new value, but accelerated depreciation, especially in the first few years, 
was being supported by the Department. 

In answer to a question, Mr. Teetor advised that recommendations on revision 
of the Taft-Hartley Act had not yet been formalized at the White House. The 
conferees urged the Department to take a more active part in representing em- 
ployers in labor matters. Also, the conferees emphasized that if the secondary 
boyeott provisions were to be changed, they should be strengthened; that arbi- 
tration boards should not be set up to settle strikes; that States should have the 
right to legislate in labor matters. Mr. Teetor assured the group that the De- 
partment was working on these and related matters. 


ADJOURN MENT 


Reciprocal thanks were extended for the opportunities afforded by the con- 
ference to exchange ideas aimed at the solving of problems by cooperation be- 
tween Government and Industry. 


Tue Jos To Be Done 
Assistant Secretary of Commerce for Domestic Affairs 


1. Help to provide and maintain a national environment in which free, com- 
petitive enterprise may start to grow and prosper. 

2. Be prepared at all times to establish and operate the industrial regulations 
and controls that have been found necessary during war emergencies, e. g., allo- 
cation and control of strategic materials, analysis of production capacity, survey 
of facilities, ete. 

3. Advise the Secretary on national policy and legislation affecting commerce 
and industry. 

4. Reflect to all agencies of Government, including Congress, the viewpoint of 
business. 

5. Collect, interpret, and distribute national statistics. 

6. Analyze economic trends and problems as basis for stimulating growth and 
business stability; also as a basis for helping to restore stability in event of 
economic recession. 

7. Provide a central, responsible place in Government to which business may 
present its problems and viewpoint. 

8. Advise the Secretary and other agencies of Government on the health of 
our business system. 

9. Make available various kinds of technical and scientific information from 
source material collected throughout the world. 

10. Promote adoption of product standards to eliminate waste and stabilize 
quality. 

11. Provide a network of field offices and branches through local chambers of 
commerce to act as distribution points for all data and services of the Depart- 
ment of Commerce. 

12. Be alert to Government competition in the field of private enterprise and 
work to eliminate such competition whenever feasible. 

13. Cooperate with Bureau of Foreign Commerce: 

(a) Export controls. 

(b) Import restrictions and policies. 
(c) Tariffs. 

(d) Development of foreign trade. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Washington, D. C. 
MINUTES—PRECISION INSTRUMENTS INDUSTRIES CONFERENCE, MArcH 10, 1954 


Lothair Teetor, Assistant Secretary for Domestic Affairs, Government presiding 
officer 


INDUSTRY REPRESENTATIVES PRESENT 


American Optical Co., Henry Woodbridge, vice president 
American Instrument Co., W. H. Reynolds, president 

Applied Research Laboratories, M. F. Hasler, president 

Bailey Meter Co., P. S. Dickey, vice president 

Bausch & Lomb Optical Co., L. B. McKinley 

Beckman Instruments, Inc., Dr. E. D. Haller, vice president 
Bendix Aviation Corp., R. P. Lansing, vice president 

Boonton Radio Corp., G. A. Downsbrough, president 

Corning Glass Works, Olaf Loytty, sales manager 

The Powers Regulator Co., H. C. Mueller, president 

Republic Flow Meters Co., George S. Hendrickson, vice president 
Robertshaw-Fulton Controls Co., F. C. Cross 

John E. Sjostrom Co., BE. L. Sjostrom, president 

Fisher Governor Co., P. A. Elfers, vice president 

Scientific Apparatus Makers Association, K. A. Andersen, executive vice president 
The Foxboro Co., B. H. Bristol, president 

‘The Gaertner Scientific Corp., 8S. Jacobsohn, president 

General Controls Co., James Kelly, instrument manager 

General Radio Co., A. E. Thiessen, vice president 

Kewaunee Manufacturing Co., J. A. Campbell, president 

Kimble Glass Co., R. H. Mulford, vice president 

Leeds & Northrup Co., George W. Tall, Jr., vice president 
Manning, Maxwell & Moore, Inc., C. H. Butterfield, vice president 
Mason-Nielan Regulator Co., F. Kenneth Morrison, vice president 
Thwing-Albert Instrument Co., Edward J. Albert, president 
Tracerlab, Inc., W. E. Barbour, president 

Voland & Sons, Inc., J. C. Jacobson, president 

W. M. Welch Manufacturing Co., R. E. Welch, president 

Weston Electrical Instrument Corp., Earl R. Mellen, president 
White-Rodgers Electric Co., Joseph Newman, chairman of board 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce 
Marshall Smith, Deputy Assistant Secretary for International Affairs 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator 
Horace B. McCoy, Deputy Administrator 
Walter A. Edwards, Assistant Administrator 
Todd Wright, Assistant to Administrator 
John C. Green, Acting Director, Office of Technical Services 
William C. Truppner, adviser on materials allocations and production 
controls 
Scientific, Motion Picture and Photographic Products Division: 
Nathan D. Golden, Director 
George E. Lawrence, Deputy Director 
Thomas W. Delahanty, Branch Chief 
George R. Donnelly, Branch Chief 
Millard B. Hodgson, Branch Chief 
Bureau of Standards: 
Dr. Allan V. Astin, Director 
Dr. A. T. MePherson, Division Director 
Bureau of Census: Maxwell R. Conklin, Chief, Industry Division 
Bureau of Foreign Commerce: 
E. F. Schnellbacher, Director, Office of Intelligence and Services 
Henry Chalmers, tariff consultant 
National Science Foundation: Dr. Paul Klopsteg, Associate Director 
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PURPOSE OF THE MEETING 


Representatives of the precision instruments industries met with officials of 
the Department of Commerce and the Business and Defense Services Administra- 
tion on March 10, 1954, to review and discuss: (1) Role of the Department of 
Commerce, (2) organization and present plans of the Business and Defense 
Services Administration, (8) planning the wartime role of the precision instru- 
ments industries, (4) economic factors affecting the growth of the industries, 
and (5) role of Government in assisting the precision instruments industries. 


OPENING REMARKS 


After welcoming the conferees, Mr. Charles F. Honeywell (Administrator, 
BDSA) explained that Mr. Lothair Tettor, Assistant Secretary for Domestic 
Affairs, who was to have presided, had been unavoidably detained but that he 
hoped to join the group later in the day. 

Industry conferences are a means by which the Secretary of Commerce and 
other Department officials may be advised of industry views on general problems 
concerning the national economy or specific problems applicable to a particular 
industry, Mr. Honeywell stated. 

Mr. Walter Williams, Under Secretary of Commerce, expressed his views on 
the threefold contribution of industry to the Nation and the Government. By 
participating in Government activities, industry facilitates a dynamic and pro- 
ductive expansion of the economy. In thus strengthening the Nation’s economy, 
industry helps to avoid internal depressions. And, by implementing an adequate 
mobilization base, industry contributes to the ability of the United States to 
successfully repulse aggresion should an attack occur. 

Referring to industrial technological advances, Mr. Williams stated the belief 
that progres in applied sciences will benefit both the national and world economy. 
He cited the work of the Bureau of Standards in the field of thermonuclear 
devices, electronics, and other scientific development as indicative of the impact 
which may be expected on industry from new discoveries. 

Mr. Carl F. Oechsle, deputy to the Assistant Secretary for Domestic Affairs, 
commented briefly on the activities of the Bureau of the Census, the Office of 
Business Economics, and BDSA. 


OGRANIZATION AND PRESENT PLANS OF BDSA 


Mr. Honeywell described the three major responsibilities of BDSA as those 
related to defense, industrial preparedness, and business services. 

In connection with defense, BDSA officials are seriously aware of the need to 
be prepared for a possible emergency, Mr. Honeywell said. Depsite a fervent 
hope that an emergency will not arise, BDSA would be remiss in its duties were 
it to neglect providing for necessary controls of critical materials to be invoked 
in the event of need. To this end, CMP has been revised for the purpose of 
effecting a rapid transition from a relatively peaceful economy to a controlled 
economy. The defense materials system (DMS) provides the means by which 
critical materials can be quickly and properly channeled to enable continued 
production during enemy attack. Among the functions of the 25 industry 
divisions within BDSA is the responsibility of administering DMS and supporting 
military and atomic energy production programs. 

Industrial preparedness includes the responsibility for reviewing and recom- 
mending to the Office of Defense Mobilization appropriate actions related to 
industry evaluation, expansion goals, tax amortization, stockpiling, and pre- 
and post-attack planning. 

The third major responsibility of BDSA, that of providing a “service to busi- 
ness,” is a reinstitution of a concept envisaged by ex-President Herbert Hoover 
when he was the Secretary of Commerce in the 1920's. However, until a firm 
determination is reached of the extent to which Government can be of assistance 
to business, it seemed logical to combine business services with defense activities 
in one agency, Mr. Honeywell explained. He added that one of the purposes in 
calling conferences is to reach definite conclusions on how BDSA can best serve 
business and industry. 

In the transition from NPA to BDSA, personnel was reduced from a peak 
total of 6,900 employees, including paid consultants and without-compensation 
personnel to 694 per annum employees on December 1, 1953. Because this 
number is considered inadequate to properly staff the industry divisions for 
performing a real service to business and industry, more funds have been re- 
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quested for the next fiscal year. BDSA is fortunate in being able to secure the 
services of high-caliber industry personnel on a without-compensation, rotating 
basis, Mr. Honeywell said. He pointed out that these men bring industry 
know-how and viewpoints to Government and hoped that industry-Government 
relations will continue to be mutually beneficial. 

To assure that industry views will be brought to the attention of policy-making 
officials of the Government, BDSA has three Assistant Administrators who have 
direct access to the Secretary of Commerce and serve without compensation, 
Mr. Honeywell informed the conferees. He introduced Mr. Walter A. Edwards, 
the Assistant Administrator through whom the Scientific, Motion Picture, and 
Photographic Products Division may appeal for aid and support. 

Mr. Honeywell also mentioned a change in policy with regard to inviting 
trade association representatives to actively participate in BDSA activities. He 
expressed appreciation for the assistance of trade-association executives who 
have attended other conferences and welcomed those present at the meeting. 


PLANNING THE WARTIME ROLE OF THE PRECISION INSTRUMENTS INDUSTRIES 


Essentiality to the mobilization base.—Since the end of World War II, the ques- 
tion of defense preparedness has been of great interest to the precision instru- 
ments industries, and industry spokesman said, because of the undisputed fact 
that should future wars arise, they will be fought with scientific methods and 
scientifically developed weapons. Precision instruments are used in all phases of 
research and development as well as in military weapons and war-supporting in- 
dustries, he emphasized. In view of the importance of precision instruments to 
defense preparedness, the industry has made specific recommendations to the 
Government, some of which have been adopted. In the Korean emergency, for 
example, it was recognized that manufacturers of scientific instruments, which 
are classified as B products, are a distinct industrial group, and several industry 
advisory committees were formed to abvise NPA on special industrv problems. 

Since class A products (for direct military and atomic energy needs) receive 
a higher materials priority, it was suggested that the A classification should be 
extended to precision instruments in the event of a future emergency. With the 
growth of the electronics industry and the increased electrical motivation of 
combat weapons, the range of uses for measuring and control devices broadens, 
it was pointed out. Moreover, measuring instruments are basic to the produc- 
tion of all kinds of major equipment and scientific apparatus. For these reasons, 
among others, the industry should receive all possible consideration and 
assistance from the Government in order that it may fulfill its wartime role of 
providing items for military and essential civilian uses. 

Munpower.—The shortage of scientists, engineers, and technically trained 
personnel is a continuing problem within the industry, conferees explained. 
When war occurs, key personnel are lost to the armed services because of their 
Reserve officer status, and skilled workers are absorbed by the selective-service 
system. This problem of how to retain skilled workers in times of conflicting 
demands for available manpower should be resolved before hostilities take place, 
it was emphasized. 

Mr. George A. Lawrence (Deputy Director, Scientific, Motion Picture, and 
Photographic Products Division, BDSA) informed the group ‘hat the Division 
collaborates with an Interdepartmental Committee headed by the Department of 
Labor in establishing a list of critical skills and occupations. This list is used 
by local draft boards in granting exemptions from military service. Mr. Law- 
rence suggested that, as changes in technology or plant procedures require re- 
visions of occupational definitions, it might be advisable to report new job 
categories to the Division so that the latest information may be relayed to the 
Interdepartmental Committee. . 

Adequacy of present production capacities—World War II demands on pro- 
ducers of precision instruments greatly contributed to the expansion of various 
segments of the industry, a conferee stated. Precision instruments are classi- 
tied under two broad categories: Scientific, optical, and laboratory instruments, 
also including laboratory glassware, precision balances, apparatus, and equip- 
ment; and industrial process instruments, including mechanical and electrical 
measurement meters, precision gages, and test equipment; automatic tempera- 
ture, pressure, and flow regulators; indicators, recorders, controllers, and servo- 
mechanisms. 

Productive capacities of scientific apparatus makers in particular expanded by 
as much as 300 and 400 percent during World War II. In the field of military 
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optical items, it has been estimated that, as a result of increased uses for 
scientific and optical controls in military equipment, wartime production in- 
creases would be about 20 times normal output. 

With regard to the manufacture of analytical balances, expansion of pro- 
ductive facilities is dependent on the availability of trained adjusters, a repre- 
sentative of the industry segment reported. There are only 6 domestic balance 
producers and only 100 to 125 persons in the United States are qualified to adjust 
balances. To retain this skilled personnel, therefore, the industry must maintain 
high levels of production at all times. This is possible only with a constant 
high demand. 

Further expansion by the industry would be encouraged by better military 
estimates of requirements and rapid tax amortization incentive, industry spokes- 
men pointed out. 

Postattack and production continuity studies —The importance of planning 
now for continuous operation of the precision instruments industries in the 
event of enemy attack was stressed by Mr. William EK. Haines (Assistant Deputy 
Administrator, BDSA). He noted that, despite a general tendency toward a 
fatalistic attitude on the subject of atomic attack, members of this particular 
industry are particularly aware of improved methods of warfare and the danger 
of attack. 

Assuming the unquestionable vulnerability of the United States to attack, the 
Office of Defense Mobilization under the Executive Office of the President has 
been assigned the function of directing, controlling, and coordinating mobiliza- 
tion activities of the United States. ODM has delegated to the Department of 
Commerce the responsibility for informing industry of its role in industrial 
preparedness. To this end, an informative pamphlet entitled, “Suggested Post- 
attack Production Measures” has been prepared for distribution, copies of which 
were furnished the conferees. 

In addition to the protective proposals outlined therein, a Department of 
Commerce working group is in the process of evaluating the relative importance 
of all plants, facilities, materials, and other economic sources from a national 
security viewpoint, for the purpose of encouraging protective measures to be 
taken by industry as well as determining which measures must be taken by 
Government. While industrywide or nationwide protective action is possible 
against some hazards such as enemy attack, sabotage, subversive activity, and 
espionage, many measures can be effected only by a single industry or a single 
company. 

Some companies engaged in defense or defense-supporting activities have 
already taken extensive preattack measures for the protection of plants and 
personnel and for the preservation of records, facilities, and utilities, Mr. Haines 
reported. 

Insofar as assuring a continuity of production by the precision instruments 
industries, a large percentage of which has been identified as vitally necessary 
to defense, the facilities of BDSA and the Industry Division are available to 
assist industry members in planning and developing practical, protective pro- 
grams Which may be initiated now in preparation for possible emergencies, 
Mr. Haines stated. 

He added that while preliminary preparatory measures may be taken by 
individual companies, BDSA in close cooperation with the Department of Defense 
and the Atomic Energy Commission, is continually studying supplementary 
long-range problems of industry concentration, plant dispersal, and post-attack 
rehabilitation. 

The conferees approved of the action being taken by BDSA on this subject of 
production continuity and protective measures, and unanimously recommended 
that a task group be appointed from the industry to discuss the problem further 
with Mr. Haines and the Division. 

Controlled materials plan.—This was discussed by Mr. William C. Truppner, 
adviser on materials allocations and production controls, BDSA. With each 
successive advance in destructive power, the national security makes it impera- 
tive to improve the Nation’s ability to convert swiftly from partial to full 
mobilization, Mr. Truppner stated, and the time lag between relatively peaceful 
conditions and those of all-out war has become progressively reduced. It there- 
fore becomes necessary to be prepared for an overnight conversion. 

Advance preparations have been made by BDSA by setting up a materials con- 
trol mechanism which can be readily activated. The revised controlled materials 
plan, known as the defense materials system or DMS, is intended to meet imme- 
diate M-day needs by controlling materials used in the production of class A 
products. Since a large proportion of the total available materials supply is con- 
sumed in the production of military and atomic energy equipment, the remaining 
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supply taken up by the defense-supporting and civilian economy need be only 
indirectly controlled. Production for civilian consumption is expected to be 
restricted, by direction, to a specified percentage of a predetermined base. The 
predetermined percentage will be arrived at for each industry after the industry 
divisions have estimated total material requirements of all industries under their 
jurisdiction, using the Korean emergency period as one of the bases of determina- 
tion, Mr. Truppner explained. 

Conferees expressed concern over the possibility that specialized problems of 
various sections of the precision instruments industries might not be represented 
in the overall determination, Mr. Honeywell and Mr. Golden assured the group 
that care will be taken to insure accurate estimates to the greatest possible 
extent and to afford equitable treatment of all claimants for materials. 

A represenative of the automatic electrical temperature control instruments 
industry presented a copy of a report prepared in 1949 at the request of the 
National Security Resources Board, outlining specific production problems en 
countered by the industry under wartime conditions. It was his intention that 
the report serve as a guide to BDSA in formulating future regulations on mate- 
rials control and production prohibitions. Another representative suggested 
that a task group be designated to assure the flow of materials to the industry 
when the defense materials system goes into effect. 


ECONOMIC FACTORS AFFECTING THE GROWTH OF THE INDUSTRIES 


Development of foreign markets.—Mr. E. EF. Schnellbacher (Bureau of For- 
eign Commerce, Department of Commerce) addressed the group on the subject 
of Commerce Department aids to industry in the development of foreign 
markets. He referred to the extensive services performed by the Department 
in the 1920’s when commercial intelligence was collected in the field. However, 
under its present organization, the Department depends on the United States 
Foreign Service and on industry for information on industry activities and 
problems in foreign trade. 

Field offices furnish general data on basic economic conditions in foreign 
countries and maintain lists of foreign suppliers and buyers, Mr. Schnellbacher 
informed the group. Information on trade restrictions and economic develop- 
ments in foreign countries is also available in regular publications issued by 
the Department on foreign commerce. 

Referring to the export licensing activities of the Bureau of Foreign Com- 
merce, an industry representative suggested that delays in approving applica- 
tions for export licenses be lessened to facilitate trade with prospective foreign 
purchasers. Because competition from foreign producers is very keen, United 
States exporters are hampered in their customer relations by the uncertainty of 
receiving export licenses for particular products as well as by the time required 
to approve applications. 

Multiple transaction licensing of many items now on the so-called positive list 
might improve this situation, conferees suggested. It was pointed out that con- 
trolling experts of certain American-produced strategic items by licensing is 
no longer an effective security measure because many of the items are readily 
available to prospective customers from other productive sources. Items no 
longer of strategic importance should therefore be transferred to the general 
list of products which may be exported without license. 

Mr. Schnellbacher assured the conferees that the positive list of commodities 
is under constant review. Also, a recent revision of export regulations permits 
established exporters to operate under a license issued on an annual basis. 

Mr. Nathan D. Golden (Director, Scientific, Motion Picture, and Photographic 
Products Division, BDSA) added that industry representatives in the export 
trade who wish to do so may submit to the Division lists of items which they 
believe should be removed from the positive list and the reasons therefor. 

Mr. Herbert Higgins (State Department), recently returned from Berlin 
where he spent the past 6 years in the Office of the United States High Com- 
missioner for Germany, reported on his observations of German industry after 
World War II. Much of the plant equipment had been dismantled by Russia. 
Equipment design for civilian production, especially in the scientific instru- 
ments industries, labor-management conditions, and production know-how had 
all deteriorated during the Hitler period. 

A large percentage of unemployment still exists in Western Germany, Mr. 
Higgins said. However, exports are increasing. The threat of competition 
from Western Germany in world trade should not become serious for the next 
few years, Mr. Higgins believed, because of outmoded production methods. 
Meanwhile, there is a large market in Germany for American-made items. 
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Answering a question on the availability of information on reliable foreign 
importers of specific scientific instruments, Mr. Higgins replied that the re- 
quested information may be secured from the United States commercial attaché 
in Bonn, Germany. Mr. Golden suggested that inquiries of this nature be 
addressed to his Division for followup and reply. 

Foreign competition—Spokesmen for the optical and laboratory apparatus 
equipment industries reported disruptive influences on American industry from 
foreign competition. They called attention to the type of items produced by 
all segments of the precision instruments industry, their essentiality in times 
of national emergency, their adaptability to foreign trade, and present-day 
conditions of foreign competition which are considered unfair when compared 
with United States standards. 

A summary of the position of the optical and laboratory apparatus spokesmen 
is given in the attached statement by Mr. R. E. Welch, representing the Scientific 
Apparatus Makers Association. 

To counteract these market trends and assure the retention of a self-contained 
precision instruments industry which is vital to national security, a protective 
policy toward the industry would be helpful, it was suggested. Moreover, the 
designation of a single Government point of control where the industry may 
seek a solution to its problems arising from foreign competition, would also 
be of assistance to the industry. 

Industry spokesmen discounted the theory that by adopting a protective 
policy toward the domestic precision instruments industry for national security 
reasons the Government might defeat its purpose of assisting other governments 
in their economic development and rehabilitation programs. The argument that 
a protective policy toward the industry might offer an incentive for other indus- 
tries to seek like protection was also refuted by pointing out the uniqueness of 
the precision-instrument industry. Skills within the industry, for example, 
are not readily acquired, they are not interchangeable, and they are lost from 
nonuse. Since the industry is not a mass-production one, it entails high labor 
costs. Domestic wages are 10 to 1 as compared with Japanese hourly wages, 
and 4+ to 1 over British rates. For these reasons, it is essential that the industry 
be protected by the Government from unfair competition. 

Mr. Honeywell assured the conferees that a brief has been prepared on the 
position of the precision-instruments industries, as well as that of numerous 
other industries, with regard to the Randall Commission report. This brief 
has been presented to Secretary of Commerce Weeks for use in formulating 
recommendations of the Department on the Randall Commission report. 

The morning portion of the conference adjourned at 12:50 p. m. to the Carl- 
ton Hotel where an industry-sponsored luncheon was held. The Honorable 
Sinclair Weeks, Secretary of Commerce, was the guest speaker and he was intro- 
duced by Edward J. Albert, the president of Thwing-Albert Instrument Co. and 
president of the Scientific Apparatus Makers Association. 

Secretary Weeks reviewed the general economic outlook and the specific factors 
which lend optimism to the administration’s position. Speaking on the world 
situation, as it affects domestic industry, the Secretary emphasized the need 
for planning for a different kind of war—one in which the stockpiling of skilled 
craftsmen is just as essential as the stockpiling of critical materials. 

The afternoon portion of the conference continued in the luncheon room and 
was presided over by Assistant Secretary Teetor. 


E.vrcise tares 

Mr. Teetor reviewed for those present the current outlook on excise tax 
reductions. He indicated that those taxes currently above 10 percent will be 
reduced to 10 percent, with tobacco and liquor taxes remaining as they are. The 
tax base will have to be broadened to keep present $10% billion income level 
Present actions of House Ways and Means Committee indicate retention of this 
income level may not be finally achieved. 


Commodity standards and product simplification 

Mr. John C. Green, Acting Director of the Office of Technical Services, BDSA, 
addressed the group on the organization and functioning of the various sec- 
tions of his department. Mr. Green stressed the services to business in the 
issuance of technical reports on Government research and development, and also 
described the functioning of the section responsible for commodity standards 
and product simplification. 

An industry spokesman briefly described several studies on standardiza- 
tion which have been completed by the standardization committee of the 
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SAMA, Recorder-Controller Section, and indicated that this group plans to 
c 


ontinue to go forward with this work. 


Certification and testing 

Dr. A. T. McPherson, Division Director of the National Bureau of Standaras, 
addressed the group on the current problems in NBS regarding services to in- 
dustry in product certification and testing. He referred to the Kelly report, 
and indicated that Dr. Kelly was working with the American Standards Asso- 
ciation and the American Society for Testing Materials to set up an advisory 
group to face problems in this field. 

Dr. McPherson indicated his group is working hard to reduce the backlog 
on testing, and that they had recently added another man to reduce backlog 
on volumetric glassware. 

The NBS work on primary standards must be given first consideration, and 
the Kelly committee recommends reduction in secondary standards certifica- 
tions. The precision-instruments industry could do a better job in selling the 
public their own quality-control efforts, and thus reduce to a degree their de- 
pendence on the NBS. 

Mr. Golden indicated that investigations were being conducted into the possi- 
bility of an industry trust fund to provide direct assistance in reducing NBS 
backlog on those items within this industry. Although present legal interpre- 
tations reveal such an arrangement would result in no reduction of current 
certification charges, additional investigation will be continued along these lines. 


Statistical data 

Mr. Maxwell R. Conklin, Chief of the Industry Division, Bureau of Census, 
described the current status of the Bureau’s work on import-export statistics, 
census of manufactures, and the survey of manufactures. Mr. Lawrence voiced 
an appeal for cooperation from this industry in supplying more and better sta- 
tistics for use within all agencies of Government. The better data available 
to Government personnel, the better the service that can be performed to the 
industry. 


Government liaison with trade associations 


Mr. Honeywell spoke on the new attitude of the Department of Commerce 
toward the trade associations, and the dependence that is currently manifest 
on the trade association representatives for ready checks on industry attitudes 
and opinions. 

Mr. Kenneth Andersen, executive vice president of the Scientific Apparatus 
Makers Association, indicated his personal enthusiasm toward the new policies 
of the Commerce Department. He stressed the benefits of closer liaison between 
government and industry, and the part played in this relationship by the men 
volunteered from industry to serve short terms in the Commerce Department. 
He concluded by thanking the Commerce officials on behalf of the industries 
present for the opportunity to attend this industry conference and exchange 
views with the Secretary and his working organization. 

The conference was adjourned at 3: 50 p. m. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 
MINUTES—BICYCLE INDUSTRY CONFERENCE, MArcH 12, 1954 
Charles F. Honeywell, Administrator, Government presiding officer 


INDUSTRY ATTENDANCE 


William Stoeffhaas, Arnold, Schwinn Co., Chicago, Il. 
Frank Schwinn, Jr., Arnold, Schwinn Co., Chicago, Il. 

H. C. Bush, Bendix Aviation Corp., Elmira, N. Y. 

John Auerbach, Bicycle Institute of America, New York, N. Y. 
Harry L. Coe, Bicycle Institute of America, New York, N. Y. 
Nicholas Mamula, Campbell-Ewald, Inc., New York, N. Y. 





1892 WOC’S AND GOVERNMENT ADVISORY GROUPS 


bh. A. Moller, Carlisle Corp., Carlisle, Pa. 

William Sipprell, Jr., Cleveland Welding Co., Cleveland, Ohio. 

W. kt. Stephenson, Delta Electric Co., Marion, Ind. 

Guy Wainwright, Diamond Chain Co., Indianapolis, Ind. 

J. W. Cheetham, Evans Products Co., Plymouth, Mich. 

M. F. Moyer, Goodyear Tire & Rubber Co., Akron, Ohio. 

M. J. Propst, Monark Silver King, Ine., Chicago, I11. 

F. H. Hannon, Murray Ohio Manufacturing Co., Cleveland, Ohio. 
C. W. Pinnell, Sr., Pinnell’s, Inc., Richmond, Va. 

H. W. Snyder, f.. i’. Snyder Manufacturing Co., Little Falls, N. Y. 
N. R. Clarke, Westfield Manufacturing Co., Westfield, Mass. 


GOVERN MENT ATTENDANCE 


Department of Commerce: 
Walter Williams, Under Secretary 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. B. MeCoy, Deputy Administrator 
Walter A. Edwards, Assistant Administrator 
Charles F. Hughitt, Deputy Director, Consumer Durable Goods Division 
Todd Wright, Assistant to Administrator 
Richard 8S. Blaisdell, public information officer 
James B. Lennon, program executive, Consumer Durable Goods Division 
Bureau of Foreign Commerce: Emil Schnellbacher, Director, Office of Intelli- 
gence and Services 
Small Business Administration: T. G. Waale, Director, Office of Production 
Assistance 
PURPOSE OF THE MEETING 


A conference was held on March 12, 1954, with representatives of the bieycle 
mdustry to acquaint them with the general functions and philosophies of the 
Department of Commerce and the Business and Defense Services Administra- 
tion, and to discuss problems confronting the industry. 


Mr. Charles F. Honeywell (Administrator, BDSA) was the Government presid- 


ing officer. 
OPENING REMARKS 


After welcoming the conferees, Mr. Honeywell explained that Mr. Lothair 
Teetor (Assistant Secretary for Domestic Affairs), who was to have presided, 
had been unavoidably detained, but that he would join the group later in the 


day. 
COMMENTS BY UNDER SECRETARY WALTER WILLIAMS 


Mr. Williams stressed the importance to the Department of Commerce of 
being apprised of industry problems and conditions, and he commented on the 
effectiveness of the industry conference as a mode of communication. Such 
conferences are really a corollary to the activities of the Government's Advisory 
Board on Economic Growth and Stability, Mr. Williams remarked. 

The ABEGS is comprised of the Under secretaries of the Departments of 
Agriculture, Labor, Treasury, and Commerce, a member of the Federal Re- 
serve Board, a representative from the Bureau of the Budget, and three mem- 
bers of the President's Council of Economic Advisers, The Board is headed 
by Dr. Arthur Burns, who is also Chairman of the Council of Economic 
Advisers. 

The Board, like industry, is greatly concerned with economic trends. It 
watches for signs of upturns or downturns by evaluating factors such as the 
length of the workweek, status of inventories, money in circulation, construc- 
tion of new industrial facilities, stock-market activity, etc. Recent signs, 
Mr. Willinms believed, are extremely encouraging and point to a probable 
upswing in business during the second half of this year. This opinion, the 
group was told, is predicated on the absence of excesses of credits and other 
excesses that have prevailed in former periods of economic decline. This 
trend can be stimulated by a vigorous program of salesmanship on industry's 
part, Mr. Williams declared. 

He assured the conferees that, where possible, the aim of the Department is 
to aid industry. He further assured them of full comprehension of industry's 
problems and views, explaining that many officials, like himself, have been 
drawn from industry’s ranks to help in effectuating administration policies. 
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REMARKS BY ASSISTANT SECRETARY LOTHAIR TEETOR 


BDSA was established with the aim of aiding business in areas where it 
cannot help itself, Mr. Teetor pointed out, adding that the Department of Com- 
merce is fostering an open door policy under which businessmen will be en- 
couraged to come in and discuss their problems and, in turn, provide the guid- 
ance by which the Department may fulfill its role as the voice of business in 
Government. 

Referring to the interest of the conferees in tariff matters, Mr. Teetor ex- 
plained that the Department of Commerce has been asked for its views on the 
report of the Randall Commission. The consensus of Department officials is 
that the report does not generally reflect the viewpoint of businessmen. The 
recommendation of the Department was that trade agreements should be con- 
tinued for a period of 5 years, but that no tariff revisions be instituted for at 
least 2 years, except that the escape clause should be invoked where there is 
distress in any business. 

Following the submission of this recommendation, the Department received 
a draft of the President's proposed message to Congress on the report with a 
request for comments. This draft indicated that the report had been revised 
to the extent of including only some very minor recommendations. 

In the Department’s comments on this draft, Secretary Weeks reiterated his 
earlier recommendation, pointing out that because of abnormal wartime trade 
conditions, the present tariff rates have had no test and for that reason tariff 
revisions should be deferred for at least 2 years. Cited also were widespread 
complaints regarding the effect of imports on American business. 

Before the message is sent to Congress, it will be discussed at the Cabinet level 
where Secretary Weeks is prepared to press for adoption of his recommendation 
which is predicated on the businessman’s point of view, Mr. Teetor said. 


RESPONSIBILITIES AND FUNCTIONS OF BDSA 


When the BDSA was established on October 1, 1953, it was assigned certain 
defense responsibilities of its predecessor, NPA, and certain statutory duties 
of the Department of Commerce, Mr. Honeywell explained. Its three primary 
functions are: Defense production, mobilization preparedness, and business 
services. 

Defense production.—This function deals with the channeling of materials 
and products required for military and atomic energy programs and the for- 
mulation of a standby controls system for immediate use in case of emergency. 

Mobilization preparedness.—Under a directive issued by the Office of Defense 
Mobilization, BDSA has been given the responsibility for advising on such mat- 
ters as stockpiling, tax amortization, expansion goals, industry evaluation, plant 
protection, pre- and post-attack planning, etc. The 25 industry divisions of BDSA 
have an important role in advising the Office of Defense Mobilization on the 
aforementioned matters for the industries under their cognizance. 

Business services.—The funtion of ‘services to business” is a revival of Presi- 
dent Hoover’s concept of the role of the Department, namely, that it be the 
protagonist for business just as the Departments of Agriculture and Labor 
promote the interests of their respective segments of the economy. Today’s 
conference is a step in that direction. The Department must, of course, always 
act in the public interest but, within this limitation, it stands ready to serve 
industry to the best of its ability, Mr. Honeywell pointed out. He asked that 
BDSA be considered as the focal point in Government for industry. BDSA’s 
aim is to assist business and industry not only on matters within the province 
of the Department, but also to aid them by maintaining a liaison with other 
Government departments, including Congress, in connection with problems on 
which industry and business wish to be heard. 

PRecause of limitations on both funds and staff, Mr. Honeywell explained that 
pri bably for the balance of this year priority will be given to defense activities. 
With the aid of a series of charts, he described the personnel, budgetary, and 
organizational problems of the agency. 

A new assignment of considerable importance which BDSA has been given 
concerns the removal of Government competition from private business. The 
industry divisions are conducting studies in this respect. Where no justification 
is found for the Government to engage in a business activity, appropriate steps 
toward its elimination will be taken. 

Mr. Honeywell also called attention to BDSA’s practice of employing in its 
industry divisions personnel from private industry on a “without compensation” 
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(WOC) basis for limited tours of duty. Men fresh from industry are badly needed 
to carry out the aims and programs of the various divisions. Many such WOC’s 
serve as division directors. To facilitate the advancement of industry viewpoints 
topside, BDSA has three Assistant Administrators, all of whom are from industry 
and serve on a WOC basis. By this organizational device, transmission of 
industry views topside is assured. 

Attention of the conferees was also called to the change in policy regarding 
the inclusion of trade-association representatives at conferences. Mr. Honeywell 
welcomed the participation of trade-association executives both in conferences 
and in discussions with BDSA personnel. Their intimate knowledge of the 
industries which they serve makes their usefulness to the Department invaluable. 


REMARKS BY BDSA DEPUTY ADMINISTRATOR, H. B. M’COY 


Mr. McCoy discussed in detail the many activities in which BDSA is engaged. 
In describing the defense materials system (DMS), he explained that while its 
present purpose is to insure materials requirements for military and atomic 
energy programs, work is underway to adapt the system for use under conditions 
of total mobilization. 

He recalled the problems of World War 1I and the Korean emergency with 
respect to the channeling of critical materials to military and other essential 
uses and explained that the hope is to avoid such difficulties and delays in event 
of another emergency by advance planning. When such plans are further devel- 
oped, the bicycle industry, as well as other industries, will be called in to discuss 
their respective positions in the event partial or all-out mobilization becomes 
necessary. 

FUNCTIONS OF THE SMALL BUSINESS ADMINISTRATION 


Mr. T. G. Waale (Director, Office of Production Assistance, Small Business 
Administration) explained that the SBA succeeded the former Small Defense 
Plants Administration in August 1953. Its main function is to advise and assist 
small-business concerns to the maximum extent possible regarding financing, pro- 
curement, and production and technical assistance. In the belief that this can 
be done most effectively on a local basis, 14 regional and 18 branch offices have 
been established. Only such matters as require coordination with, or assistance 
from, other Government agencies are handled in Washington, Mr. Waale ex- 
plained. 

He described the various tests which are applied to determine whether an 
applicant properly falls in the small-business category. He also assured the 
group of full cooperation between the Small Business Administration and the 
Department of Commerce, and the interest of both agencies in avoiding duplica- 
tion of efforts. 

SBA’s efforts to stimulate participation by small business in military procure- 
ment were also described. Through an interchange agreement, information re- 
garding military contracts may be obtained through the Department of Com- 
merce field offices as well as through SBA regional and branch offices. 


ACTIVITIES OF THE BUREAU OF FOREIGN COMMERCE 


Mr. BE. BE. Schnellbacher (Bureau of Foreign Commerce) recalled a 1920 effort 
by the Department of Commerce to conduct a worldwide survey of potential 
bicycle markets. At that time, trade reports and trade lists with names of poten- 
tial and actual dealers in bicycles were compiled. These services, though sus- 
pended during World War II and the Korean emergency, are currently available 
to American manufacturers. The aim of the Bureau of Foreign Commerce is to 
serve the business community to which it looks for guidance in the type of 
projects to be undertaken. 

Foreign trade promotion work lies chiefly in the making of market surveys and 
the publishing of information on import policies and regulations of foreign coun- 
tries, Mr. Schnellbacher explained, The Bureau of Foreign Commerce publishes 
the Foreign Commerce Weekly containing trade leads and other information 
supplied by the United States Foreign Service. 

Discussion.—Industry members, suspecting the high rate of imports into the 
United States to be in the nature of a dumping operation, questioned whether the 
BFC could obtain pricing information from exporting countries. Mr. McCoy ex- 
plained that investigations regarding dumping are a function of the Treasury 
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Department. However, information which can be obtained by Foreign Service 
officers without investigation could be transmitted to the industry. 

In response to questions, Mr. Schnellbacher said that if the industry wished 
to submit photographs and specifications of certain bicycles these could be sent 
to Foreign Service offices for ascertaining prices at which comparable models 
are selling abroad. 

The question of subsidies was also discussed, and Mr. Schnellbacher indicated 
that the Bureau of Foreign Commerce would be interested in conducting studies 
on this subject. He pointed out, however, the problems attending such studies 
because of the difficulty in defining the term “subsidy.” 


PRESENT STATUS OF THE BICYCLE INDUSTRY 


The conferees described the depressed condition of the bicycle industry and 
attributed this situation to the high volume of foreign-made bicycles which have 
been flooding the country during the past several years. The present tariff 
rates, coupled with low overhead costs, enable foreign manufacturers to sell 
their bicycles in the United States at far below domestic prices. The conferees 
presented the following facts: 

The 16,000 annual rate of imports which existed up to about 1949 rose to about 
600,000 in 1953. This exceeds the total of all bicycle imports during the previous 
20 years. 

This situation has resulted from a reduction in the tariff rate from 15 to 7% 
percent, which, coupled with the devaluation of currency abroad, gives the for- 
eign competitor a wide pricing margin. Imports into the United States were 
moderate prior to 1949, when the tariff reduction and currency devaluation 
occurred. 

Many importers are newcomers to the industry: they have no standard selliuz 
policies and have completely disorganized the market. 

The conferees commented on the efficiency of foreign bicycle factories, many 
of which have been rehabilitated with Marshall-plan funds. 

Many conferees reported that production is at a standstill. One component 
manufacturer stated that his company has had only 2 full weeks of production 
since October. Other parts manufacturers were said to be in substantially the 
same position. High imports are thus having an impact not only on labor but 
on the procurement of raw materials. 

One conferee, whose company was established about 50 years ago, is for the 
first time in its history operating at a loss. In an effort to meet foreign com- 
petition, operations are being mechanized in order to reduce labor costs. 

The industry contended that its demand for a more protective tariff is neither 
unpatriotic nor selfish. The industry’s position is, rather, one of preservation— 
preservation of the industry itself, which had its start some 77 years ago, pres- 
ervation of jobs for its employees, and’ preservation of skills which are unique 
to the manufacture of bicycles. 

The industry, comprised mostly of small businesses which, through the years, 
have given iong-term employment to hundreds of workers, has also made a sub- 
stantial contribution to world trade by surrendering its export markets. On 
the other hand, while not wishing to wholly exclude the importation of foreign- 
made machines, the industry strongly advocates the imposition of an import 
ceiling so that American workers may be assured of a livelihood. 

Criticism has been leveled at the industry’s lack of initiative and resourceful- 
ness in turning its talents and facilities to the production of products in less 
competitive categories. Conferees reported on efforts to diversify production 
only to be met with the same threat from imports. Products mentioned were 
power lawn mowers, electrical bicycle accessories, motors, and chain saws. 

One manufacturer in an endeavor to meet competition offered a substantial 
reduction on the price of his product. Within 48 hours a foreign competitor 
reduced his price to bring it below the domestic level. 

A spokesman for the distributors and jobbers described the impact on this 
segment of the industry if bicycle manufacturing goes into discard. If the 
domestic market is entirely preempted by foreign producers, dealers and jobbers 
will have to turn to foreign sources for repair and replacement parts. Dealers 
are not financially able to maintain large inventories and, in the past, they have 
placed heavy reliance on their jobbers to fulfill their requirements on a demand 
basis. If parts will have to be imported, dealers will be compelled to carry \arge 
inventories in order to meet customer demand. Those who cannot afford to do 
this will, of course, not survive. 
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Many companies, unable to met foreign competition by their own production, 
have accepted distributorships from foreign producers, in order to maintain their 
positions in the industry until the competitive climate improves. They hope to 
to take advantage of this “holding” period by developing a competitive product. 

Regarding suggestions that sales efforts be intensified, the conferees contended 
that everything possible is being done in this respect. The most critically 
affected are the parts suppliers and if they are forced out of business, a valuable 
selling organization will be lost for the promotion of competitive American 
articles now in the development stage. 

Although in better shape than parts and accessories manufacturers, the rub- 
ber industry is apprehensive over the fact that over a million tires and tubes for 
hicycles were imported during 1953, a conferee reported. Predictions are that 
even greater quantities will be imported during 1954. If an American tire 
manufacturer wishes to do business in a European country, he said, it is neces- 
sary for him to build a plant there. 

Another report was that chain stores and other large purchasers are buying 
factories in Europe and bringing the bicycles back to the United States for sale. 

Attention was directed to the political repercussions which an arbitrary “non- 
protectionist” stand by the administration might foster. Workers deprived of 
their means of earning a livelihood by excessive imports cannot be expected to 
support such a policy. 

After further discussion, the conferees questioned whether a task group could 
be appointed to work with the Government on ways and means of aiding the 
industry. Mr. Honeywell believed that the formation of a task group comprised 
of between 3 to 5 industry people would be the first step in attempting to solve 
the industry’s problem. This group, working in conjunction with the BDSA 
Consumer Durable Goods Division, should have the responsibility for presenting 
the background, facts, and statistics pertaining to the industry’s problem. The 
matter would then be submitted to Secretary Weeks for appropriate action. 
The conferees unanimously favored this suggestion. 

While by his public utterances Secretary Weeks is substantially committed to 
the industry’s point of view, a conferee pointed out, the President, in the last 
“nalysis is the only one who can make a decision on the matter. He wondered 
if, after the industry’s case has been documented, an audience with the Presi- 
dent could be arranged for the group. Mr. Honeywell explained the difficulty of 
doing this from a practical standpoint. He pointed out, however, that after a 
program has been developed by the task group, a meeting could be arranged with 
Secretary Weeks if that is thought necessary to impress him. Mr. Honeywell 
believed that the industry could rely on Mr. Weeks as its advocate at the Cabinet 
level. 

CONCLUDING REMARKS 


The conferees commended the Government officials for the courteous and fair- 
minded manner in which their problem was received. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—CONSU MER CONTAINERS AND PACKAGING INDUSTRY CONFERENCE, MARCH 
15, 1954 


Lothair Teetor, Assistant Secretary for Domestic Affairs, Government presiding 
officer 


INDUSTRY REPRESENTATIVES PRESENT 


Frank C. Ash, Oswego Falls Corp., Fulton, N. Y. 

Elliot Balestier, Jr., the Visking Corp., Chicago, I. 

Walter Bergman, Lily-Tulip Cup Corp., New York, N. Y. 

Robert E. Bundy, Fibmreboard Products, Inc., San Francisco, Calif. 
A. P. Cochran, Cochran Foil Co., Inc., Louisville, Ky. 

Leo E. Crop, Marathon Corp., Menasha, Wis. 

A. S. Daniel, W. C. Richie & Co., Chicago, IIL. 

H. S. Daniels, Union Bag & Paper Co., New York, N. Y. 
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Cecil Dawson, Dixie Cup Co., Easton, Pa. 

Richard Doane, International Paper Co., New York, N. Y. 

Mark K. Dresdon, A. H. Wirz, Inc., Chester, Pa. 

Thomas C. Fogarty, Continental Can Co., New York, N. Y. 

John M. Foster, Foster-Forbes Glass Co., Marion, Ind. 

Colin Gardner, Gardner Board & Carton Co., Middleton, Ohio 

J. Preston Levis, Owens-Illinois Glass Co., Toledo, Ohio 

John J. Nagle, Crown Cork & Seal Co., Baltimore, Md. 

Douglas T. Neale, Edwin J. Schoettle Co., Philadelphia, Pa. 

Vasco Nunez, Nashua Corp., Nashua, N. H. 

Lawrence Pollock, Pollock Paper Corp., Dallas, Tex. 

William Race, Sutherland Paper Co., Kalamazoo, Mich. 

Albert S. Redway, American Paper Goods Co., Kensington, Conn. 

Frederic Remington, Peerless Tube Co., Bloomfield, N. J. 

Richard Reynolds, Reynolds Metals Co., Richmond, Va. 

Ralph Rosecrance, J. L. Clark Manfacturing Co., Rockford, Il. 

Arthur Snapper, Milprint, Inc., Milwaukee, Wis. 

E. K. Walsh, American Can Co., New York, N. Y. 

William H. Walters, United States Printing & Lithograph Co., Mineola, Long 
Tsland 

P. O’C. White, White Cap Co., Chicago, II. 

Ennis P. Whitley, Dobeckmun Co., Cleveland, Ohio 

John M. Cowan, National Flexible Packaging Association, Cleveland, Ohio 

Dale H. Eckerman, Paper Cup and Container Institute, New York, N. Y. 

Paul Hanway, National Fibre Can & Tube Association, New York, N. Y. 

Harry Kuni, Glass Container Manufacturers Institute, Inc., New York, N. Y. 

George J. Lincoln, Jr., Liquid Tight Paper Container Association, Philadelphia, 
Pa. 

A. E. Murphy, Folding Paper Box Association of America, Chicago, Tl. 

Gustav L. Nordstrom, National Paper Box Manufacturers Association, Phila- 
delphia, Pa. 

Lester Platt, Collapsible Tube Manufacturers Association, New York, N. Y. 

Harvey H. Robbins, Paraffined Carton Association, Chicago, Il. 

H. Ferris White, Can Manufacturers Institute, Inc., Washington, D. C. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce 
Walter Williams, Under Secretary of Commerce 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
John Koepf, Assistant to the Assistant Secretary for Domestic Affairs 
Carl F. Oechsle, Deputy to Assistant Secretary for Domestic Affairs 
Stephen F. Dunn, General Counsel 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. G. MeCoy, Deputy Administrator 
Walter A. Edwards, Assistant Administrator 
Charles A. Lewis, Director, Containers and Packaging Division 
W. L. Rowlands, Containers and Packaging Division 
Todd Wright, Assistant to the Administrator 
Richard Blaisdell, Office of Public Information 
Charles R. Hersum, Industry Advisory Committee Staff 
Rose Robbins, Summary Writer 
Other agencies : 
Marion B. Folsom, Under Secretary of the Treasury 
John W. Gwynne, Commissioner, Federal Trade Commission 
Raymond A. Norris, Department of Defense 
Stanley M. Rumbough, Jr., White House 


PURPOSE 


A conference was held with representatives of the Consumer Containers and 
Packaging Industries on March 15, 1954, to discuss (1) the role of the Department 
of Commerce in Government-industry relationships, (2) organization and fune- 
tions of the Business and Defense Services Administration, (3) progress of 
defense and industrial mobilization activities, (4) Taft-Hartley amendments, 
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(5) tax policies, (6) the role of the Federal Trade Commission, (7) activities of 
the Containers and Packaging Division of BDSA, and (8) industry-Government 
problems and other matters of mutual interest. 

Mr. Lothair Teetor, Assistant Secretary for Domestic Affairs, was the Govy- 
ernment presiding officer. 


REMARKS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


A principal aim of the Department of Commerce and the BDSA is to create 
a better climate in Washington for businessmen by inviting them for informal 
discussions of matters which may require Government assistance. If things 
go well with industry, they go well with the country, Mr. Weeks observed. 

Despite surface indications, Mr. Weeks believed that the administration is 
building on a firm foundation from every standpoint and, if given the oppor- 
tunity, it will produce results much to the liking of the American people. 

Speaking of foreign policy, Mr. Weeks paid high tribute to Secretary of State 
John Foster Dulles whose efforts, Mr. Weeks declared, have brought the hope 
of world peace closer. 

On the domestic front, Mr. Weeks believed that much progress will have been 
made toward economic stabilization by the adoption of the administration’s tax- 
revision proposals. 

Commenting on expenditures for national security, Mr. Weeks pointed out 
that although 70 cents of each tax dollar goes for this purpose, more defense 
is being obtained for less money. The great difficulty in reducing defense 
expenditures stems from the rapidity with which military equipment designs are 
being improved and their tremendous cost. 

Mr. Weeks also spoke on the value of the United Nations as a forum through 
which foreign countries can be attracted to American ideals and standards if a 
strong effort in this direction is made. 

Alluding to the cries of depression which have been voiced by some, Mr. Weeks 
believed that this is mere political agitation and is not supported by facts. Unem- 
ployment figures as of the middle of February, which have just been announced, 
showed a total of 3.7 million. Mr. Weeks was hopeful that samplings as of the 
middle of March would show a down curve. If the country does not talk itself 
into trouble and if industry intensifies its selling efforts, the country should have 
a good business year, Mr. Weeks declared. 

He again assured the conferees of the importance of their views and sugges- 
tions to the Department. 


COMMENTS BY UNDER SECRETARY OF COMMERCE WALTER WILLIAMS 


Mr. Williams spoke on the value of the industry conference as a mode of 
communication between industry and Government. Where possible, he assured 
the conferees, the aim of the Department of Commerce is to aid business and 
industry in areas where they cannot help themselves. He gave further assurance 
of full comprehension of industry’s problems and views, explaining that many 
officials, like himself, have been drawn from industry’s ranks to help in effec- 
tuating administration policies. 

Mr. Williams visualized the industry conference as a means for developing ¢ 
double-pronged program—one that will bring forth a strong economy capable 
of dynamic expansion and one that will lay the groundwork for the type of 
Government-industry relationship which will facilitate speedy and orderly action 
if and when an emergency arises. 


ROLL OF THE DEPARTMENT OF COMMERCE IN GOVERNMENT-INDUSTRY RELATIONSHIPS 


Recalling the practice followed by President Hoover of consulting regularly 
with industry groups on problems of mutual interest, Mr. Teetor explained that 
the Department of Commerce is now reviving this practice. In considering 
procedures, it was decided that the informal conference method would yield 
the best results since the conferees could be selected in accordance with the 
subjects on which advice is wanted. 

It is easy for Government officials, burdened with a mass of administrative 
detail, to become insulated from business problems, and the periodic exchange 
of views will do much to counteract such a situation, Mr. Teetor emphasized. 
He urged conferees to voice their views freely, not only on problems directly 
affecting industry but also on matters such as taxation, labor legislation, distri- 
bution legislation, ete. Expressions from industry will help the Department to 
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foster free enterprise and free Government. This administration, Mr. Teetor 
declared, is aware of the resourcefulness of business and industry and has no 
wish to mastermind them. 

Mr. Teetor also welcomed the participation of trade-association executives 
in industry conferences as well as in individual discussions with Department 
officials. The intimate knowledge of broad industry problems which trade asso- 
ciation executives possess and the wealth of statistical and other information at 
their disposal makes their participation invaluable, he emphasized. 

Mr. Teetor then described the agencies in the Department of Commerce which 
fall under his cognizance as the Assistant Secretary for Domestic Affairs, namely, 
the Bureau of the Census, the Office of Business Economics, and the Business and 
Defense Service Administration. This latter agency is comprised of 25 industry 
divisions in which all segments of American industry and business are repre- 
sented. The Containers and Packaging Division has sponsored this conference. 


ORGANIZATION AND FUNCTIONS OF THE BDSA 


The Business and Defense Services Administration (BDSA), which was char- 
tered on October 1, 1953, has been given the responsibility for carrying forward 
certain functions which were formerly lodged in its predecessor agency, the 
National Production Authority, as well as certain statutory functions of the 
Department of Commerce, Mr. Charles F. Honeywell, Administrator of BDSA, 
explained. 

Although this administration strongly believes in eliminating, wherever possi- 
ble, all emergency organizations as well as controls, there are still certain 
obligations which the Government must meet. For example, the country must 
be kept ready as is humanly possible to meet any emergency that might arise 
The most efficient and practicable method must be found for the channeling of 
critical materials to the most essential activities and uses. Mr. Honeywell 
recalled that it took 34,000 people 3 years to develop the controlled materials 
plan in World War II. It still took 6,900 people a year to reactivate CMP for 
the Korean emergency, which arose only 5 years after the war. If another 
emergency arises, there may be no time to build organizations and to establish 
procedures. Therefore, a major responsibility of BDSA is mobilization readiness. 

A second responsibility is the implementation of policies issued by the Office 
of Defense Mobilization (ODM), a permanent agency of the White House 
charged with administering legislation concerning the establishment of a mobili- 
zation base. Under a directive issued by ODM, the BDSA, through its Divi- 
sions, has the responsibility for advising on such matters as stockpiling, tax 
amortization, expansion goals, industry evaluation, plant protection facilities, 
pre- and post-attack planning, ete. 

The third responsibility concerns services to business. One phase of this 
activity is to assure business and industry that they have an advocate in Govern- 
ment in the Department and the BDSA; views are needed not only on matters 
econeerning production and products but, as has been said before, on matters of 
legislation so that the Department may be guided in its actions. Through its 
25 industry devisions, BDSA will also endeavor to act as liaison in establishing 
contacts with other agencies where industry and business wish to register 
their views. 

Mr. Honeywell also called attention to BDSA’s practice of employing in its 
industry divisions personnel from private industry on a “without compensa- 
tion’ (WOC) basis for limited tours of duty. Men fresh from industry are 
badly needed to carry out the aims and programs of the various divisions. Many 
such WOC’s serve as division directors. To facilitate the advancement of 
industry viewpoints topside, BDSA has three Assistant Administrators, all of 
whom are from industry and serve on a WOC basis. By this organizational 
device, transmission of industry views topside is assured. 

Because of limitations on both funds and staff, Mr. Honeywell explained, 
priority for the balance of this year will probably be given to defense activities. 
With the aid of a series of charts, he described the personnel, budgetary, and 
organizational problems of the agency. 


PROGRESS OF DEFENSE AND INDUSTRIAL MOBILIZATION ACTIVITIES 


In.introducing Mr. H. B. McCoy, Deputy Administrator of BDSA, Mr. Teetor 
paid tribute to the role of career employees, of which Mr. McCoy is one, who 
provide continuity to Government functions. 
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Mr. McCoy spoke on the progress of defense and industrial mobilization activ- 
ities, pointing out that by June 30, 1953, practically all controls on nonmilitary 
activities had been removed. However, to assure production of military and 
atomic energy programs and to spread the defense load equitably over producing 
industries, a skeleton control system called the defense materials system (DMS) 
was established upon the revocation of CMP. This was necessary because some 
military programs had not yet reached their peak and a simple priority system 
not tied to any regulations might have caused such concentrations of defense 
orders as to preclude some companies from accepting commercial business. He 
also explained that DMS is being revised and silmplitied so that industries doing 
contract work will find it easier to live with. Much less paperwork will be 
required for the revised DMS and it will serve as a nucleus which can be ex- 
panded readily in case of an emergency, 

Actually, Mr. McCoy said, between 800 and 900 applications for assistance on 
ntilitary and atomic energy programs are processed each month. It is still very 
necessary to see that materials reach programs on time. 

Referring to the program of industrial preparedness, Mr. McCoy explained 
that this is now a permanent function of the Government lodged in the Office of 
Defense Mobilization. By direction of ODM, the Department of Commerce is 
concerned with industria] preparedness for about 80 percent of the industria] 
economy. 

Remembering that the Government bas not had a good record of getting 
ready for emergencies, Mr. McCoy indicated that a program at last is being 
developed which will be helpful and useful in an emergency. One reason assur- 
ing its success, he believed, is industry’s participation. BDSA has spent about 
a year taking the fuzziness out of the mobilization program and, with industry's 
help, results will be achieved that will be valuable in event of an emergency 
he added. 


DISCUSSION OF AMENDMENTS T0 THE TAFT-HARTLEY LAW 


Mr. Teetor introduced Mr. Stephen F. Dunn, the General Counsel of the 
Department of Commerce, with the comment that he had made an extensive study 
of the Taft-Hartley Act and assisted in formulating the recolimendations which 
have been transmitted to ¢ ‘ongress by the President. 

Mr. Dunn recalled the resistance to the Taft-Hartley law in the past and, 
considering this, he believed that the proposed revisions contained in the Presi- 
dent’s message to Congress on January 11, represent a very statesmanlike ap- 
proach to the matter. Mr. Dunn also recalled the 19 points advocated by former 
Secretary of Labor, Martin Durkin, and drew a comparison between this pro- 
posal and the President’s. 

Among other things, the President’s message recognized that the Taft-Hartley 
Act is sound legislation, that labor injunctions are sometimes hecessary because 
of irreparable damage that can result from labor controversies, that secondary 
boycotts are important in the protection of innocent third parties, that the right 
of free speech should be accorded to both labor and management, that adequate 
Standards must be established to protect welfare funds, and that the Federal 
Government should not be the paramount authority in labor disputes, 

Mr. Durkin, on the other hand, opposed these concepts, and was especially 
interested in wiping out the rights of States. Mr. Dunn commented on the 
doctrine of Federa] preemption which has been enunciated by the Supreme 
Court in decisions on suits arising from the Taft-Hartley Act. The decisions 
have had the effect of placing in the Federal Government complete jurisdiction 
over labor disputes. One decision held that, no matter how inadequate, the 
mere existence of a Federal remedy would preclude jurisdiction by State courts. 
This contravenes the administration's concept that the Federal Government is 
only a framework with respect to labor-management relations. The matter 
has had further study and a supplemental message will probably be sent to 

Congress requesting enactment of measures which will lodge in the States the 
right to protect citizens against tortious acts arising from labor disputes. 

Because of the increasing « mnplexity of legislation affecting business. Sec- 
retary Weeks performed an act of statesmanship when he achieved recognition 

for the Department of Commerce to present the views of business on amend- 
ments to the Taft-Hartley Act, Mr. Dunn declared, He believed that the pro- 
posed amendments stand a good chance of adoption if industry supports the 
position taken by the administration, 


* This revision issued April 1, 1954. 
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DISCUSSION OF TAX POLICIES 


Mr. Marion B. Folsom, Under Secretary of the Treasury, was presented to the 
group by Mr. Teetor. : ; 

To give industry a better understanding of the Government's fiscal policy, 
Mr. Folsom reviewed the financial problems which faced this administration 
when it took office. 

At the end of the fiscal year 1953 (June 30, 1953) the deficit stood at $9.3 
billion. A deficit of $9.9 billion was expected by the end of fiscal year 1954. 
However, it was discovered that incoming revenues were lower than had been 
originally estimated, and it appeared that the deficit might rise to over $11 
billion. The administration consequently instituted policies for reducing ex- 
penditures and extending excise taxes for 6 months, with the result that the 
deficit for fiscal year 1954 may be reduced to about $3.8 billion instead of the 
$9.9 billion originally anticipated. In addition to reducing the deficit, the 
administration was also able to effecuate individual income-tax reductions on 
January 1, 1954. During fiscal year 1955, expenditures are planned to be cut 
another $5 billion. 

Good progress has been made in balancing both the administrative and the 
cash budget, Mr. Folsom remarked. 

The proposed revisions to the tax laws now before Congress will result in 
substantial tax decreases to both individuals and corporations. The aim of the 
administration, Mr. Folsom said, is to reduce taxes as expenditures are cut in 
order to stimulate consumer purchasing ability. 

Commenting on the budget for fiscal year 1955, Mr. Folsom explained that 
although it is $12 billion less than the prevous year’s, it still calls for expendi- 
tures of $65.5 billion, 70 percent of which is for national security; only 10 
percent goes for the ordinary run of expenses for Government functions. Reve- 
nues for fiscal year 1955 are expected to come to around $62.5 billion, of which 
half will come from individual income taxes and the remainder from corporation 
and excise taxes. 

Mr. Folsom described revisions that have been recommended and which have 
been designed to free consumer and investor capital. Some mentioned were: 
loss carrybacks, more attractive depreciation allowances, elimination of double 
taxation of dividends, deductions for research and development, modification of 
provisions regarding retained earnings by corporations and penalty taxes on 
consolidated returns and foreign income, modification of payment dates of 
corporation taxes, and more liberal treatment of earnings of dependents, tax 
exempt sick benefits, expenses of child care, and medical pension plans. 

Committees of tax experts, formed by the Treasury Departmnet to study and 
recommend revisions, have been working closely with congressional committees, 
Mr. Folsom revealed, and he was hopeful that most of the administration’s 
program would be approved. 

Pointing out that the administration’s recommendations represent the first 
major revisions of the tax laws in 50 years, Mr. Folsom believed that their 
adoption would be of great benefit to the country. 

A brief discussion was held to the effect of placing corporations on a current 
taxpayment schedule. Some conferees felt it was too deflationary a step to be 
resorted to in the light of present business conditions. Also, they contend, it 
would deprive companies of working capital. Mr. Folsom explained that the 
plan will not start until the fall of 1955, and he believed that it would not hurt 
business. Placing corporations on a current tax basis represents both sound 
economics and sound policy, he maintained. 


ROLE OF THE FEDERAL TRADE COMMISSION 


Commissioner John W. Gwynne, of the Federal Trade Commission, reviewed 
the history of the Commission and commented on the complexity of the legis- 
lation which it is charged with administering. 

Noting that a principal complaint has been the slowness of processing cases, 
Commissioner Gwynne revealed that corrective measures have been instituted. 
One such action is a study being made by a committee of experts in the field, 
appointed by the President, to weed out contradictions and inconsistencies 
in the laws. Another measure calls for writing decisions and compiling them 
so that they may be referred to by litigants. The hope of this Commission, 
Mr. Gwynne said, is to make the administration of the laws more realistic and 
less political. 
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ACTIVITIES OF THE CONTAINERS AND PACKAGING DIVISION 


After describing his background, Mr. Charles A. Lewis, Director, Containers. 
and Packaging Division of BDSA, stressed the imortance of the role played by 
WOC’'s and explained that, in addition to full-time personnel, the Division has a 
cadre of about 10 consultants from industry who serve on a “when and as 
needed” basis. 

He reiterated the assurances given by previous speakers that the Division 
hopes to provide industry with a voice in the Department and Government. He 
urged all the conferees to keep the Division fully posted on industry’s views. 

In commenting on mobilization activities, Mr. Lewis explained that no spe- 
cific industry standby orders or directives will be adopted without first con- 
sulting the industries involved. Such documents are in process and as they 
reach completion, they will be submitted to the pertinent industry advisory com- 
mittees for review and recommendation. 


COMMENTS AND DISCUSSION OF INDUSTRY-GOVERN MENT PROBLEM 8 


Roadside litter—-A conferee brought up the subject of roadside litter which, 
in recent years, has grown from a minor nuisance to a major problem. So aggra- 
vated has the condition become that several States have adopted or are consider- 
ing the adoption of legislation barring the use of certain types of containers. 

The industry, questioning the justice of legislating against containers and 
recognizing that an educational program is needed to discourage carelessness in 
the discarding of containers, has formed an organization called Keep America 
Beautiful. This is a nonprofit organization, and its purpose is to promote pub- 
lic education against the discarding of litter on public roadsides, parks, recre- 
ational, and similar areas, thereby enhancing the attractiveness of such areas and 
making their use by the public more enjoyable. 

Several civic groups have pledged their cooperation in achieving the objec- 
tives of the organization. Some are: The Boy Scouts of America, the National 
Parks Association, the Izaak Walton League, and the American Association of 
State Highway Officials. 

A survey has already been undertaken to determine what constitutes litter, 
how it gets to the roadsides, and how to tackle the problem. The function of 
Keeping America Beautiful was envisioned as a gigantic and never ending task. 
A public campaign similar to the Smoky the Bear campaign is being planned. 
All industry was invited to participate in and to support this program. 

Mr. Teetor commended the program and expressed the belief that it would 
interest all citizens. He suggested that the Department’s Bureau of Public 
Roads, among others, could aid. 

A conferee suggested that the program might be aided by having pertinent 
slogans printed on packages. 

Packaging industry importance rating.—Recalling the experience of two 
wars, a conferee suggested that BDSA could render an invaluable service to the 
industry by establishing its importance to the economy in times of emergency. 
The principal stumbling block in past emergencies was the lack of statistics and 
other factual information. With BDSA’s help, trade associations represented 
at the conference could develop figures giving a comprehensive picture of the 
importance of the industry to the economy in an emergency, the conferee 
remarked. 

Uniformity in military procurement practices—A representative of the Col- 
lapsible Tube Association called attention to a lack of uniformity in procure- 
ments of collapsible tubes by the three military services. All efforts by the 
industry to achieve coordinated procurement have been fruitless, and the con- 
feree suggested that BDSA might be more effective in persuading the services to 
coordinate such purchasing. The conferee explained that he was not urging 
standardization, but rather the establishment of more realistic specifications. 
If better coordination of procurement and specifications could be obtained, a 
great saving of money would result to the Government. 

A similar problem was voiced by a representative of the Folding Paper Box 
Association of America. He was especially concerned with orders for short 
runs and odd specifications. 

It was brought out that the Packaging Advisory Committee has, for several 
years, urged that military procurement of packaging items be centered in the 
Office of the Secretary of Defense rather than at technical service and bureau 
levels. Such a step would help achieve the coordination being sought. 
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Mr. Teetor suggested that industry document its problem together with recom- 
mendations for solutions. Mr. Lewis will then take the matter up with appro- 
priate Defense Department officials. 

Ammunition containers.—A conferee representing the National Fibre Can & 
Tube Association presented a problem dealing with the procurement of ammuni- 
tion containers. About 15 years ago, a policy had been worked out with the 
military which had been operating very satisfactorily. Last December, however, 
this policy was superseded by a new one which decentralizes procurement to 
28 different loading plants, scattered throughout the country, each one being 
a separate civilian corporation. Aside from increasing sales expense, the in- 
dustry foresaw other serious problems which might arise from this arrangement, 
but it cannot prove its case under present conditions. 

Where formerly manufacturers had inspections at their plants before ship- 
ment, they now must first ship to the loading platforms and await word of 
acceptance or rejection. Shipping time may be as long as 5 weeks, which en- 
hances the gravity of the problem, especially where smaller plants are con- 
cerned. Such manufacturers would have great difficulty in obtaining loans from 
banks without being charged exorbitant rates of interest. 

All companies will be required to have substantially more working capital 
than in the past as payment will be much slower than under the old plan. The 
net result of the new plan will be to force the smaller firms out of business and 
concentrate the orders in companies which can afford to either erect plants at 
the loading platform site or devote their entire operations to containers of one 
size. Should it become necessary to concentrate production, the supply would 
be greatly endangered in case of enemy attack. 

Overtures made to the military have been met with the response that the plan 
will be reconsidered if it is found to be unworkable. They are not impressed 
with industry’s opinion as to the threat not only to container manufacturers but 
to the country as a whole. 

Mr. Raymond A. Norris, Chief, Packaging Branch, Office of Assistant Secretary 
for Supply and Logistics, Department of Defense, commented that the industry's 
fears have not received serious consideration because they are not backed up 
with facts and proof. The conferee explained that such evidence as Mr. Norris 
wishes cannot be produced because programs are being canceled and new orders 
are not being placed. 

After further discussion, Mr. Lewis proposed that the association’s committee 
on the subject explore the matter further with the BDSA Containers and Packag- 
ing Division to determine exactly what all of the facts are and to see if an 
approach to the problem can be developed. 

Packaging involving film aind foil.—It was suggested that some Government 
agency, possibly the Bureau of Standards, should make a study of the chemical, 
physical, and electrical properties of new films, and compile tables so that agen- 
cies writing specifications can turn to known scientific facts for guidance. Mr. 
Teetor promised to refer the matter to Dr. Astin of the Bureau of Standards 
for consideration. 

Statistical services——The conferees urged continuation of statistical services 
such as the Facts for Industry series and the Census of Manufacturers. Some 
urged that the Facts for Industry series include somewhat finer breakdowns. 
The group was told that the Department would be receptive to suggestions for 
the conduct of special statistical studies which the industry itself did not wish 
to undertake if the industry would be willing to give financial support to such 
studies. After some discussion, it was proposed that a group from the industry 
explore the matter of statistical reports with the Containers and Packaging 
Division and recommend a program. 

Mr. Lewis described some of the statistical operations already being conducted 
by the Division. He also revealed the possibility of developing an input-output 
study on pulp and paper products. Such a study, if undertaken, would, we 
believe, furnish a good basis for indicating where markets lie, what happens to 
the industry’s markets when unemployment rises and/or markets change. 

Standby price controls.—Answering a question, Mr. McCoy stated that the 
Office of Defense Mobilization is working on legislation and procedures for price 
controls which may be needed in the event an emergency should arise. 

J Business trends—Many conferees indicated that business for their companies 
in January and February of 1954 was better than in the corresponding period 
of 1953. 

A number of conferees also expressed opposition to the use of artificial stimuli 

to bolster the economy. It was suggested, however, that the following steps 
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could be taken by the Government without producing an inflationary impact on 
the economy: (1) Ease credit restrictions; (2) Federal Reserve purchase of 
Government securities; (3) lower rediscount rates; (4) lower reserve require- 
ments for banks; and (5) reduce taxes following the reduction of business 
expenditures. 

An opposite view was expressed by one conferee who pointed out that reduced 
purchasing power, especially in the agricultural industry, coupled with heavy 
unemployment compensation payments, would prove as costly to the Government 
as the application of artificial stimuli. 

Tariffs.—Mr. Teetor explained that the Department of Commerce, in submitting 
its views on the report of the Randall Commission, recommended against any 
tariff reductions and that the whole section of the report on this subject be 
eliminated. This recommendation was based on the argument that there has 
been practically no experience with the existing rates under normal business 
conditions. The Department’s view, Mr. Teetor added, is that tariffs should 
be studied item by item as no general overall rule can be applied to all items. 

Mr. Honeywell explained that BDSA has a staff whose activities are confined 
to compiling BDSA recommendtaions on pending legislation. Every division in 
BDSA has the opportunity of submitting the views of the industries under its 
cognizance. Where views differ, both sides are presented to the Assistant Secre- 
tary and to the Secretary for consideration. 

Mr. Teetor reported that industry views on tariffs were practically unanimous. 

Simplification and standardization of various Federal, State, and local require- 
ments for labeling food packages.—Conferees recommended the formation of a 
task group to explore the possibility of obtaining more uniform labeling and 
marking requirements for food packages at Federal, State, and local levels. The 
present diversity of such requirements is costly and makes for burdensome and 
inefficient operations. 

Mr. Norris explained that minimum marking requirements for the military 
on interior packaging are: specification, nomenclature, Government stock num- 
her, date packed, and manufacturer’s name. 

He also informed the group of the Department of Defense policy requiring the 
coordination of specifications with industry prior to printing. He urged industry 
to advise him of any instance which contravenes such policy. He also assured 
the conferees of the high value which the Department of Defense places on the 
views and recommendations of the industry. 

Stockpiling of cork.—In response to a conferee’s question, Mr. Lewis promised 
to ascertain the position of the Department on imports, tariffs, and stockpiling 
of cork. 

Government competition with industry.—No instances of Government compe- 
tition with the industry were cited by the conferees. One industry man believed 
that in some cases the Government is justified in continuing the production of 
certain industry products where small quantities are called for. The extent of 
Government operations in this field is unknown, however. Mr. Lewis asked 
that industry report to him any instances where Government competition is sus- 
pected so that the matter may be investigated. 


CONCLUDING REMARKS 


The conferees expressed gratification at the New Look which the Depart- 
ment of Commerce and its officials have given to Government-industry relations. 


DEPARTMENT OF COMMERCE 


RUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Washington, D. C. 
MINUTES—COTTON TEXTILE INDUSTRY CONFERENCE, MARCH 25, 1954 
Lothair Teetor, Assistant Secretary for Domestic Affairs, Government 
presiding officer 


INDUSTRY REPRESENTATIVES PRESENT 


William W. Allan, Baltie Mills Co., Baltic, Conn. 

W. Ray Bell, Association of Cotton Textile Merchants of New York, New York 
13, N. YX. 

H. M. Bliss, Pacific Mills, Boston, Mass. 
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J. Whitney Bowen, Bourne Mills, Fall River, Mass. 

George W. Boys, Green River Mills, Inc., Tuxedo, N. C. 

Lawton 8S. Brayton, Sagamore Manufacturing Co., Fall River, Mass. 

E. N. Brower, Rockfish-Mebane Yarn Mills, Inc., Hope Mills, N. C. 

Charles G, Caffrey, American Cotton Manufacturers Institute, Washington, 
D. C. 

Jas. L. Rankin, Ewing Thomas Corp., Chester, Pa. 

8S. F. Dribben, Cone Mills Corp., New York 13, N. Y. 

William J. Erwin, Dan River Mills, Inc., Danville, Va. 

Thomas W. Estes, J. P. Stevens & Co., Inc., New York, N. Y. 

H. K. Hallett, the Kendall Co., Boston, Mass. 

Percy S. Howe, Jr., American Thread Co., New York, N. Y. 

Robert C. Jackson, American Cotton Manufacturers Institute, Washington, 
D & 

J. L. Lanier, West Point Manufacturing Co., West Point, Ga. 

Frank W. Lyman, Fitchburg Yarn Co., Fitchburg, Mass. 

Ellison 8S. McKissick, Sr., Alice Manufacturing Co., Easley, S. C. 

Claudius T. Murchison, American Cotton Manufacturers Institute, Washing- 


ton, D. C. 
J. W. Murray, Textile Export Association of the United States, New York 


14, N. ¥. 
John M. Reeves, Reeves Bros., Inc., New York, N. Y. 
H. D. Ruhm, Jr., Bates Manufacturing Co., Lewiston, Maine. 
J. Craig Smith, Avondale Mills, Inc., Sylacauga, Ala. 
Seabury Stanton, Hathaway Manufacturing Co., New Bedford, Mass. 
William F. Sullivan, National Association of Cotton Manufacturers, Boston, 


Mass. 
N.S. W. Vanderhoef, Turner-Halsey Co., New York, N. Y. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
Carl F. Oechsle, Deputy to Assistant Secretary for Domestic Affairs 
Marshall Smith, Deputy to Assistant Secretary for Foreign Affairs 
John L. Kileullet, Associate General Counsel 
Rene Lutz, Bureau of Foreign Commerce 
Business and Defense Services Administration : 
H. B. McCoy, Deputy Administrator 
Walter A. Edwards, Assistant Administrator 
A. Henry Thurston, Director, Textiles and Clothing Division 
Wyllys H. Taylor, Textiles and Clothing Division 
Thomas R. McMullen, Textiles and Clothing Division 
Todd Wright, Assistant to the Administrator 
Richard Blaisdell, Office of Public Information 
Charles R. Hersum, Industry Advisory Committee Staff 
Maria Rotondo, summary writer 


PURPOSE 


Representatives of the cotton textile industry met with officials of the Depart- 
ment of Commerce and the Business and Defense Services Administration to 
consider and discuss the following subjects: (1) Role of the Department of 


Jommerce in Government-industry relations, (2) organization and functions 
of the Business and Defense Services Administration, (8) activities of the 
Textiles and Clothing Division, (4) Taft-Hartley amendments, (5) tariff and 
foreign-trade problems, (6) taxes, financial matters, and miscellaneous industry 


problems. 
Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 


presided, and Mr. A. Henry Thurston, Deputy Director, Textiles and Clothing 
Division, BDSA, led the discussion. 


PRELIMINARY REMARKS 


Secretary Teetor welcomed the group and thanked the conferees for attending 
the meeting. He nlso introduced Government representatives who were present. 
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Defining industry conferences as a means devised to give business and industry 
an opportunity to express their views to Government on matters of mutual 
interest, Mr. Teetor explained that a number of informal conferences have been 
held with various industries, and that the results have been most gratifying. The 
opinions and advice of industry leaders have been of invaluable aid to the 
Secretary of Commerce in directing and coordinating Department activities, 
he said. 

Every effort is made to assure a good cross-section representation of the 
industry at a conference, Mr. Teetor added. He referred to a new policy of the 
Department of Commerce which permits trade association attendance at industry 
advisory meetings, and extended a cordial welcome to trade association 


representatives. 
REMARKS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Secretary Weeks individually greeted industry members and reviewed for their 
information the Department’s program to assist business and industry, and the 
means utilized to accomplish its objectives. He also touched upon foreign and 
domestic events, labor legislation, and general business conditions. 

Mentioning a recent revision of the controlled materials plan to put controls 
on a standby basis, Secretary Weeks pointed out that the Government is pri- 
marily interested in removing restrictions on business, in allowing industry to 
operate with the least possible interference from Government, and in eliminating 
specific Government activities in competition with private industry. Creation 
of an atmosphere friendly to business, it is believed, will benefit both business and 
the country. 

National security must remain uppermost in Government planning, Mr. Weeks 
pointed out, commenting on an expenditure of 70 cents of each tax dollar for 
security purposes and on increasing costly technological developments in the 
design and production of military equipment. Despite an intensified problem 
of balancing the national budget and revising tax legislation, the goal of the 
administration is to cut taxes and to free consumer and investor capital. This 
aim is gradually being realized as the fiscal and tax revision policies of the 
administration are adopted by Congress. 

On the business front an optimistic outlook is possible despite varying reports 
which have resulted from a change in sampling techniques, Mr. Weeks said. As 
compared with 1953, which is considered the best year on record, present-day 
business conditions are only slightly below 1953 levels, and they are above 1952 
gross national product. As for unemployment, Mr. Weeks expressed confidence 
that March figures would not show an increase over the February total of 3.7 
million. He emphasized that a decline in the economy may be prevented by 
increased selling effort on the part of business. 

Because over one-half of the consumer goods sold are not items essential to 
livelihood, the job of selling merchandise becomes doubly difficult in a buyers’ 
market which is coming to the fore after a long period of scarcity. Although 
the textile industry has undoubtedly not forgotten how to sell, as is true in the 
case of numerous other industries, efforts should be redoubled in cooperation 
with Government action to stabilize the domestic and foreign economies, Mr. 
Weeks urged. He called attention to a recent article by Sylvia Porter, the syn- 
dicated columnist, on the responsibility of businessmen in the economic affairs 
of the Nation, and asked that Mr. Carl F. Oechsle, Deputy to Secretary Teetor, 
provide each conferee with a copy. 

In connection with the policy of borrowing men from industry to assist the 
Department in its operations, Mr. Weeks appealed to the industry to loan per- 
sonnel when requested to do so. 

Industry comments.—Conferees commended Secretary Weeks on his statement 
of policy for the Department of Commerce and its efforts to aid business. 

One conferee observed that the cotton textile industry, which has been classi- 
fied as a “boom or bust” one, experienced an increase in business during World 
War IT and the Korean emergency, but that the industry must now depend on 
new products and improved selling methods. H expressed appreciation for the 
creation of an atmosphere of helpfulness, which has not been enjoyed by industry 
for many years and which should go a long way toward spurring on inventive- 
ness and aggressive salesmanship. He also concurred with the views of the 
administration on a sound fiseal policy. 
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ROLE OF THE DEPARTMENT OF COMMERCE IN GOVERNMENT-INDUSTRY RELATIONS 


Referring to the declared role of the Department of Commerce under the 
leadership of Secretary Weeks, as that of assisting business and industry in the 
solution of their problems, Mr. Teetor acknowledged the proven genius of Ameri- 
can business in resolving its problems independently. The intention of the 
Department can nevertheless be carried out, he said, to the extent of representing 
business and industry in governmentwide matters affecting them, provided that 
industry views on these matters are made known to the Department, 

The Business and Defense Services Administration, which is comprised of 25 
industry divisions headed by specialists from the industries represented therein, 
is the agency to which industry may bring its problems, Mr. Teetor said. While 
it is hoped that BDSA, as it is known, will serve as a focal point in Government 
for effecting cooperative activities of mutual benefit, industry is by no means 
precluded from presenting its problems to other divisions of the legislative or 
executive branches of the Government, Mr. Teetor emphasized. 


ORGANIZATION AND FUNCTIONS OF BDSA 


Historical background.—Mr. H. B. McCoy (Deputy Administrator, BDSA) 
briefly reviewed the history of the Department of Commerce and BDSA. Origi- 
nally organized as the Department of Labor and Commerce in 1903, all labor 
activities of the Department were transferred to a separate Department of 
Labor in 1913. Within the resultant Department of Commerce, two agencies 
were primarily concerned with business affairs: the Bureau of Foreign and 
Domestic Commerce and the Bureau of the Census which is one of the oldest 
Federal activities in existence. The statutory function of fostering, promoting, 
and developing foreign and domestic commerce was delegated to the Bureau of 
Foreign and Domestic Commerce for implementation, and the function of col- 
lecting statistical and economic data was assigned to the Bureau of the Census. 
Another major function of rendering a service to business was added when 
Herbert Hoover became the Secretary of Commerce in 1921. 

Later, the Bureau of Foreign and Domestic Commerce, at one time headed 
by Dr. Claudius T. Murchison, one of the conferees, was divided into the Office 
of Business Economics, the Office of International Trade, and the Office of 
Domestic Commerce. At the time of the Korean emergency, the industry divi- 
sions in the Office of Domestic Commerce were expanded into the National 
Production Authority which became a separate agency. When controls on the 
civilian economy were completely removed, the activities of NPA were trans- 
ferred to the Department of Commerce and the industry divisions were re- 
organized. 

BDSA functions.—A consolidation of the reorganized NPA Industry Divisions 
and the former Bureau of Foreign and Domestic Commerce became BDSA on 
October 1, 1953. Its three major functions are: Implementation of the Defense 
Production Act, execution of the ODM mobilization program, and services to 
business. 

In implementing the defense program, BDSA is responsible for administering a 
revised, simplified version of the controlled materials plan, known as the defense 
materials system, which has been approved as a standby preparedness measure 
to assure prime contractors the necessary materials for military and atomic 
energy production. The procedure under DMS is designed to facilitate a swift 
conversion from partial to all-out mobilization, if it becomes necessary. Time 
to convert is reduced from a year or more to overnight under the new plan. 

In effecting long-range plans for industrial preparedness and national security, 
a responsibility which has been assigned to the Office of Defense Mobilization 
and in turn almost wholly delegated to BDSA, industry cooperation and advice 
is sought by BDSA on expansion of facilities, stockpiling, planning for attack, 
plant protection, industry evaluation, and other aspects. BDSA plans to con- 
sult with industry leaders in the near future to determine to what extent indus- 
try may participate in mobilization plans, either on an industrywide or company- 
by-company basis, and what action is necessary by the Government to assure 
the completion of an effective preparedness program. 

An illustration of a typical service to business is participation by the Depart- 
ment in formulating legislation which directly or indirectly affects business. 
Industry views are weighed and included in the recommendations made by the 
Department on pertinent legislation. 
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BDSA organization —BDSA is a nucleus organization as compared with NPA 
which reached a peak staff of almost 7,000 per annum employees and a budget 
of $26 million. Personnel and expenditures in BDSA have been reduced to about 
800 persons and an annual budget of about $6 million. To supplement its staff, 
BDSA borrows experts and specialists from industry for periods of from 6 to 9 
months. By statutory authority, persons so loaned by industry are permitted 
to accept compensation from their companies while serving in BDSA. 

Pointing out that the employment of executives under a WOC (without com- 
pensation) rotation system has proved to be of mutual benefit to BDSA and 
industry, Mr. McCoy added that about 1,100 former WOC consultants consti- 
tute a reserve corps of men with wide experience in industry and Government 
who are available in the event of emergency. Of the 25 industry divisions, he 
said, about half had directors or deputy directors on a WOC basis. The Textiles 
and Clothing Division was not one in this category, he added. 


ACTIVITIES OF THE TEXTILES AND CLOTHING DIVISION 


The work of the Division is conducted within the framework of the organiza- 
tion and functions of BDSA as previously outlined, Mr. Thurston stated, while 
the defense aspects are rapidly understandable, the business services activities of 
the Division are comparatively more difficult to define by reason of their wide 
range, from answering a variety of telephone requests from all over the country 
to interpreting United States economic policy. 

To illustrate his point, Mr. Thurston cited a sample case involving advice 
sought on the establishment of a new textile mill in a foreign country. An 
industry member expressed approval of the Division’s recommendation to the 
effect that the contruction of cotton mills in underdeveloped areas is unjustified 
on the basis of present capacity. 

Another activity of the Division is the review of foreign service reports 
received daily from diplomatic posts all over the world, Mr. Thurston told the 
group. Reports of interest to industry are sent to trade associations for publica- 
tion and distribution. 


TAFT-HARTLEY AMENDMENTS 


In view of the constantly changing status of the proposed amendments to the 
Taft-Hartley law, and the considerable difference of opinion which has arisen 
over the issue, a report on Department of Commerce participation in formulat- 
ing recommendations for transmittal by the President to Congress was considered 
to be of interest to the conferees. For this purpose, Mr. Teetor presented Mr. 
John L. Kilcullen, Associate General Counsel of the Department. 

Mr. Kilcullen praised the leadership of Secretary Weeks and General Counsel 
Stephen F. Dunn in securing recognition of industry views on legislative 
matters, 

Outlining the President’s recommendations to Congress on the proposed revision 
of the Taft-Hartley Act, Mr. Kilcullen pointed out that the recommendations 
were in good balance with 7 of the 14 points probably favorable to labor, 4 favor- 
able to management, and the remaining 3 relatively neutral. 

If adopted by Congress, the President’s recommendations would bring about 
satisfactory changes in the present law, Mr. Kilcullen believed. He referred to 
Secretary Week’s approval of the strike ballot and to the controversial doctrine 
of Federal preemption. With regard to the latter issue, it is believed that a 
States rights amendment, if enacted into law, would indicate progress in provid- 
ing adequate protection against arbitrary and irresponsible union activities. 
In view of the difference of opinion on this issue, however, it is doubtful that 
further recommendations to Congress will be forthcoming from the President. 

Delay in congressional action on the amendments is also indicated by current 
developments, such as the variance between the House and Senate bills. Recon- 
ciliation of differences in the present session is doubtful, Mr. Kilcullen believed. 
He added that action on wage and hour proposals is also unlikely in this 
session, pointing out that the President has indicated he does not believe this is 
an appropriate time to recommend an increase in the minimum wage law. 

Walsh-Healey Act.—Mr. Kilcullen reviewed proposed amendments to the 
Walsh-Healey Act providing for a definition of the term “locality,” a provision 
for industrywide determination of wages, and a provision to eliminate the Ful- 
bright amendment (judicial review). Another matter touched on was the possi- 
bility of an increase in unemployment compensation benefits. On the latter 
point, discussions with Presidential advisers resulted in a decision that the 
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States should reexamine the adequacy of benefits provisions. The Department 
of Commerce agrees with this suggestion, and will continue to keep in close 
touch with various aspects of labor-management relations, proposed legislation, 
and business views which will be expressed to other Government departments 
and agencies, Mr. Kilcullen assured the conferees. 

Discussion of pertinent points.—Answering a question on the right to work 
laws enacted in certain States, Mr. Kilcullen said he did not believe any changes 
are contemplated in the Taft-Hartley Act which would affect such State laws. 

Another question was asked on the position of the Department of Commerce 
regarding a House Labor Committee recommendation that appeals from the 
National Labor Relations Board on all fair labor practice cases should be 
tried in the United States district courts. Speaking for himself and Mr. Dunn, 
Mr. Kilcullen enumerated a number of reasons for favoring a retention of existing 
NLRB authority. Although in theory the principle that private litigants should 
have access to the judicial process is a sound one, in practice it is feared that 
results might be confusing, he said, if a change is made in present procedure and 
jurisdiction. 

TARIFF AND FOREIGN TRADE PROBLEMS 


Reciprocal trade agreements.—The cotton-textile industry has become in- 
creasingly critical of the reciprocal trade agreement program which has resulted 
in many United States concessions without actual reciprocity by foreign coun- 
tries, an industry spokesman stated. He pointed out shortcomings of the pro- 
gram, stressing that the broad authority granted to negotiating delegations 
in the General Agremeent on Tariff and Trade has been a particularly unsatis- 
factory feature of the program to the industry. In arranging trade agreements, 
there is an almost complete lack of technical cooperation between the working 
group and industry advisers—a point which was noted in the Randall Commis- 
sion report. 

On the other hand, an encouraging development in the program is the recent 
liberalization of trade and exchange policies by Germany, Holland, and the 
United Kingdom. An even more gratifying turn of events would be a return 
to bilateral treaties, the spokesman believed. He expressed the opinion that, 
from a long-range viewpoint, the discard of multilateral agreements and the 
adoption of a most-favored-nation policy would hasten a return to normal trade 
relations and achieve more harmonious relations between the United States 
and other trading nations. 

United States foreign economic policy.—Speaking for the industry, the conferee 
added that the United States trade-agreement program is far short of what they 
consider an adequate foreign economic policy. Visualizing a confusing state of 
world trade impeded by almost universal trade and exchange restrictions, he 
pointed out that the barriers being erected tend to isolate trading countries. 
Unsound internal practices also develop under the present program, and resulting 
nationalism destroys progress in world trade. 

A reexamination of United States tariff policy was also suggested along the 
following lines. Upon a determination as to the importance of a dynamic tariff 
policy and an evaluation of the effect of past concessions on the foreign economic 
policy of the United States, criteria should be established in keeping with the 
results of the study. Following these criteria, a tariff policy should be developed 
which would be more adaptable to an economy which has undergone vast changes 
over the past 50 years than the policy now followed under the General Agreement 
on Tariffs and Trade. 

Randall Commission report.—In eonformance with industry views, the Depart- 
ment of Commerce opposed a reduction of tariffs, contrary to the position taken 
in the Randall Commission report on foreign economie policy, Secretary Teetor 
informed the conferees. He assured them that the Department uses its influence 
to the greatest possible extent in the formulation of Government policy on all 
matters affecting industry. 

Mr. Thurston added that opinions of the cotton textile industry on the Ran- 
dall Commission report were made known to the Division through copies of 
briefs filed by trade associations, and that these views had been conveyed to top- 
level Commerce officials. 

Mr. Marshall Smith (Deputy to Assistant Secretary for International Affairs, 
Department of Commerce) made the observation that, because the work of the 
Commission is finished, no further influence may be brought to bear on the out- 
come of the report by the Department. He added that it was difficult to envisage 
congressional reaction to the recommendations made in the report because of the 
numerous problems covered in it. 
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Commercial attachés from the Department of Commerce.—Effective imple- 
mentation of foreign economic policy depends on continuity of a favorable com- 
mercial policy, continuity of trained and efficient foreign-service personnel, 
aggressive assistance to businesses in foreign trade, and efficient collection and 
dissemination of information from foreign-trade sources in usable form, an indus- 
try member observed. 

The question of employing independent groups of attachés to implement for- 
eign economic policy has been raised by agricultural trade associations, and a 
bill is pending on the question of agricultural representation abroad, another 
industry representative reported. He suggested that possibly similar action 
might be taken by commercial trade associations. 

The problem of greater importance, however, is that of assuring a continuity 
of policy which is carried out by high-caliber foreign-service personnel, it was 
emphasized. 

Imports from low-wage countries.—Inadequate tariff barriers on imports and 
extremes in price between domestically produced textiles and those from low- 
wage foreign countries are threatening the welfare of the industry, it was 
reported. 

Citing mounting textile imports under specific United States tariff schedules 
as the main cause for concern, a conferee stressed sharply increased imports from 
Japan as a major item. He mentioned a variety of goods in broad categories 
wherein as much as a tenfold increase in 1953 imports over previous years has 
caused valid fears of threatened unlimited competition. Trends of an unfavor- 
able nature are particularly noticeable in countable cotton cloths; printed, dyed, 
and colored fabrics ; table damasks; linens; and velveteens. 

The potential threat to the domestic market from Japanese exporters, while 
temporarily allayed by their domestic demand, lies in the progressive develop- 
ment of Japanese techniques for producing better fabrics which are conyparable 
with United States products. Moreover, these invasions of American markets are 
highly disrupting to the industry and undermine sound price levels. 

Another industry representative pointed out that certain segments of the in- 
dustry are essential in wartime. Producers of typewriter ribbon fabric are indis- 
pensable in the manufacture of fine-count balloon cloth which is a high-demand 
military item. There are only a few mills of this kind remaining in the United 
States and they are now faced with competition from imports produced at costs 
far below the most economical domestic cost. To remain available for wartime 
needs, these mills should be protected against a loss of business due to imports. 

Other industry members agreed that the competitive condition of cheap labor 
as compared with our standards, necessitates a protective tariff policy. It was 
urged that threats to the continuance of an industry, which was deemed second 
in importance only to the steel industry during World War II, be averted. Any 
further reduction of present low tariffs was termed a “death knell’ to the cotton 
textile industry. 

Foreign trade barriers to United States erports.—A steady downward trend 
in exports of cotton textiles from a high of about 1% billion yards in 1947 to 
621 million yards in 1953 was noted by an industry member in the export field. 
He said that a further decrease could be estimated from January 1954 shipments 
of only 4514 million yards, representing an annual shipment of only 540 million 
yards. The decline is partly attributable to a revival of foreign competition, 
but the main reason is traceable to trade restrictions which are affecting all 
major exporting nations. These restrictions cannot be regarded as a postwar 
effect, and for this reason, a continued loss of export markets is alarming. 

Countries which recently have raised barriers to United States exports by 
way of quotas, restrictive licensing, or protective tariffs on cotton piece goods, 
denims, twills, tickings, sheets, and pillowcases are Mexico, Canada, the Domini- 
can Republic, and Australia. 

Problems of long standing in currency exchange ‘areas also exist. Philippine 
exchange regulations and licensing policy, for example, have created grave prob- 
lems for exporters. To alleviate this condition, the United States should insist 
on the observance of treaties negotiated in good faith and on tangible tariff 
concessions. 

To further illustrate current exporters’ problems, a conferee read a report 
prepared by his company on the problems of budget planning in the export sales 
business. The report pictured the following state of affairs: Foreign markets 
are limited by standards of living and per capita consumption which are in 
no way comparable to those of the United States. Selling efforts in foreign 
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niarkets are hampered by poverty, ignorance, jealousies, strife, and trade bar- 
riers. Barriers have been erected to protect home industries. Unfavorable trade 
balances have made dollars unavailable. Thus, effective trade between “soft” 
currency areas and “hard” currency nations is impossible. In addition, trade 
with Iron Curtain countries is prohibited. As a result, only a very small por- 
tion of the world market is open to free trade, a few countries are partially 
open, and others occasionally open their doors to United States exports. 

Formation of International Cotton Textile Committee—Efforts by the cotton 
textile industry to develop a system for the exchange of information on ouput, 
exports, etc., between countries were described by a conferee. At the present 
time, cooperating countries forward production and export figures to the British 
Customs Board which compiles them into the only available source of worldwide 
information. The information is of a general nature because definitions vary 
and fabric constructions are different, making a breakdown of total fisures in- 
comparable as between countries. An attempt to arrive at some standard defi- 
nitions and classifications has been made but there has not been much progress. 
Members of the domestic industry are particularly anxious to establish a central 
source of information on a world basis, especially in view of the increasingly 
serious foreign trade situation. 

Invitation to attend International Cotton Congress.—A possible medium for 
discussion of the exchange of information might be the international congress 
of the cotton industry being held in Buxton, England, in the near future, a con- 
feree stated. He referred to an invitation received by the American Cotton Man- 
ufacturers Institute from the Master Spinners & Manufacturers Association of 
Manchester, England, to send an American representative to the meeting. A 
review of the agenda indicates that some of the discussions, particularly on 
raw cotton problems, might also be of interest to the industry, he said, adding 
that this conference presented an opportunity to seek the views of the Depart- 
ment and determine indusrywide interest in sending a representative. 

Mr. McCoy expressed the opinion that it might be advisable for the industry 
to have firsthand information on the discussions which take place. Mr. Rene 
Lutz (Bureau of Foreign Commerce, Department of Commerce) concurred in 
this opinion, adding that he had no knowledge of similar invitations sent to 
other organizations. 


TAXES, FINANCIAL MATTERS, AND MISCELLANEOUS INDUSTRY PROBLEMS 


Tares and depreciation allowances.—An industry representative questioned 
the adequacy of provisions for depreciation allowances in the proposed tax bill. 
He doubted that the rates of depreciation prescribed would provide sufficient 
incentive for the cotton textile industry to invest in new, modern equipment, and 
described briefly an alternative depreciation allowance plan which it is hoped 
will receive Commerce Department support. 

The plan would allow an individual corporation to write off depreciation 
according to a method of his choice with certain restrictive limitations. It is 
believed that the method proposed by the industry would encourage the pur- 
chase of more efficient modern machinery, reduce the cost of acquisition, and 
stimulate the volume of business. At the same time, the proposed plan would 
not be utilized as a tax-reduction scheme. Rather than deprive the Government 
of revenue, the plan would free capital to invest in new equipment with the ulti- 
mate result of increased revenue from profit taxes. 

Secretary Teetor informed the conferees of recommendations made by the 
Department on depreciation allowances. One was that a corporation be per- 
mitted to use a method of its choice, provided that it is reasonable, and that 
the life expectancy be left to the discretion of the taxpayer. Another recom- 
mendation was that depreciation be allowed as a cost chargeoff rather than a 
tax deduction 

The question of where tax reductions should be made has been a troublesome 
one to the administration in its efforts to balance the budget, Mr. Teetor com- 
mented. Many factors have been taken into account in the matter of Govern- 
ment income and expenditures with the notable accomplishment that expendi- 
tures have been cut by almost $7 billion in the 1954 fiscal year, he added. 

Renegotiation.—Speaking on a bill pending before the Senate for the exten- 
sion of the Renegotiation Act, a conferee mentioned two provisions which are 
considered of importance to the cotton textile industry: (1) exemption of stand- 
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ard commercial items from renegotiation, and (2) raising the sum of renegotia- 
ble contracts from $250,000 to $500,000. 

According to an association survey, renegotiation of defense contracts held 
by the cotton textile industry netted the Government only about $36,000 after 
taxes from a total of over $600 million worth of textiles sold from 1951 
through 1952. 

Secretary Teetor informed the conferees that the Department of Commerce 
is compiling factual data to support the position that renegotiation of defense 
contracts is no longer necessary. 

Another Senate bill which provides for reducing cotton-ginning reports from 
twice a month to monthly is opposed by the industry on the grounds that the 
savings to Government would be negligible as compared with the value of the 
data to industry. 

Mr. Thurston explained that the bill refers to Bureau of the Census statis- 
tical reports. The proposed legislation had never been brought to the attention 
of the Textiles and Clothing Division, but its status would have immediate 
attention. 

Raw-cotton problems.—A trade association representative spoke on raw cotton 
problems, including surpluses, export subsidies, and stockpiling of short staple 
cotton. 

With reference to a carryover of about 10 million bales for the 1954 crop 
year, he said that this is almost 3 times a normal working stock and represents 
a surplus of about 6 million bales. Ensuing price problems for the entire indus- 
try arise from the basic price structure on raw cotton. Coupled with the de- 
pressed price to the farmer is the political problem of price support. 

Many schemes have been proposed to stimulate exports of raw cotton to 
alleviate the surplus problem, the representative stated, and each new proposal 
disrupts the industry. A recent statement by the Secretary of Agriculture to 
the effect that perhaps efforts should be made to institute a workable two-price 
system was particularly alarming to the industry, he said, and paralyzed cotton 
export markets for weeks. Secretary Benson has since retracted his statement, 
he added. 

On the other hand, the industry has favored and actively supported other 
programs to stimulate exports of surplus supplies. Proposals which permit 
foreign manufacturers to procure American raw cotton at prices lower than those 
American manufacturers must pay are objectionable, however. 

Export subsidies are considered unfair because of the labor-cost factor, and 
not in the interest of either the industry or farmers. American manufacturers 
are at a highly unfair competitive disadvantage when, otser cost factors being 
equal, a wage differential of 10 times the American rate exists in Japan and 
labor scales in the United States are 3 times higher than those in Great Britain, 
for instance. The policy of subsidizing raw cotton exports results in sharp 
increases in imports of cotton cloths and other textiles from low-wage countries, 
it was argued. Domestic producers, at the same time, are prevented from 
buying foreign cottons by import quotas. Foreign competitors since the end of 
World War II have had the added advantage of new facilities and modern 
machinery and equipment, some of which is even more modern than domestic 
machinery. 

susiness has become “rough” in the cotton textile industry, a mill operator 
pointed out. It was his hope that Government action will prevent an aggrava- 
tion of current problems arising from foreign imports and unfair competition. 

In connection with stockpiling short staple cotton, prior consultation by the 
Government with industry was urged. 

Federal Government competition.—Reported disposal by the military depart- 
ments of quantities of surplus materials is of concern to the industry because 
present-day market conditions in the cotton-goods field cannot withstand com- 
petition from a possible disposal of surplus goods by the Government a conferee 
stated. 

Mr. Teetor informed the conferee of the close working association between 
the Commerce and Defense Departments. He said that an inventory of ac- 
cumulated stocks at military bases and depots is now being taken by the services 
and asked that industry members report any known instances where Government 
may be in competition with private industry. One such case has been reported, 
an industry member said, referring to the manufacture of mail bags by the Post 
Office Department. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE ADMINISTRATION 
Washington, D. C. 
MINUTES—Moror VEHICLE INDUSTRY CONFERENCE, APRIL 13, 1954 


Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 
Government presiding officer 


INDUSTRY REPRESENTATIVES PRESENT 


L. C. Allman, Fruehauf Trailer Co., Detroit, Mich. 

J.C. Bennett, Utility Trailer Manufacturing Co., Los Angeles, Calif. 

W. W. Bowers, the Corbitt Co., Henderson, N. C. 

C. Scott Boyer, Kingham Trailer Co., Louisville, Ky. 

Robert Cass, White Motor Co., Cleveland, Ohio. 

William J. Cronin, Automobile Manufacturers Association, Detroit, Mich. 
S. A. Girard, Kaiser Motors Corp., Toledo, Ohio. 

H. V. Hadley, Automobile Manufacturers Association, Washington, D. C. 
Christopher Hammond, Jr., the Steel Products Co., Inc., Savannah, Ga. 
John B. Hulse, Truck Trailer Manufacturers Association, Washington, D. C. 
Roy E. Lowe, Brockway Motor Co., Cortland, N. Y. 

Lloyd Lundstrom, Peterbilt Motors Co., Oakland, Calif. 

Gerald J. Lynch, Ford Motor Co., Dearborn, Mich. 

George W. Malcomson, Chrysler Corp., Washington, D. C. 

L. F. Manneschmidt, Trailmobile, Inc., Cincinnati, Ohio. 

C,. A. Misson, Walter Motor Truck Co., Brooklyn, N. Y. 

W. J. Mougey, General Motors Corp., Washington, D. C. 

James J. Nance, Packard Motor Car Co., Detroit, Mich. 

R. Purdy, Nash-Kelvinator Corp., Detroit, Mich. 

W. C. Schumacher, International Harvester Co., Chicago, Ill. 

J.R. Settle, Oshkosh Motor Truck, Inc., Oshkosh, Wis. 

H. P. Spanagel, Hudson Motor Car Co., Washington, D. C. 

L. Tooker, Reo Motors, Inc., Lansing, Mich. 

Harold 8S. Vance, the Studebaker Corp., South Bend, Ind. 

John A. White, Mack Manufacturing Corp., Washington, D. C. 

E. Whitehead, Ward LaFrance Truck Corp., Elmira Heights, N. Y. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Walter Williams, Under Secretary of Commerce 
Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs 
Samuel W. Anderson, Assistant Secretary of Commerce for International 
Affairs ° 
Carl F. Oechsle, Deputy to Assistant Secretary for Domestic Affairs 
F. V. du Pont, Commissioner of Public Roads 
Louis Paradiso, Office of Business Economics 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
W. Elmer Pothen, Assistant Administrator 
yeorge R. Davis, Director, Automotive Division 
George R. Curtis, Deputy Director, Automotive Division 
Todd Wright, Assistant to the Administrator 
William C. Truppner, Advisor, Production Controls 
Charles R. Hersum, Industry Advisory Committee Staff 
Maria Rotondo, summary writer 


PURPOSE OF MEETING 


Representatives of the motor-vehicle-manufacturing industry met with officials 
of the Department of Commerce and the Business and Defense Services Admin- 
istration on April 13, 1954, to discuss the following subjects: (1) Government- 
Industry Relations; (2) Business and Defense Services Administration; (3) 
Preparedness for Defense Emergencies; (4) Federal Aid for Public Roads; 
(5) Foreign Economic Policy; (6) Business Outlook; and (7) Taxes and Census 
of Business. 
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Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 
presided, and Mr. George R. Davis, Director, Automotive Division, BDSA, led 
the discussion. 


GOVERN MENT-INDUSTRY RELATIONS 


Welcoming the industry members, Mr. Teetor explained the twofold purpose 
of industry conferences as learning how the Government can be of assistance to 
industry and informing industry on the Department of Commerce aims and 
objectives. 

A cross section of the industry is represented at these informal conferences, 
including large, medium, and small business, as well as trade association execu- 
tives who are particularly welcome under a new policy which permits their 
attendance. 

The meeting was sponsored by the Business and Defense Services Administra- 
tion, a branch of the Department of Commerce which comes under his jurisdiction, 
Mr. Teetor stated, referring briefly to the organization and functions of BDSA, 
as it is known, which Mr. Charles F. Honeywell, its Administrator, would describe 
in greater detail. BDSA is comprised of 25 industry divisions including the 
Automotive Division which represents the motor-vehicle industry, among others. 

Mr. Teetor stated the philosophy of the Administration and the Department 
as one of freeing private enterprise from unnecessary controls and regulations 
and allowing industry to exercise its proven initiative and resourcefulness in 
solving problems independently. However, there are certain types of current 
problems on which the Government can be of assistance. In foreign trade, for 
example, many domestic industries are suffering harm from foreign competition 
which the Department hopes to alleviate to the extent possible. 

It is hoped that the Department of Commerce will be considered the focal 
point of contact in Government where industry can bring its problems and that 
the Department can represent and serve industry in the same way that the 
Department of Agriculture represents agriculture and the Department of Labor 
serves labor. Industry would by no means be precluded from presenting its 
problems to other branches of the Government, Mr. Teetor added. 

He explained that a record of the meeting is kept but statements are not 
attributed to individual industry members. The minutes are used by BDSA 
industry division directors and their staffs to initiate action on suggestions 
and recommendations made by industry on specific problems. Action may be 
taken through interagency channels at various administrative levels. When 
this procedure is exhausted, final recourse may be had to Secretary Weeks who 
has said that he will use his influence at Cabinet level, if necessary, to assure 
corrective measures. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Mr. Honeywell added his welcome to that of Secretary Teetor and expressed 
his appreciation to the conferees for their expenditure of time and money in 
coming to the meeting. He sketched the organization and activities of BDSA 
which might be of interest to them. 

Although BDSA is a new agency founded on October 1, 1953, it has the con- 
tinuing responsibilities of its predecessor agency (NPA) for assuring a flow of 
critical materials to defense production in emergencies. In this connection, the 
controls system which has been in operation since July 1, 1953, supplanting the 
controlled material plan and called the defense materials system, has recently 
been revised. Discussion of the DMS was left to the Deputy Administrator of 
BDSA, Mr. H. B. MeCoy, later on in the meeting. 

Continuing with the brief outline of BDSA functions, Mr. Honeywell explained 
that BDSA implements the long-range security program established by the Office 
of Defense Mobilization on various aspects of industrial preparedness such as 
expansion of facilities, stockpiling, attack planning, and numerous related 
mobilization activities. 

A third main function of BDSA is to serve business and industry in accordance 
with a Herbert Hoover concept recently reactivated. This last objective is some- 
what handicapped by a limited staff which has been greatly reduced from the 
peak NPA level and which must devote its time primarily to defense mobilization 
activities. However, the practice of borrowing experts and specialists from 
industry on a without-compensation basis has been an invaluable asset both 
in supplementing the staff and in furnishing a fresh industry viewpoint to BDSA. 
About 26 men so employed for terms of 6 to 9 months on a rotating schedule 
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have brought the know-how and enthusiasm of industry to the Department, Mr. 
Honeywell stated. [These men assist industry with problems involving legisla- 
tion, taxes, tariffs, and many other matters which business cannot directly take 
up with the Government.] A roster of about 1,200 persons who have served in 
this capacity either in WPB, NPA, or BDSA represents a reserve corps which is 
on call in event of emergency. 

Trade association executives have also been extremely helpful to BDSA, Mr. 
Honeywell commented, both in attending meetings and in cooperating with the 
industry divisions in their daily operations. 

An example of a typical service to business is BDSA's interest in the disposal 
of large quantities of surplus materials by the military services. Realizing the 
continuing nature of the problem because of the long accumulations of stocks 
by the Armed Forces and the effect their disposition in mass quantities would 
have on business, BDSA became interested in equalizing distribution as much 
as possible and found the Department of Defense most cooperative in discuss- 
ing and analyzing industry problems arising from a Government activity 
of this kind. BDSA also plans to consult with industries affected before plans 
for the disposal of specific surplus stocks are announced in order to arrive at 
a least disruptive procedure which can be suggested to the Department of 
Defense. 

Another service is to discover Government operations which compete with 
private enterprise and suggest to the appropriate Government department or 
agency wherein such activities may be reduced or eliminated. 

Mr. Honeywell assured the group that BDSA would be remiss in its obligations 
if it did not take its responsibilities seriously and that it is mainly concerned 
with preparedness for a possible emergency and for providing a continuity of 
production in such event. 


PREPAREDNESS FOR DEFENSE EMERGENCIES 


Mr. Teetor introduced Mr. McCoy as a veteran career employee of the Depart- 
ment of Commerce who is widely known to industry. 

Mr. McCoy touched on the main aspects of current mobilization plans, com- 
menting that the state of the world today compels consideration of what pre- 
paredness measures should be taken against attack. Industrial preparedness 
is a new assignment for the Department of Commerce, he said, and is part of the 
overall mobilization program approved by the President and established upon 
the recommendation of the National Security Council. 

Mobilization readiness encompasses certain political, military, and civilian 
assumptions for which the Commerce Department is not responsible—the job of 
Commerce is to carry out policies delegated by the Office of Defense Mobiliza- 
tion. ODM has now become a permanent part of the Government structure and 
is responsible for national security both from a current and long-range stand- 
point. 

Military requirements are the first consideration in a readiness program, Mr. 
McCoy stated. He added that for the first time in many years the Depart- 
ment of Defense seems to be able to make determinations on what will be re- 
quired to support a maximum military effort, referring to the successful efforts 
of Assistant Secretary of Defense Charles 8. Thomas in reorganizing and co- 
ordinating the supply and logistics programs of the military services. The 
armed services have supplied full mobilization requirements and information 
on necessary basic materials required for the production of approximately 1,000 
military end items. 

BDSA also has fairly accurate materials requirements for about 80 percent of 
the civilian economy. Ideally, the objective is to determine in advance the M-day 
status of production, supply, and demand. 

Mr. McCoy enumerated other everyday activities in connection with the mobili- 
zation base, such as processing accelerated tax amortization certificates, loan 
applications, and other details. He also mentioned problems arising in con- 
nection with expanding and maintaining mobilization goals. 

Of next importance in a preparedness program are production and materials 
controls, Mr. McCoy said. He reviewed the transition from CMP to the De- 
fense Materials System which went into effect on June 1, 1953, pointing out that 
controls have been completely removed and priorities have been reduced to those 
necessary to keep military and AEC production on schedule. 

After consultation with industry, a revised and simplified DMS was approved 
and became effective on April 1, 1954. It is believed that this system provides 
a nucleus mechanism which can be expanded overnight to meet any emergency. 





1916 WOC’S AND GOVERNMENT ADVISORY GROUPS 


Since the system as presently operating assures only military and defense sup- 
porting production, some provision must be made to extend its applicability to 
civilian output. BDSA expects to consult with representatives of various in- 
dustries in the near future on the preparation of standby measures for all-out 
war cuntrols, should they become necessary. As now devised, DMS eliminates 
the vast quantities of paperwork required under CMP, and is considered a con- 
structive change in former materials and production control systems. 

Another aspect of preparedness is the industrial defense program which is also 
actively underway, Mr. McCoy stated. He described measures take by industry 
to assure a continuity of production and protect plants and personnel from dam- 
age and destruction, commenting on the possibilities of sneak atomic attack and 
sabotage. Protective measures involve disaster planning by individual com- 
panies and actual steps taken to safeguard plants, equipment, designs, and per- 
sonnel. While suggested pre- and post-attack measures are a responsibility of 
industry, the Government encourages this type of industry planning and stands 
ready to assist in any possible ways. Moreover, it is planned to consult with 
certain strategic industries, including the motor vehicle industry, to determine 
what arrangements can be made to assure continuity uf production under attack, 
Mr. McCoy said. 

Lastly, the stockpile program ties in with the objective of balancing military 
demand with available supplies in any emergency, Mr. McOoy said. Undoubtedly 
the motor vehicle industry has felt the effects of Government stockpiling, es- 
pecially in its procurement of nickel. BDSA is the claimant for all industry 
requirements in all-out mobilization periods and advises ODM on the accumula- 
tion of critical and strategic materials necessary to meet stockpile goals. 

Summarizing the three major aspects of mobilization readiness of particular 
interest to the motor vehicle industry; namely, mobilization requirements, pro- 
duction and materials controls, and industrial protection, Mr. McCoy observed 
that individual industry problems and recommendations cannot be discussed in 
detail in meetings of this type. Therefore, industry task groups will be named 
or assistance will be sought from industry trade associations to accomplish close 
Government-industry cooperation in these matters. 

Automotive division activities—Mr. Davis explained that the Division would 
work with the industry in drafting standby M-—day directives on production. In 
arriving at these limitation orders, the number of end products to be madé will 
be based on the amount of materials available. 

The motor-vehicle industry can be of assistance in selecting an adequate base 
period and in suggesting which method of production control would be more feas- 
ible, either allocating materials on an industry basis or restricting the number 
of units to be produced. Past experience has proven that attempts to control 
production in the automotive industry by materials allocation resulted in in- 
creased rather than limited production. The question then becomes one of de- 
ciding how many units should be built in an emergency and whether the industry, 
under a given amount of materials, could limit its production by self-certification 
to an authorized schedule. Another question to be resolved is the extent of non- 
military production which should be authorized in the interim period while a full- 
mobilization program is getting underway. 

The Division plans to discuss these questions with working groups but would 
appreciate having comments on suggested procedure before making detailed 
plans, Mr. Davis stated. 

Mr. McCoy added that planning for nonmilitary production must necessarily 
be done under several assumed conditions since they cannot be forecast with 
any certainty. General comments about the techniques proposed and the de- 
sirability of continuing study along the lines outlined would be helpful to 
BDSA because the automotive industry is depended upon for not only military 
production but defense-supporting and essential civilian needs as well. While 
military and defense-supporting requirements are known and the materials 
needed therefor are supposedly available, the problem is one of deciding where 
the remaining available supplies may be properly used to stabilize the economy 
and whether production for civilian consumption should be permitted to con- 
tinue until it impinges on military production or be controlled at an earlier stage. 
The intention is to provide for an orderly process of shifting from nonmilitary 
to military production with the least disruption. 

Discussion.—Conferees concurred that the basic philosophy of advance plan- 
ning is a sound one. An industry representative stated that his company is 
willing to offer technical assistance in workiug out details of the program al- 
though it was his thought that judgment in carrying out the details should 
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be reserved. He added that the formulation of DMS was an outstanding job 
and any additional ways that could be evolved to save man-hours would be 
welcome to industry. 

Executives of the Automobile Manufacturers Association also offered the 
assistance of industry experts technically qualified to advise on various aspects 
of the problem, as they did in the revision of DMS. Other revisions might be 
necessary to cover an all-out mobilization effort, one representative observed. 
However, the present framework should at least carry through a buildup period 
similar to the Korean emergency. 

A conferee remarked that two plans, or directives, are actually needed—one 
assuming a precipitous war and the other tailored to lesser degrees of emer- 
gency. It was his opinion that, since stepped-up military production without 
a concurrent all-out mobilization is unlikely, careful study should be given to 
the following assumptions: First, the automotive industry in wartime is called 
upon to produce a great variety of supplies in large quantities; second, the tran- 
sition from civilian to military production requires some changeover time; and 
third, a balance is necessary in the transfer of manpower to war work and in 
the supply of vital materials made available for all uses. Under these assump- 
tions, supporting measures would seem to be mapping out a program of dimin- 
ishing production for civilian purposes and preparing a standby directive to 
effect a rapid transition to wartime production. 

Mr. McCoy assured the group that consideration has been given to these 
factors and to providing alternative plans for both types of emergency. He 
agreed that making advance plans for maintaining an even keel in employment 
and in the demand made on critical materials was a constructive suggestion. 

Representatives of the truck-trailer manufacturers industry segment said 
that a unit-control method would seem to be the better procedure in all-out 
mobilization. As for the interim period, it was pointed out that the pattern 
has changed in the truck-trailer manufacturing industry. At the beginning 
of World War II, there were large inventories of truck trailers on hand to meet 
the stepped-up demand, however, production is now more or less for customer 
order rather than for stock. With the exception of house trailers, trailer manu- 
facturers should, therefore, be permitted to operate at full production until full 
military requirements come into being. Whereas the passenger-car segment 
of the industry is concerned about limitations on production, the truck-trailer 
segment is concerned about the quantities of materials that will be available 
to meet the inevitable increased demand from both the military and civilian 
economy. 

Commenting that the comparative essentiality of passenger cars and trucks 
in relation to other segments of the economy was not discussed with the auto- 
motive industry prior to the imposition of production and materials controls in 
previous emergencies, a conferee urged that it be done this time. 

Mr. McCoy reported that a decision has not been reached as to the relative 
essentiality of civilian industries in an all-out war because final total military 
needs are not yet known. Further discussions are necessary before the com- 
parative levels of civilian production can be decided, he said. 

Asked to comment on the possibility of an aluminum shortage as a result of 
the stockpiling program, Mr. McCoy stated that the policy for the accumula- 
tion of aluminum at a prescribed rate was established by ODM some time ago, 
and that purchases to fill the goal will continue at the present rate until another 
decision is made to the contrary. He added that he knew of no anticipated 
shortage in aluminum which would preclude meeting nonmilitary needs in a 
period short of all-out war. 


FEDERAL AID FOR PUBLIC ROADS 


Introducing Mr. Francis V. du Pont, Public Roads Commissioner, Mr. Teetor 
said that Commerce activities of possible interest to the industry had been 
selected with the thought of securing industry views and criticisms. Mr. Du 
Pont had been asked to address the group for the purpose of presenting the 
Department policy on the public-roads problem. 

Mr. Du Pont reviewed the historical background of highway subsidization, 
Stating that the first Federal appropriation for the development of an integrated 
State highway system was made in 1916. The present program of encouraging 
the development of subsidized State highway departments was initiated in 1921, 
and has continually increased in scope and expenditure. Originally, the deter- 
mining factors were: area, number of existing post roads, and population. With 
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the development of an integrated system and a breakdown of State barriers, a 
philosophy arose to turn back to the States the responsibility for highway con- 
struction and other work best administered by the States. 

it was Mr, Du Pont’s opinion that the Federal Government should retain the 
responsibility for the backbone of the integrated system of roads, but that the 
States should be responsible for secondary or principal State roads. This back- 
bone of the integrated system is less than 1 percent of the total 3 million miles 
of all kinds of roads, but carries 20 percent of the traffic and is most deficient 
at the present time. The problem then is how to replace it and bring it up to 
standard at a cost of about $15 billion, half of which would be spent in only 
5 States. These States contain approximately half of the population and about 
the same percentage of motor vehicle registrations, with only half of the usuge 
tax being paid into the Treasury Department. The question of interesting Con- 
gress in voting legislation to expend money on the integrated system thus presents 
a difficult problem. 

Using charts to illustrate his remarks, Mr. Du Pont related the disproportion 
between Federal aid funds for highway construction from 1922 to 1950, and the 
purchasing power of funds expended. While appropriations increased, road 
surface actually put in place remained at approximately 1937 levels. Harder 
usage and construction practices (4-lane highways) further reduced the purchas- 
ing power by 75 percent in the 1922-50 period. 

Pointing out the inadequacy of the integrated State system to accommodate 
the number of motor vehicles being manufactured, Mr. Du Pont stated that the 
main problem is that of selling State legislatures the idea of providing means to 
improve their highways, such as higher gasoline taxes. Foreseeing future prob- 
lems arising from a 5 percent annual increase in gross national product, with 
which the highway program has not kept pace, Mr. Du Pont urged industry 
members to actively use their influence in the States and before Congress. 

Answering a question about the future of toll roads, Mr. Du Pont replied 
that they represent a special solution to the problem of deficiencies in road sys- 
tems which cannot be solved by the State legislatures because of political 
blocks. Encouragement of State appropriations for public roads would eliminate 
the need for toll roads although their advantage in some instances is realized. 
The transportation industry is opposed to toll roads because of their excessive 
cost, he added. 

A short discussion was held on State financing of public roads and relieving 
traffic bottlenecks in congested metropolitan areas. 


FOREIGN ECONOMIC POLICY 


Mr. Samuel W. Anderson, Assistant Secretary of Commerce for International 
Affairs, reported on international trade developments of general interest to the 
motor vehicle industry, the most important recent event being the President’s 
message to Congress on foreign economic policy based on the Randall Commission 
report. 

As stated by the President, the goal is to reach an international trade balance 
at a relatively high level in the long-term future and to reduce foreign-aid 
programs as soon as possible. The present policy of economic assistance has 
aided the reconstruction of wartorn countries, helped to balance international 
trade, and prevented nations friendly to the United States from turning commu- 
nistic. However, a shift in emphasis in the foreign-aid program is expected to 
reduce economic assistance and encourage those nations, particularly Western 
Germany, in resisting communism. 

A twofold objective of the foreign economic program is to reach the kind of 
balance in trade that will furnish foreign countries the necessary dollars to 
pay for their imports and at the same time develop foreign trade opportunities 
for domestic industry. Although no radical or sudden change in our tariff poli- 
cies or import restrictions can be effected because they might create serious 
dislocations in some industries, certain steps to stimulate a freer flow of inter- 
national trade are indicated in the President’s message. These steps are in- 
tended to promote a greater liberalization of trade policies since it is recognized 
that reaching a desirable trade balance cannot be accomplished unilaterally. 

As is well known to the motor vehicle industry, a return to convertibility 
of currencies would free up trade more than any other single action and would 
eliminate restrictions imposed by friendly foreign countries by necessity. The 
United Kingdom, for example, cannot import United States pasenger cars because 
its dollar imports are restricted to comparatively more essential needs. Until a 
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favorable balance in world trade and convertibility can be achieved, present 
foreign restrictions on United States imports will continue. 

Discussions with other Government agencies on reductions of trade barriers 
have disclosed that the problem of United States tariffs, while discouraging, is 
not as important a factor as is believed. An encouraging aspect is this coun- 
try’s high consumption of raw materials coupled with the prospect of a steadily 
increasing rise in imports of raw materials which should facilitate selling our 
goods more readily. 

To promote foreign trade and serve the business community, the Bureau of 
Foreign Commerce collects, publishes, and distributes information on conditions 
abroad and trade opportunities. Over half the inquiries received by the 33 
field offices are requests from medium and small-sized companies. 

Answering a question on the general policy of the Export-Import Bank, Mr. 
Anderson explained that there has been some misunderstanding about the func- 
tions of the Export-Import Bank as well as those of the International Bank for 
Reconstruction and Development. The International Bank serves as a primary 
source of investment capital for productive projects abroad. Only a small per- 
centage of the loans disbursed to date has been for industrial purposes, however, 
the balance having been made in the fields of public utilities, transportation 
facilities, communications, etc. 

The Export-Import Bank considers applications for loans to finance projects 
of especial interest to the United States, such as the extraction of strategic 
materials. Exports are also financed on a selective basis, but this activity is 
limited in scope as compared with extensive European systems of credit 
guaranties. 

At the objection of American industry to loans for industrial development 
projects abroad which result in unfair competitive conditions, the Commerce 
Department has reached an informal understanding with the Export-Import 
Bank to seek the views of the American industry involved prior to negotiating 
aloan. The final decision is not entirely based on the possible competitive effect 
on American industry, however, because other factors are involved, including 
foreign policy. 

BUSINESS OUTLOOK 


Comments by Under Secretary of Commerce: Under Secretary Walter Wil- 
liams discussed current economic conditions, concluding that the potential 
ability of the American economy and people is far beyond the scope of anyone’s 
imagination. His remarks on the business outlook follow. 

A study conducted under the direction of Presidential adviser Dr. Arthur 
Burns shows that the volume of money in circylation 6 months after the peak 
period in 1929 was down 2.2 percent; in 1937, down 1.7 percent; in 1948, up 0.2 
percent and in the present period, up 1.3 percent. 

These figures are significant because they demonstrate the difference in the 
degree of contraction in each previous period. This difference may be attributed 
to Federal Reserve Board activities and a resulting psychological reaction to 
expand rather than contract. 

Other studies on business cycles, comparing changes in gross national product, 
personal income, carloadings, employment, and the industrial production index 
during each recession period all show a lesser degree of decline in the present 
period with the exception of the industry production index which shows a greater 
decline now than in 1948-49. The conclusion is, however, that this recession is 
the mildest in history. 

Personal savings of $359 billion at the end of December 1952 rose to $379 
billion at the end of 1953. Corresponding liabilities rose from 70.6 in 1952 
to 79.9 in 1953, resulting in a purchasing power of $11.2 billion. By June 30, 
1954, consumer credit is also expected to increase about $2 billion to $214 billion. 
In addition, the rate of savings has risen from 7.2 percent in 1952 to approxi- 
mately 7.8 percent. These statistics point up the fact that purchasing can be 
stimulated by increased sales efforts. 

The American economic potential can be developed by industry teamwork, 
increased technical skills, improved health conditions, and reduced absent: cism. 

Coordination of the producing and purchasing potentials by the collective 
and individual efforts of businessmen of the caliber represented by the motor- 
vehicle-industry conferees can deter any advance in the present recession and 
hasten a fulfillment of existing potentials. 
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Mr. Louis Paradiso, chief statistician of the Office of Business Economics, 
reported on information and data compiled by the Department of Commerce 
which is used as basic reference material for determining economic conditions. 
Interpretation of current statistics leads to the conclusion that certain good 
and bad conditions exist in the present economy, with some indications of a 
leveling off of the downward trend. 

A general indicator of business activity is the gross national product figure 
which is published quarterly and represents the value of total output. Although 
complete information for the first quarter of 1954 is not yet available, it is 
estimated that the annual gross national product will be approximately $359 
billion. Comparing this estimate with a peak rate in the 1953 second quarter 
of $371 billion, there has been a decline in total production of about 4 percent. 
However, in 1952 production was only $348 billion. Since there was about a 
20-percent increase in 1958 over 1952, it can be said that the present economy 
is somewhere in between the 2 levels. 

Moreover, the decline has been concentrated in two sector of the economy— 
manufacturing and railroad transportation—mainly in the durable goods. In- 
dustrial production, according to the Federal Reserve Board index of produc- 
tion, therefore shows a 10-percent decline since the peak 1953 period as compared 
with an estimated 4-percent decline in gross national product. 

The production decline is reflected in an employment drop from average 
employment in the 1953 first quarter of 61 million to 60 million in the 1954 first 
quarter. Part of this drop is accounted for by the normal increase in labor 
force, a reduction in average hours per week overtime, and number employed 
per family. 

Despite a decline in employment, a third indicator of economic conditions shows 
that personal income and purchasing power have not declined in the same pro- 
portion as production, The drop in personal income from a peak of $287 billion 
in the 1953 second quarter to an estimated $288 billion annual rate in 1954 has 
been held up by certain so-called built-in stabilizers. These include unem- 
ployment compensation, payments of veterans’ benefits, relief payments, annui- 
ties, farmers’ price-support programs, and progressive income-tax rates. 

An outstanding factor in the present business situation is the high level of 
disposable income. Consumer expenditures for goods and services have held up 
in nondurable items such as food, clothing, gasoline, drugs, ete., but have 
declined in durable goods such as automobiles by 8 percent from the peak rate. 
Spending has, in fact, been stimulated by the tax cuts effective on January 1, 
1954. On the other hand, the decline in employment and production is pro- 
portionate to the type of service for which the consumers’ dollars are spent. 
The fact that purchases of durable goods have declined partially explains 
increased unemployment. 

The recent overall decline in the economy has also been affected by inventory- 
sales ratios, some of which have improved while in other cases, inventories of 
durable goods have not been liquidated as rapidly as desired. 

Cuts in the defense program have also had an effect on employment, personal 
income, and purchasing power. However, the outlook for the remainder of 
1954, excluding the possibility of an emergency situation, is optimistic. 

Encouraging signs are industry plans for modernization and expansion of 
plants, recordbreaking contract awards for construction and new house starts. 
Current savings are high but their continuance at present rates is an unpre- 
dictable factor. As for consumer spending, there are indications that pur- 
chasers may respond to better quality, new products, and better values. 

On the whole, this is a critical point in our high-level economy, the outcome 
of which is unpredictable other than its mildness. 

Discussion.—Truck and truck-trailer manufacturers reported an upswing in 
sales, stating that the market is stronger than it has been since October, 1953. 
While they agreed that greater sales effort will improve the volume of sales, 
it was pointed out that statistics collected by the Bureau of the Census lag 
from 6 to 8 weeks behind actual current conditions. Truck-trailer manufac- 
turers reported improvement on the west coast, and a steadily increasing 
improvement in the Southwest, as compared with New England and the eastern 
area which are slower to reduce inventories. 

The conferees commended Mr. Paradiso for the clarity of his presentation. 


TAXES AND CENSUS OF BUSINESS 


Census of business —Commenting that the censuses on business, minerals, 
industries, and manufacturing have not been taken since 1947, Mr. Teetor 
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reported that the Department has requested an appropriation together with 
enabling legislation to provide for collecting these statistics. Because more 
up-to-date figures are needed and they are of equal importance to the Govern- 
ment and industry in economic studies, he urged the industry to use its influence 
with Congress in recommending passage of the bill. 

The Department of Commerce is also actively interested in labor and tax 
legislation, Mr. Teetor said. He introduced Mr. James C. Dockeray who, as 
his consultant on taxes, is responsible for effecting cooperation between the 
Treasury and Commerce Departments in order to present industry views on 
pending tax legislation. 

Taz bill—Mr. Dockeray briefly reviewed revisions of the Internal Revenue 
Code contained in the bill before Congress, as they relate to taxes, discussing 
the intention of the legislation. 

Whereas tax laws of the past 20 years have been looked upon as antibusiness, 
or punitive, the tax program outlined by the bill is meant to reverse former 
trends in taxation, which came about as a result of war economies and world 
problems, and is believed to be a constructive change in tax policy. 

For the first time in the history of the Internal Revenue Code, a system 1s 
provided for removing the effect of double taxation on corporate dividends. 
A revision of the former policy on depreciation accounting is also written into 
the code. If adopted the new procedure of writing off depreciation, with 
particular reference to short-lived assets, should encourage replacement of 
rolling stock on public highways, however, unfavorable aspects of this pro- 
vision are its nonapplicability to equipment purchased after December 31, 
1953, construction starts after that date, and used machinery or equipment. 
Another feature that may cause difficulty is so-called expansion or Mills plan 
providing for prepayment of corporate taxes in uniform quarterly payments 
rather than on the present accelerated, progressive basis. Reorganization provi- 
sions also place smaller business firms in undesirable tax positions unless they 
meet certain conditions of merger. 

Industry guidance is sought, particularly on the possible effect of the Mills 
plan on business, as to relative advantages or disadvantages of the proposed 
tax revisions, Mr. Teetor added. 

Conferees present did not feel qualified to answer specific questions on tax- 
payments, however, they did discuss excise taxes which were termed selective 
and discriminatory. It was pointed out that the payment of manufacturers’ 
excise taxes by the passenger car industry at the dealer and consumer level 
has an effect on demand and that the industry has repeatedly received assur- 
ances of action on removal of the excise tax. 

Mr. Dockeray explained that the position of the Depaiiment before con- 
gressional hearings was to the effect that a 5-percent excise tax across the 
board would eliminate the discriminatory aspect. 

He offered no hope that the Congress would approve a selective tax because 
it is believed popular opinion favors reduced income taxes in preference to the 
removal of excise taxes on luxury items, to which the public has become accus- 
tomed. 

Several conferees suggested that passenger cars should be considered a neces- 
sity rather than a luxury item and that the manufacturers’ excise tax be removed. 
Thus, changes in price and the offering of a better product would encourage 
purchases. 

Successive progressive income taxes have hampered expansion of the produc- 
tive base by private capital investment, Mr. Teetor observed, and the intent of 
the tax revisions is to encourage business without depriving the Government of 
accepted sources of revenue. Sales taxes are politically unsound, expensive to 
collect, and encourage evasion, he added. On the other hand, manufacturers’ 
taxes are easier to apply since they are hidden in the sales price. 

Mr. Teetor offered the assistance of the Department if the provisions of the 
new tax law for writing off depreciation do not help the truck-manufacturing 
segment of the industry. He thanked the conferees for attending and invited 
them to other sessions in the future if they approved of the conference method 
of cementing Government-industry relations. 

A representative of the Automobile Manufacturers Association expressed the 
industry’s appreciation of the opportunity to discuss industry problems and 
views with Government officials. 

The meeting adjourned at 4:15 p. m. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—AUTOMOTIVE PARTS INDUSTRY CONFERENCE, APRIL 15, 1954 


Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 
Government presiding officer 


INDUSTRY REPRESENTATIVES PRESENT 


K. J. Ammerman, Borg-Warner Corp., Washington, D. C. 

L. M. Clegg, Thompson Products, Inc., Cleveland, Ohio. 

J. W. Dixon, Clevite Corp., Cleveland, Ohio. 

J.C. Dopke, A. O. Smith Corp., Milwaukee, Wis. 

J. E. Echlin, Echlin Manufacturing Co., New Haven, Conn. 

D. W. Eells, International Combustion Engine Institute, Chicago, Il. 
M. P. Ferguson, Bendix Aviation Corp., Detroit, Mich. 

H. T. Halfpenny, Halfpenny & Hahn, Chicago, Ill. 

P. Hockwalt, Hercules Motors Corp., Washington, D. C. 

D. H. Kelly, Electric Auto-Lite Co., Toledo, Ohio. 

S. B. MacArthur, Federal-Mogul Corp., Detroit, Mich. 

F. S. Meeks, S. J. Meeks’ Son, Washington, D. C. 

A. H. Nuesse, Truck Body & Equipment Association, Washington, D. C. 
M. F. Peterson, Carter Carburetor Corp., St. Louis, Mo. 

©. J. Reese, Continental Motors, Detroit, Mich. 

W. F. Rockwell, Rockwell Spring & Axle Co., Pittsburgh, Pa. 

G. H. Rogers, American Forging & Socket Co., Pontiac, Mich. 

J. H. Shields, Superior Coach Corp., Lima, Ohio. 

D. H. Teetor, Perfect Circle Corp., Hagerstown, Ind. 

M. B. Terry, American Brakeblok Co., Detroit, Mich. 

G. W. Veale, Eaton Manufacturing Co., Cleveland, Ohio. 

©. O. Skinner, Automotive Parts Manufacturers Association, Washington, D. C. 
J. L. Wiggins, National Standard Parts Association, Chicago, Il. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Walter Williams, Under Secretary of Commerce. 
Lothair Teetor, Assistant Secretary for Domestic Affairs. 
Samuel W. Anderson, Assistant Secretary for International Affairs. 
Carl F. Oechsie, deputy to Assistant Secretary for Domestic Affairs. 
James C. Dockeray, tax consultant. 
Louis Paradiso, Office of Business Economics. 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator. 
H. B. McCoy, Deputy Administrator. 
W. Elmer Pothen, Assistant Administrator. 
George R. Davis, Director, Automotive Division. 
George R. Curtis, Deputy Director, Automotive Division. 
Todd Wright, assistant to the Administrator. 
William C. Truppner, adviser, production controls. 
Charles R. Hersum, Industry Advisory Committee staff. 
Maria Rotondo, summary writer. 


PURPOSE OF THE MEETING 


Automotive parts manufacturers met with the Department of Commerce and 
Business and Defense Services Administration officials on April 15, 1954, to 
discuss Government-industry relations, defense preparedness, business outlook, 
and tax problems. 

Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 
presided. 

PRELIMINARY REMARKS 


Secretary Teetor welcomed the business representatives, commending them 
on their promptness in getting the meeting underway in record time. Bxplain- 
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ing the intention of industry conferences, Mr. Teetor described the meetings as 
small, informal gatherings held with industry executives to obtain their advice 
on ways in which the Department can be of assistance. Every effort is made to 
assure a good cross-section representation of the industry at a conference, in- 
cluding business classified as small, medium, and large. Also, under a new 
policy of the Department, trade-association representatives are invited to attend 
meetings and participate in the operations of the Business and Defense Services 
Administration, a branch of the Department of Commerce which comes under 
the jurisdiction of Secretary Teetor. 


COMMENTS BY UNDER SECRETARY OF COMMERCE WALTER WILLIAMS 


Secretary Williams expressed the philosophy of the Administration that in- 
dustry and Government are a team working together for the same purpose and 
common end. He emphasized that preservation of the American economy and 
political system is the primary aim of the Administration and that the Depart- 
ment of Commerce has a direct responsibility for maintaining a proper balance 
in business activities. 

Speaking of technological advances and their effect on the economy, Mr. Wil- 
liams mentioned the work of the Bureau of Standards, which is under his 
cognizance, and his impressions of the practical applications that will develop 
from scientific research and new discoveries in the electronic and atomic fields. 
He stressed the effect of technological developments on all industries and the en- 
tire economy of the Nation, urging an alertness, adaptability, and awareness on 
the part of industry with respect to radical scientific developments in the next 
half century. 

Despite the sobering effect of the H-bomb development, Secretary Williams 
visualized a brighter future under the leadership of President Eisenhower. He 
cited the informal orderliness of the President’s direction, his uncanny abiding 
faith, and his innate sense of spiritual values, as inspiring sources of hope. 

The conferees applauded Secretary Williams upon the conclusion of his 
remarks. 

GOVERNMENT-INDUSTRY RELATIONS 


The role of the Department of Commerce, as declared by Secretary Sinclair 
Weeks, is to free private enterprise from hampering restrictions and controls, as 
well as to foster, promote, and develop foreign and domestic commerce, Mr. 
Teetor informed the group. He acknowledged the proven resourcefulness and 
initiative of industry in resolving its own problems, but pointed out that there 
are certain types of current problems on which the Government can be of assist- 
ance. In foreign trade, for example, many domestic industries are suffering 
from disadvantageous competitive conditions in other countries and the Depart- 
ment intends to instigate corrective measures by the Government to the extent 
possible. 

In carrying out this program of assisting industry, the Commerce Department 
hopes to be considered the focal point of contact in Government; however, indus- 
try is by no means precluded from presenting its problems to other branches of 
the Government, Mr. Teetor said. He assured the conferees of a sympathetic 
hearing from Department officials who have only recently been recruited from 
business and are available to serve industry. Constructive criticism is most 
welcome as an aid to the effective accomplishment of the Department’s role, and 
should be offered freely, Mr. Teetor urged. 

A record of the meeting is kept, but statements are not attributed to individual 
industry members, he explained, adding that the notes are used by Business and 
Defense Services Industry Division directors and their staffs to initiate action on 
suggestions and recommendations made by industry on specific problems. Action 
may be taken through interagency channels at various administrative levels. 
If such procedure is ineffectual, final recourse may be had to Secretary Weeks 
who has emphasized that he will use his influence at Cabinet level if necessary. 

Referring briefly to the organization and functions of the Business and 
Defense Services Administration, known as BDSA, Mr. Teetor stated that all the 
industries in the United States are represented in 1 of the 25 industry divisions 
which comprise BDSA. He added that Mr. Charles F. Honeywell, Administrator 
of BDSA, would describe its functions in greater detail, and that, after hearing 
from other Government executives, the conferees would have an opportunity to 
present industry problems. 
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BDSA 


Mr. Honeywell sketched the organization and responsibilities of BDSA. 
Founded on October 1, 1953, it is chiefly concerned with implementing the De- 
fense Production Act of 1950, executing the mobilization program outlined by 
the Office of Defense Mobilization (ODM), and serving business and industry. 

With the aid of charts, the transition from the former Bureau of Foreign and 
Domestic Commerce to the National Production Authority, and then to BDSA, 
was illustrated. It was also pointed out that the emphasis has shifted from 
imposing controls on industry and more or less directing its activities in the 
Korean emergency, to rendering a service to business. In view of the drastically 
reduced staff, an additional appropriation has been requested by BDSA to aug- 
ment its staff so that its purpose may be accomplished. It has been found, 
however, that trade associations and WOC (without compensation) personnel 
contribute heavily to the proper functioning of BDSA. ‘Trade association per- 
sonnel participate in meetings they attend as well as in the daily activities of 
the industry divisions, and specialists borrowed from industry on a without- 
compensation, rotation basis prove to be of mutually beneficial value to BDSA 
and industry. 

In order to carry out its responsibility in connection with the military defense 
program, BDSA has devised a simplified version of the controlled materials plan, 
known as the defense materials system, which has been approved, after con- 
sultation with industry and Government experts, as a standby preparedness 
measure assuring prime contractors the necessary materials for military and 
atomic energy production. DMS is designed to facilitate a swift conversion from 
partial to all-out mobilization, should it become necessary, reducing the con- 
version time from almost a year to overnight. 

As for long-range security, while ODM is responsible for drawing up plans, 
implementation of a major portion of the program rests with BDSA which, in 
turn, seeks the cooperation and counsel of industry on various aspects of indus- 
trial preparedness such as expansion of facilities, stockpiling, protection against 
attack, industrial evaluation, and related problems. 

An example of a service to business is BDSA’s interest in the disposal of large 
quantities of surplus materials by the military services. Realizing the continuing 
nature of the problem because of the long-time accumulations of stocks and the 
effect of their disposition on business, BDSA is interested in equalizing distribu- 
tion and has found the Department of Defense most cooperative in discussing 
and analyzing industry problems arising from a Government activity of this kind. 
It is planned to consult with the industry affected before plans for the disposal 
of a specific surplus stock are announced, if possible, to obtain suggestions on the 
least disruptive procedure. 

Another BDSA service is to discover Government operations which supposedly 
compete with private enterprise and to suggest to the appropriate Government 
department wherein such activities may be reduced or eliminated. 

Industry members may cooperate by calling attention to specific problems in 
which BDSA and Commerce may be of assistance, and by voicing their view- 
points on any matters affecting industry and business. Having this information, 
the Secretary of Commerce may evaluate the overall industry position and 
present it to the Government through the proper administrative channels. 

An industry member asked whether BDSA coordinates its programs with 
the National Security Industrial Association which is quite active in arranging 
for industry discussion of specific procurement problems with the military 
services. 

The association is an outgrowth of the Army Ordnance Association which 
incorporated the three military services when the Department of Defense was 
established, and acts primarily as a liaison between industry and the Depart- 
ment of Defense. For example, the association is especially interested in provid- 
ing for industry consultation on revisions in the procurement regulations. 

Mr. Honeywell expressed the belief that the association might be helpful to 
BDSA in its work with the General Services Administration and the Depart- 
ment of Defense on Uniform specifications, although BDSA is essentially not a 
procurement agency. 

DEFENSE PREPAREDNESS 


Defense materials system.—Mr. William C. Truppner (BDSA) reported on 
the latest developments and improvements in material allocation and produc- 
tion control systems. He explained the procedure following in revising the 
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controlled materials plan and in its evolution into a simplified defense materials 
system (DMS). The intent of DMS is to maintain essential production in 
the event of emergency and provide for an orderly and rapid expansion from 
partial to all-out mobilization strength and capability. 

Discussing the manner in which DMS is designed to meet varying degrees 
of emergencies and mobilization requirements, Mr. Truppner stressed the fact 
that the revised system eliminates the bulk of paperwork formerly required of 
producers, and has the further advantage of creating a framework which can 
be kept in being and at the same time become expansible for future use should 
international developments require it. Another objective of the system is to 
assure that the impact of greatly increased demand for materials is as light 
as possible on the economy. 

Under a threat of war without involvement and during partial emergencies 
of the Korean type, DMS assures military contractors only quantities of ma- 
terials actually needed to meet defense production schedules, leaving the maxi- 
imum possible share of critical materials for essential civilian uses. 

In the event of a suddenly expanded military program, provision is made 
under existing authority to screen requirements of prime defense contractors. 
At the same time, controls on civilian production will be extended to a lesser 
degree than in the past. 

Plans for assuring a supply of materials for military production in the event 
of all-out war call for production control by directive on a product group basis. 
For this purpose, it is planned to draft standby directives in advance to go 
into effect immediately upon attack. In the event of a sneak attack with 
unconventional type weapons, resulting in substantial bomb damage, provision 
is also made in advance for substituting new suppliers in the defense supply 
chain. 

Mr. Truppner called attention to a change of particular interest to the 
automotive parts industry. Under DMS Regulation 1, as amended on April 
1, 1954, the distinction between class A and class B products is made not on the 
basis of type of product, as was formerly the case, but on the basis of tonnage 
requirements. Materials for items consuming lesser tonnages may be ordered 
by simply using a military identification symbol where applicable. The regula- 
tion has the further importance of representing the first major step toward 
making it possible to convert swiftly from partial to full mobilization, a step 
which, according to the President in his state of the Union message, is “im- 
perative to our security.” Whereas the defense materials system in being on 
July 1, 1953, served the purpose of providing for a rapid expansion of military 
and atomic energy production, it did not take into account the various conditions 
of emergency, and types of conflict. 

DMS had to be revised to make it adaptable to any one of four possible 
conditions : 

(1) A continuing threat of war without involvement. Under this condition, 
military programs would remain at present levels and materials would be in 
relatively easy supply. 

(2) A limited invasion of the Korean type in which the military and AEO 
programs would be stepped up without all-out mobilization. 

(8) An all-out war with conventional weapons requiring all-out mobilization 
similar to the 1941-45 period. 

(4) An all-out conflict with atomic and H—bomb damage being inflicted on the 
continental United States. 

By this one change in regulation 1 affecting A and B product classifications, 
the materials allotment accounting procedure is reduced at both the prime and 
subcontractor levels. 

It is believed that DMS, as revised, supplemented by the standby directions 
to be worked out between industry and the BDSA industry divisions, has solved 
the question of what can be accomplished immediately after M-day and the time 
required for mobilization has been minimized. Considerable interest has been 
shown in the plan, Mr. Truppner stated, which was approved after discussion 
with the President and his Cabinet. 

Several conferees expressed the belief that the revised DMS represents a great 
improvement over former plans and gave it their unqualified endorsement. An 
industry member said that the automotive parts industry has opposed the pro- 
cedure of handing down allotments since the inception of CMP and has always 
believed the principle of self-certification is a sound one predicated on the in- 
herent honesty of industry. 
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Asked whether it is planned to write directives or orders for civilian material 
requirements, Mr. Truppner gave his opinion which coincides with the general 
thinking that manufacturers of so-called B products should be allowed materials 
on the basis of a predetermined percentage of base-period use. The approach 
would be for an industry task group to prepare an order for each product and 
each individual company in advance. Indirect controls on customers of com- 
ponent manufacturers would result from limitation orders on nonmanufacturing 
users of materials. While this would necessitate writing a set of restrictions, or 
limitations, DMS is intended to operate in such a way as to assure available 
materials to component industries as well as to prime military contractors. 

Stockpiling program.—Some interest was shown in Government acquisition of 
basic raw materials for stockpiling, with particular reference to nickel and 
other materials in short supply. Mr. Herman Director (BDSA) briefly out- 
lined for the conferees’ information the policy established by the Office of Defense 
Mobilization on stockpiling. 

He explained that the quantity of any one material stockpiled represents the 
difference between the supply which can be depended on in an emergency and 
the total wartime requirement. Recently, the policy has been changed to 
reduce estimates of supplies from foreign sources and place more reliance for 
supply on areas contiguous to the United States. Another assumption in esti- 
mating available supply for military uses is the possibility that sources of 
supply in concentrated industrial areas may be bombed out. 

Another ODM policy is to restrict procurement for stockpile purposes to times 
when the material is readily available in a low-price market in order to buy at 
the most economical cost, and when Government purchases will not disrupt 
commercial markets. 

Nickel stockpile purchases are expected to continue at present acquisition 
rates, Mr. Director stated, and the availability of nickel for nonmilitary uses 
will depend on military requirements. Should the defense demand decrease, 
more nickel will be available. In addition, an increased supply is expected from 
expanded sources of nickel supply which the Government has been encouraging. 

Asked about a possible increased military demand for nickel, Mr. Director 
said that a drop in military requirements is indicated for May 1954, with a corre- 
sponding substantial increase in available nonmilitary supply amounting to 
almost 1 million pounds per month, bringing total available supply for civilian 
consumption to approximately 13 million pounds per month. 

An industry member pointed out that raw materials in short supply were a 
principal bottleneck to the industry in the Korean emergency, and that in World 
War II the time required to refine and process certain materials such as tungsten, 
for military purposes, slowed down production. He urged that the industry 
be informed of stockpile plans and military requirements to the greatest possible 
extent in order that it might more closely coordinate wartime production to de- 
mand and materials supply. Mr. Director reported that a continuing effort is 
made to relax bans on the release of classified information. Moreover, in many 
cases, materials are being stockpiled in upgraded and semiprepared form to 
facilitate their use in defense production. 

Procurement practices.—Subjection of industry members to a withholding of 
defense contracts by Department of Defense contracting officers unless pro- 
prietary and protective rights to patents and designs are released is a practice 
obiectionable to the automotive parts industry short of all-out war conditions, 
a conferee reported. Inventions which have been evolved after many years of 
research and the expenditure of large sums of money are duplicated by competi- 
tors unon the release of patent rights and designs under this type of compulsion. 

Military procurement officers apparently are unaware of the fact that the 
automotive parts industry is a suppliers’ industry which makes no distinction 
between military and commercial production, it was pointed out. Automotive 
parts manufacturers are disinclined to supply defense items when the award of 
a contract depends on giving up the right to exclusive production of an article 
which is interchangeable between defense and commercial uses. The competi- 
tive nature of the industry, the establishment of multiple sources of supply by 
the Government, and the granting of temporary free licenses to competitors for 
defense production make the filling of defense contracts impracticable, especially 
in cases where a part is not protected by patent rights or a design is only in 
blueprint stage and being awarded a contract depends on giving up exclusive 
rights. 

In view of the fact that this interchangeability feature of the industry is an 
important asset in mobilization periods, the hope was expressed that the Depart- 
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ment of Commerce will present these industry views to the Department of Defense 
when the defense procurement regulations which are now being rewritten are 
submitted for recommendation. 

Postattack planning.—Mr. Teetor introduced Mr. Elmer Pothen, one of the 
three BDSA Assistant Administrators on loan from industry, to discuss attack 
and postattack planning by industry. 

Mr. Pothen reviewed the development of destructive power as first symbolized 
by the A-bomb and then by the H-bomb. Comparing the atomic energy contained 
in a single atomic bomb with the increased destructive power of the H-bomb, he 
stated that the area of destruction has increased correspondingly from an area 
1% miles in diameter to 3 miles. Not only are the direct effects of an explosion 
deadly but also the aftermath of fires, radiation, and panic. 

Knowing the vulnerability of concentrated industrial areas and the dangers 
of penetration by enemy planes, the Government is compelled to suggest certain 
protective measures to industry. These measures fall into three basic groups: 

Preventive measures—to reduce industrial attack damage; 

Supply measures—to offset nonpreventable attack damage ; 

Reconstructive measures—to speed up getting vital plants back into pro- 
duction. 

It is realized that established industries cannot be readily dispersed. On the 
other hand, many preparedness measures can be taken to reduce damage and 
provide for continuity of production in case of attack. 

New plants can be constructed in outlying areas of concentration under Gov- 
ernment-prescribed damageproof specifications; key departments, supplies, and 
personnel may be dispersed; and company disaster plans may be prepared in 
advance, including fire-prevention and fire-fighting equipment and personnel 
training. Cooperation with local civil-defense authorities and construction of 
personnel shelters are other vital parts of the prescribed program. 

Although the problem of attack planning is primarily an industry task, the 
Government stands ready to assist to the greatest extent possible, Mr. Pothen 
said, urging industry members to prepare against attack. 

A conferee reported that his company has already effected storage of micro- 
filmed engineering plans in safety deposit vaults in remote and multiple locations 
because drawings are considered the most vital element to production and the 
most difficult to duplicate rapidly. 


BUSINESS OUTLOOK 


Mr. Louis Paradiso, chief statistician of the Office of Business Economics, 
Department of Commerce, reviewed current business conditions and the short- 
range economic forecast as indicated by statistics compiled from various Govern- 
ment sources. 

In appraising the current position of the economy, Mr. Paradiso brought out 
several points: First, the rate at which economic activity is declining is quite 
moderate; second, personal income is not far below the peak reached last year, 
with disposable personal income holding up, and third, the sectors of the economy 
have shown a marked divergence in trend. 

The decline in personal income was held up by so-called built-in stabilizers 
such as unemployment compensation, transfer payments, and price supports to 
level off farm income. A drop in employment and wages, primarily in the manu- 
facturing industries, accounts, mainly, for the decline in personal income. Reduc- 
tions in expenditures for the defense program and a stretchout of defense con- 
tracts have also had an effect on income and purchasing power. One of the 
factors helping to maintain the level of disposable income at almost the 1953 peak 
rate and to hold up purchasing power was the reduction in personal income 
taxes effective on January 1, 1954, it was pointed out. 

As a whole, the slowup in demand has been concentrated in the durable goods 
sector of the economy. Expenditures for nondurable goods, on the other hand, 
have remained constant over the past 9 months. 

A recent survey of businessmen’s intentions to purchase plant and equipment 
during 1954 provides a bright spot in the business picture. On the basis of present 
programs, businessmen anticipate spending in 1954 only a little under the record 
1953 total. 

Construction is also proceeding at a very high rate, and the record-breaking 
volume of new construction contracts awarded in the first 3 months of 1954 indi- 
cates a continuation of the high activity rate in this area for some time. 





1928 WoOCc’s AND GOVERNMENT ADVISORY GROUPS 


Consumer spending has continued at a high rate during the first 3 months of 
1954, and this trend will be an important factor in the outlook for the remainder 
of the year. There are indications that consumer spending may be stimulated 
by lower prices, better quality, and new produets. 

Mr. Teetor added that sales will depend on un increased sales effort, particu- 
larly at the retail level. Moving the product over the last 3 feet of counter is 
what counts, he said. 


TAX PROBLEMS 


Revisions of the Internal Revenue Code.—Mr. James C. Dockeray, tax con- 
sultant to Mr. Testor, reviewed revisions of the Internal Revenue Code contained 
in the bill now before Congress as they relate to taxes. 

The bill revises every section of the code on taxes, except one, and represents 
what is believed to be a constructive change in the Federal tax policy. The in- 
tention of the tax revisions is to stimulate private capital investment, encourage 
business, and facilitate interpretation of tax regulations. To this end, there 
is a close working relation between the Treasury and Commerce Departments. 

Mr. Dockeray discussed the major revisions affecting industry and business, 
including provisions on double taxation of corporte dividends depreciation allow- 
ances, gain and loss carrybacks, and partnership returns. 

Under the new provision, taxes on dividends will be reduced from 11 to 50 
percent, depending on the tax bracket of the particular stockholder. Eventually, 
it is hoped to eliminate entirely the double-taxation aspect. 

The provisions for depreciation allowances are expected to aid smaller firms 
in depreciating short-lived assets and to encourage purchases of new equipment. 

Depreciation of used equipment, partnership benefits, and other phases of 
tax law subject to misinterpretation have been ironed out in conferences with the 
Treasury Department, Mr. Dockeray said, and it is hoped that the bill passed 
in final form will conform to the philosophy of the administration. 

ELercise taves—An industry spokesman outlined a problem of long standing 
under a section of the Internal Revenue Code which imposes an excise tax on the 
sale of automotive parts by their “manufacturers.” Since the statute does not 
deiine manufacturers, difficulty has arisen in distinguishing rebuilders, repairers, 
and reconditioners of used parts from manufacturers of new parts. The in- 
dustry has presented various briefs to Congress during the past 12 years recom- 
mending amendment of the law, and the closest approach to a satisfactory solu- 
tion was reached in a bill proposed by Congressman Reed which succeeded in 
passing the House in one of the 1950 congressional sessions before the Korean 
emergency interrupted its passage. 

Recent Treasury Department decisions have added to the confusion by ruling 
that custom rebuilders or repair shops are performing a service for a customer 
and are not subject to the excise tax if a certificate can be obtained from the 
vehicle owner exempting the repairer from liability for the tax. The confusion 
is compounded by rulings varying in collectors’ offices from district to district. 

It was also pointed out that a segment of the industry rebuilding crankshafts, 
connecting rods, clutches, ete., for resale are taxed as manufacturers. These 
parts are subjected to double taxation since excise taxes were collected on the 
items when they were new components of a production engine or automotive unit. 

The impossibility of policing and enforcing the law uniformly results in 
inequities when some machine-shop operators pay the tax while others do not. 

It was also reported that, according to an Internal Revenue decision, manu- 
facturers of certain parts interchangeably used in automotive and industrial 
equipment must pay a tax on the sale, service, or repair of a part when the 
part was originally designed and intended for use in an automotive vehicle, 
regardless of its ultimate end use. Since most of these parts go into agricul- 
tural and industrial equipment, which are not taxable when used therein, the 
need for segregating parts sold for automotive vehicles imposes an enerous 
and costly task on the builder which far exceeds the amount of excise tax paid 
to the Government. Moreover, discrimination occurs when some outlet sources 
are held liable for the excise tax while others such as marine and agricultural 
operators reselling the same parts are tax exempt. 

A representative of the industry segment manufacturing automotive truck 
bodies and equipment added that another discriminatory feature of the tax is 
its application to parts used in trucks and buses (over-the-road highway ve- 
hicles) whereas parts for other forms of commercial transportation such as rail- 
roads, aircraft, pipelines, and marine vessels are not subject to a similar tax. 
He pointed ‘out the successive increases in the tax from 2 percent in 1932 to 8 
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percent in 1950, and suggested that consideration also be given to revising the 
tax provision on containers as it applies to crating truck bodies for shipment. 

Mr. Rudolph J. Bopp, head of excise-tax rulings (Internal Revenue Service, 
Treasury Department) observed that the tax law has not kept pace with industry 
advances and that the complexity of the problem is caused by the variety of 
parts involved and the kind of work performed in reconditioning replacement 
parts. Also, the historical precedence of previous decisions cannot arbitrarily 
be reversed, he said, agreeing that interpretations are confusing. Operations 
akin to nanufacturing are taxable under the statute, but the problems of inter- 
pretation arise from the following phases of the question which must be decided 
in each case: (1) Who is a manufacturer? (2) Who is the taxpayer? and (3) 
Who retains title to the parts while they are in process? 

Conferees concurred that no excise tax should be paid when the rebuilder 
is merely performing a service for a customer and the customer retains title 
to the same item which is rebuilt or repaired, or when a dealer is replacing a 
faulty part with another part which has been rebuilt. Some industry members 
maintained, however, that when a rebuilder has taken title to a replacement 
part for his own account and has placed himself in a competitive position with 
the original manufacturer of an automotive replacement part, he should pay an 
excise tax. 

A suggestion was made that a proper applicability of the tax would be at 
the time title to the part passed. Another proposal was to collect the tax 
only on new parts. Some difference of opinion was expressed on this point, 
the objection being that a rebuilder would have the tax-free advantage of buying 
scrapped parts, rebuilding them, and selling them in competition with new 
parts on which the original producer of identical parts would be liable for 
the tax. 

A further suggestion was made to either remove the excise tax industrywide 
or to apply it across the board without exemption. 

One conferee feared that amendment of the tax provision along the lines being 
discussed would protect big operators at the expense of small businesses. 

Secretary Teetor reported that the Department of Commerce has recom- 
mended a single excise tax at the manufacturer level, exempting only food and 
medicinal items from taxation. 

On the question of double taxation on a rebuilt unit, Mr. Teetor cited the 
rebuilt clutch as a typical example of the significant difference between re- 
builders and manufacturers. When a clutch is originally made, the tax is paid 
on all the new parts in it. When an old clutch is taken in to reface or rebuild, 
the tax has already been paid on the raw materials used in making over the 
clutch and should not be paid a second time. The Government position, he 
indicated, should be one of collecting the tax rather than one of trying to 
equalize competition. But the tax should be collected only once. 

Secretary Teetor assured the group that the Department would study the 
points brought up with a view toward ending the problem, adding that the 
conferees might be asked to consult with Government officials again. The 
question of exempting parts intended for marine or agricultural end use will 
also be considered, along with the entire problem of excise taxes on the auto- 
motive-parts industry. 


MINUTES—AGRICULTURAL EQUIPMENT INDUSTRY CONFERENCE, MAy 4, 1954 
PURPOSE OF THE CONFERENCE 


A conference was held with executives of the agricultural equipment industry 
to discuss (1) the organization and program of the Business and Defense 
Services Administration, (2) defense responsibilities and emergency plans, (3) 
activities of the Agricultural, Construction, and Mining Equipment Division, 
(4) the farm machinery replacement study, (5) exports and Export-Import 
Bank, (6) the role of the Foreign Operations Administration, and (7) other 
matters of interest. 

Mr. Lothair Teetor (Assistant Secretary for Domestic Affairs) was the 
Government presiding officer. 


OPENING REMARKS 


Mr. Teetor opened the meeting and expressed his appreciation to the con- 
ferees for their attendance. 

He then described the area assigned to him as Assistant Secretary for Do- 
mestic Affairs, expluining that it consists of the Bureau of the Census, the 
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Office of Business Economics, and the Business and Defense Services Admin- 
istration (BDSA). The former two agencies are of long standing in the 
Department, he noted, but the BDSA, which has sponsored this conference, was 
established only last October. He touched briefly on the organization and 
mission of the BDSA and commented that this subject would be discussed later 
in greater detail by officials of that agency. 

Pointing out that this is the 24th industry conference that has been held 
under BDSA sponsorship, Mr. Teetor explained that such meetings provide 
a means of communication for the exchange of views and information between 
the Department and the industry. To fulfill its role as the protagonist for 
business and industry in Government, the Department, through the appropriate 
industry divisions in BDSA, of which there are 25, must be apprised of indus- 
try’s problems and its views on the methods by which such problems should 
be approached. ‘To assure all elements of the opportunity of presenting their 
views, conferences are comprised of representatives of large, medium, and small 
business from the various geographical locations of the country. Another im- 
portant feature which has been added is the inclusion of trade-association 
executives, who are particularly welcome because of their vast knowledge of 
industry problems. 

Mr. Teetor paid high tribute to the resourcefulness of business and industry 
in solving their own problems. He realized, however, that sometimes they are 
confronted with obstacles that can be removed only with Government assistance, 
and it is in this area that the Department will endeavor to do its utmost. He 
assured the conferees that the Department intends to maintain an open-door 
policy and that industry and business should regard BDSA as their focal point 
in Government. Through BDSA’s 25 industry divisions, the Department is most 
anxious to be helpful either by presenting industry’s views to the proper Gov- 
ernment agencies or by arranging for industry representatives to talk with 
the proper people in such Government agencies. 

Mr. Teetor noted that minutes of the conferences are kept, reflecting the high- 
lights of the discussions. These are studied by both BDSA and Commerce De- 
partment officials for the purpose of mapping appropriate programs of action. 

He also urged industry to exercise patience in awaiting Government action, 
explaining that because of its complex structure, Government sometimes moves 
very slowly. Also, because of diverse interests, the Department may not always 
be successful in its efforts, but Mr. Teetor declared, the effort will be strongly 
prosecuted. 

Mr. Teetor assured the conferees of full comprehension of industry’s problems 
and views, pointing out that many officials, like himself, have been drawn from 
industry’s ranks to help in effectuating Administration policies. 

Reiterating that the Department’s principal role is to try to keep the road open 
for free enterprise, Mr. Teetor described its activities in connection with pending 
legislation affecting business. The Department has been untiring in its efforts 
to bring to the various Government departments and congressional committees 
industry’s views in connection with revisions to the tax laws, tariff laws, Taft- 
Hartley law, and the unemployment compensation law. He especially noted an 
amendment which had been proposed to the unemployment compensation statute 
by which the mandatory coverage would be reduced from 8 employees to 1. 
Adoption of this amendment would undoubtedly impose a considerable burden on 
small businesses which have never before been subject to a payroll tax. Efforts 
are being directed toward a modification of this proposal. 

In concluding his remarks, Mr. Teetor paid tribute to the career employees in 
the Department for their intelligent handling of assignments. 

Mr. Teetor also called attention to BDSA’s practice of employing personnel 
from private industry on a “without compensation” (WOC) basis for limited 
tours of duty. Men fresh from industry are badly needed to carry out the aims 
and programs of the various divisions. Many such WOC’s serve as division di- 
rectors. Also, to facilitate the advancement of industry viewpoints topside, 
BDSA has three Assistant Admiinstrators, all of whom are from industry and 
serve on a WOC basis. By this organizational device, transmission of industry 
views topside is assured. - 


COMMENTS BY HON. SINCLAIR WEEKS, SECRETARY OF COMMERCE 


One aim of the Department of Commerce, Mr. Weeks said, is to develop an 
atmosphere where business will find a congenial company of people who talk its 
language and want to help in problems that affect business in this country. The 
industry conference is one step in that direction. Here an exchange of views 
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takes place and industry’s suggestions and recommendations are then trans- 
lated into programs designed not only to aid business but the economy as a whole. 

The Department must approach its responsibilities from two avenues, namely, 
defense problems, as distinguished from everyday business matters. With 
respect to defense matters, Mr. Weeks explained that the Department of Com- 
merce implements policy laid down by the Office of Defense Mobilization. How- 
ever, in his capacity as Secretary of Commerce, Mr. Weeks explained, he is also 
a member of the Defense Mobilization Board which shapes the policy, so that 
the Department has an opportunity to advance its views when policy is being 
formulated. 

Mr. Weeks believed that Government officials have a great opportunity to 
benefit from the experience gained in World War II and the Korean emergency. 
He recalled a recent conversation ragarding inventories which he had had with 
former Assistant Secretary of Defense, Charles S. Thomas, who is now serving 
as Secretary of the Navy Department. Mr. Thomas recalled the great upsurge 
in defense spending—from about $600 million a year during 1937-38 to about 
$300 billion during the World War II years 1941-45. After that came the dis- 
position of huge military surpluses at from 2 to 5 cents on the dollar, which was 
followed in short order by the outbreak of the Korean emergency in 1950. Within 
the following 3 years, the United States spent about $130 billion. No agency or 
business in the world, Mr. Weeks observed, can expand to 600 times its size in 
a few years without error and inefficiency. An awareness of problems which are 
created by emergencies should provide the impetus needed to avoid the mistakes 
of the past. 

Insofar as day-to-day business problems are concerned, the Department is en- 
gaged in such projects as getting the Government out of competition with private 
business, studying the effect of foreign competition which is on the increase, and 
other things that will be helpful and useful to business. 

Mr. Weeks expressed great concern over the efforts of certain elements in this 
country to scare the country into a depression. Contrary to these efforts, he 
foresaw an upturn and predicted that 1954 would be a good year for business ard 
the country. 

ORGANIZATION AND FUNCTIONS OF BDSA 


Beginning in September 1950, when the Defense Production Act was passed 
the Department was assigned important defense responsibilities, Mr. H. B. 
McCoy, Defense Administrator, BDSA, recalled. The National Production Au- 
thority, which was created as an emergency agency under the Department of 
Commerce in 1950 was assigned the task of administering production controls 
until 1953, when it was abolished. Upon the dissolution of NPA, the Secretary 
had to consider two factors in reorganizing the Department. One was the basic 
statutory responsibility concerned with fosterfng, promoting, and developing 
commerce in the United States. The other consisted of the residual defense 
function as contained in the Defense Production Act of 1950 which was recently 
extended by the Congress, and the mobilization preparedness functions stemming 
from the National Security Act of 1947. Since all these functions are of principal 
concern to business, the activities were combined and lodged in a new agency 
called the Business and Defense Service Administration (BDSA). 

The BDSA consists of 25 industry divisions which were carried over from 
NPA, the Office of Technical Services, the Office of Distribution, several staff 
offices, and an Administrator. The agency is staffed with about 350 people, 
many of whom served in NPA. 

Generally speaking, the functions of BDSA may be divided into three parts, 
namely; defense production, mobilization preparedness, and business services. 

Defense production.—This activity is concerned mainly with assuring proper 
supplies of materials for military and atomic energy production and construc- 
tion. Curiously enough, Mr. McCoy noted, the agency handles about 1,000 re 
quests a month for expediting deliveries for such programs. However, business 
has not found these requests burdensome and has been able to accommodate its 
operations to stepped-up deliveries. 

Mobilization readiness.-—The aspect of this program, which has been assigned 
to BDSA, deals with industrial preparedness and, while related to defense pro- 
duction, authority for this activity stems not from the Defense Production Act, 
but from the National Security Act. Originally, this function was lodged in the 
National Security Resources Board, which was dissolved in September 1950. It 
was subsequently assigned, under Reorganization Plan No. 3, to the Office of 
Defense Mobilization, which is now a parmanent arm of the White House. 
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ODM, in turn, delegated the industrial preparedness aspects of the program to 
the Department of Commerce, which assigned the function to BDSA. This ac- 
tivity encompasses the development of flexible procedures, such as the revised 
DMS, to meet any futute emergency that might arise. It also calls for the de- 
velopment of estimates of defense supporting and civilian requirements and the 
facilities needed to supply those requirements under conditions of stepped-up or 
all-out mobilization. It also requires that BDSA make recommendations on 
such matters as stockpiling, expension goals, industry evaluation, applications 
for tax amortization, pre- and post-attack planning, etc. 

Business services.—One aspect of business services is consultation with in- 
dustry through the device of industry conferences and other types of meetings. 
In the advancement of such services, the industry divisions are considered as 
the focal points of contact for industry. The staffs are considered as the source 
of knowledge to which other Government agencies turn to for guidance and help 
where their actions may be affecting a particular industry. Obviously, to pro- 
vide such assistance, the divisions must keep in close touch with the industries 
under their cognizance. They do this by communicating with individual busi- 
nessmen, trade association executives, and by holding industry conferences and 
industry advisory committee meetings. By maintaining this close contact, 
BDSA is enabled to translate opinions and viewpoints into the position which the 
agency ultimately takes. By inviting representatives of other agencies to BDSA 
conferences, they, in turn, obtain first-hand knowledge of industry’s views on the 
yarious matters under their cognizance. 

Mr. McCoy commented on BDSA’s efforts in connection with disposal of surplus 
property. He referred to the good relationship which has been established with 
the Department of Defense and noted that, for the first time, top-level civilians 
in the Department of Defense are determining disposal policies for the military. 
Formerly, the operation had been decentralized. BDSA’s aim, Mr. McCoy 
explained, is not to discourage sales but to suggest methods for the disposition 
of surpluses so as to disturb normal market conditions as little as possible. 

With respect to the project of getting the Government out of competition 
with private business, Mr. McCoy noted the sale by the Commerce Department of 
the Inland Waterways Corporation. He also revealed that as a result of a 
survey by BDSA industry divisions, about 80 cases have been uncovered where 
the Government appears to be in competition with private industry. These are 
mostly in the Department of Defense, and that agency is cooperating to the 
fullest in investigating the cases. Another matter which is receiving a great 
deal of attention is the disposition of synthetic rubber plants. A commission 
to handle the matter has already been established. 

A great deal of BDSA’s time is spent in analyzing pending legislation. It is 
a common practice for congressional committees to ascertain the positions of 
the various Government departments on pending legislation. Mr. MeCoy be- 
lieved that the Department of Commerce is doing a good job in this respect. 

Mr. McCoy also joined the earlier speakers in urging industry’s participation 
in the WOC program. 


MODIFICATION OF THE DEFENSE MATERIALS SYSTEM 


Mr. William C. Truppner (adviser on mobilization controls, BDSA) explained 
that the defense materials system, as modified, represents the combined efforts 
of Government and industry. <A great effort was made to obtain the advice and 
assistance of industries such as the automotive and aircraft, because they ac- 
count for a substantial portion of the Nation’s wartime production. 

Simplification has been accomplished of the defense materials system (in 
operation since July 1, 1953) by the issuance of a set of revised DMS regulations 
which became effective on April 1, 1954, Mr. Truppner pointed out. This 
mechanism provides not only for the channeling of materials to the current 
defense programs but also for an orderly and rapid expansion of military and 
Atomie Energy Commission production and construction in the event of a new 
emergency. 

Under this new system military contractors are assured of their actual 
material requirements to meet defense production schedules—but no more. 
Should circumstances require an increase in defense production, this will assure 
that the maximum possible share of critical materials would remain for essential 
civilian use. 

In his address to the Congress on the state of the Union, President Misenhower 
said, “lhe ability to convert swiftly. from partial to all-out mobilization is 
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imperative to our security.” Rapid conversion from partial to all-out mobiliza- 
tion necessitates a knowledge of material requirements for military production, 
together with a related set of production and material-control procedures. 

The new DMS is essentially a preparedness measure. It provides the basis 
for keeping in readiness machinery to be put into immediate, effective operation 
in the initial stages of all-out mobilization. Past experience has shown that 
from 9 months to a year are required to establish a controls system on an 
efficient operating basis if it is necessary to start from scratch, and it is highly 
unlikely that such a period of time will be available for preparation should a 
state of emergency occur in the future. 

Primarily, the DMS requires only prime military and AEC contractors and 
their few suppliers of major components to maintain records of material allot- 
ments. It is required that these records cover 85 percent of the total material 
needed for military and atomic-energy production and construction, thus elim- 
inating the maintenance of allotment-accounting records for thousands of sub- 
contractors. All subcontractors below the level of prime are authorized to 
use automatic-preference ratings or self-authorization authority on their purchase 
orders. 

In summary, the defense-materials system was revised so as to make it adapt- 
able to meet any one of four possible contingencies : 

1. Continuation of the cold war with no increase in military production.— 
During a period in which the threat of armed conflict continues but a reason- 
ably comfortable situation with respect to controlled material exists, it is essen- 
tial that the DMS procedures be stripped to the barest minimum consistent 
with the retention of a controls framework for war preparedness. This has 
been accomplished by substantially reducing the materials bookkeeping required 
of principal contractors as indicated above in providing for a simple identifi- 
cation of military and AEC orders for all subcontractors below the level of the 
prime. This in effect reduces the bookkeeping chore required of military and 
AEC suppliers to one of very reasonable proportion. 

2. Armed conflict on a limited scale—Should the United States engage in 
conflict short of all-out war, an increase in military and atomic-energy require- 
ments can be anticipated. The maintenance of the allotment flow from the 
ODM to the Defense Department and the Atomic Energy Commission, and from 
these agencies to the prime contractors, would insure that the total amount of 
matertals actually purchased by military suppliers could be approximately lim- 
ited to their actual needs. By this means, the residual remaining for civilian 
use would be maximized so as to avoid to the greatest possible degree the 
necessity for extending controls over the entire civilian economy. 

3. All-out war with or without atomic weapons.—The limitation of the allot- 
ment pass-through and materials bookkeeping to the prime contractor and a few 
selected suppliers would place a substantially greater responsibility for meeting 
nilitary production schedules on the prime contractor. By making it possible 
for the prime contractor and many of his subcontractors to operate through a 
system of simple defense identification, military suppliers could rely very much 
more heavily on their normal peacetime materials purchasing and production 
scheduling procedures. During the first year after M-Day, it is anticipated that 
this would prove to be a much more effective tool for achieving scheduled military 
goals than the systems employed in past emergencies. 

4. In the event of bomb damage to units in the chain of military subcon- 
tractors.—The flexibility provided by the defense materials system would make 
it possible for the military contractors to substitute new suppliers for any bombed 
out links in their defense supply chain. The establishment of a simple identifi- 
‘ation system for military subcontractors will provide as much flexibility to the 
prime contractor in this eventuality as he has under emergency conditions 
during peacetime. 

Mr. McCoy indicated that plans are being made to consult each industry regard- 
ing allocation of production planning under full mobilization conditions, i. e., the 
establishment of tentative levels for every industry so that each will know what 
to expect with regard to military and nonmilitary requirements under assumed 
conditions. 


ACTIVITIES OF THE AGRICULTURAL, CONSTRUCTION, AND MINING EQUIPMENT DIVISION 


Mr. John F. Skillman (Deputy Director, the Agricultural, Construction, and 
Mining Equipment Division, BDSA) joined in welcoming the conferees, and he 
especially thanked those who came on last-minute invitations to replace persons 
who were unable to attend 
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In addition to agricultural equipment, construction machinery, and mining 
equipment, the Division, Mr. Skillman explained, now also has cognizance over 
oil-field equipment which was formerly handled by the Department of the 
Interior. Instead of the 141 persons which were employed in the Division 
during NPA days, the staff now numbers only 6. 

Despite its small staff, the Division is engaged in numerous activities. It 
played an important role in connection with revisions to the DMS and drafted 
a pamphlet explaining the regulations in lay language. It has also been very 
active in estimating requirements for total mobilization. With respect to rapid 
tax-amortization applications, the bulk of the activity has centered on construc- 
tion machinery and oil-field equipment rather than on agricultural equipment 
since most of this industry’s expansion programs have been fulfilled. It was 
unnecessary, during the last 6 months, to issue any directives to this industry. 

Because of the light military demand on this industry, the Division has been 
able to concentrate on business services, which included recommendations on 
pending legislation. Among the bills reviewed was one which would have required 
the industry to put shop numbers on equipment and one which would have 
changed the terms for contract payments. Both bills were opposed by the Sec- 
retary of Commerce. The Division also actively participated in the recommen- 
dations on the Randall Commission report. 

Another activity pertains to embassy reports. The Division receives a steady 
flow of these economic reports from United States Embassies in foreign coun- 
tries. Many of these reports contain unclassified material. After they are 
edited by the Division staff, they are passed on to the Farm Equipment Institute 
for publication and distribution to the industry. Many expressions of apprecia- 
tion for this service have been received by the Division. 

Mr. Skillman also referred to a document entitled “Farm Machinery and 
Equipment, Including Tractors,” which had been discovered by Mr. R. D. Merrill 
of the Division’s staff. This is a reference manual showing source material 
for regarding the various Government activities with respect to farm machinery 
as well as for publications and statistics not furnished by the Government. The 
document is being brought up to date and will be submitted to the Farm Equip- 
ment Institute which will determine whether it should be published. If the 
document is considered worthy of publication, the industry and the association 
may be asked to contribute funds for this purpose. 

The Division has also been investigating to determine whether any areas of 
Government competition exist but as yet none have been discovered. This find- 
ing has been conveyed to the industry with a request for affirmation. Consider- 
able Government competition was found in the repair of construction machin- 
ery; the matter is being discussed with the Corps of Engineers to see if a plan 
can be devised whereby such work can be channeled to private equipment deal- 
ers. Investigation of this matter also revealed the harm which potential dump- 
ing of construction machinery parts might wreak on the industry, and steps 
are being taken to prevent this. 

Considerable effort of the Division staff has been devoted to the removal of 
unnecessary export controls and good cooperation has been obtained from the 
Bureau of Foreign Commerce in this respect. 

Regarding the continuity of production program, the industry has been in- 
formed of the various measures which it can undertake and of the Division’s 
willingness to assist in such programs. 


FARM MACHINERY REPLACEMENT STUDY 


Early in 1952, Mr. Merrill recalled, the Office of Defense Mobilization con- 
ducted a study of the necessary requirements for the military and the civilian 
economy under total mobilization. The initial study was based on a division 
of the estimated gross national product between the military and the various 
segments of civilian industry. However, the total requirements which were 
calculated on this basis were found to be beyond the apparent productive ca- 
pacity of the country. Therefore, a second study was necessary. This time, each 
division was required to submit estimated minimum requirements for a hypo- 
thetical 3 years of total mobilization. In arriving at minimum requrements, 
during emergency periods the Division worked closely with the Department of 
Agriculture, which is the claimant agency for the production of farm machinery 
and other items necessary to produce food and fiber. 

Also, to avoid repetition of the situation which occurred in 1943 when the 
industry’s base period was reduced to 23 percent of its 1941 production level, 
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it was decided to conduct a study of the useful life and annual disappearance of 
machinery on farms. Here again, the staff of the Division worked closely with 
the Department of Agriculture. The computations obtained from this study 
were used to compile the minimum requirements. The study showing replace- 
ment requirements is most valuable in that it has enabled the Division to start 
negotiations with ODM at a much higher level than was heretofore possible. 

Aside from its usefulness in computing requirements, staff members felt that 
the study would be valuable to industry. To test its merit, statisticians from the 
various segments of the industry were invited to evaluate it. They were to 
report to Mr. A. King McCord who is serving as an adviser to the Division, as to 
whether it should be printed for distribution to the industry. Mr. McCord will 
then discuss financing arrangements with the executive committee of the asso- 
ciation. 

The agency in the Department of Agriculture which has been spearheading 
the project is the Mobilization Activities Division, Commodity Stabilization 
Service. The Deputy Director, Mr. Bruce Easton, and Mr. F. M. Johnson, Chief, 
Farm Machinery and Supplies staff, who have been monitoring the project, were 
introduced to the conferees by Mr. Merrill. 

Before showing charts depicting annual replacement requirements for various 
types of farm machinery and equipment, Mr. Easton recalled the effect of the 
original WPB order which cut the industry’s production back to 23 percent of 
the 1941 level. Although it remained on the books for only a short while, about 
11% years were required by industry to catch up with its mill schedules. A simi- 
lar situation arose during the early days of the Korean emergency, but this was 
forestalled by the prompt action of NPA officials and industry men who were 
successful in having an order adopted which helped to facilitate operations 
until the CMP was placed in operation. 

Because of these past experiences, methods were investigatd by which require- 
ments could be better established and by which those concerned could be im- 
pressed with the importance of having sufficient farm machinery to maintain the 
agricultural plant to produce the food required in periods of emergency. 

Looking back at the great amount of mechanization that has taken place since 
World War II, Mr. Easton noted that much of this equipment is now ready for 
replacement; thus, the replacement factor becomes more important than before. 
The study shows, he said, that as mechanization increases, replacements will 
continue to rise. He emphasized that the study is designed to show the replace- 
ment level as of 1952, and not the national requirements, and he urged the 
conferees to bear this in mind at all times. Requirements would have to take 
into consideration depreciation in manpower, horsepower, etc., as well as stepped- 
up food requirements. Mr. Johnson then presented and explained the charts 
which dealt with equipment such as wheel tractors, farm elevators, dairy equip- 
ment, corn pickers, pick-up balers, barn equipment, and many others. 

Discussion.—Answering a question, Mr. Easton explained that the charts were 
prepared on the basis of 1952 figures because those were the latest figures avail- 
able. The study, he added, is merely a platform for the development of require- 
ments, and the figures can be adjusted in accordance with food goals established 
for a particular period. 

Answering another question, Mr. Johnson explained that, assuming a loss of 
¥% million workers and 200,000 horses and mules from farms, it will be necessary 
to compute the number of tractors that would be needed to replace such losses. 
The replacement factor is constantly under review as is the food goal. Another 
factor which must be considered is the concentration of the production of certain 
crops in new locations which would call for larger requirements than if the 
production took place in its normal locale. Mr. Johnson recalled the incident 
during World War II when enlarged soybean production was needed. Expansion 
took place in Arkansas, rather than Illinois, Indiana, and Ohio, with the result 
that more combines were needed than if the expansion took place in the other 
areas. 

A question was raised as to whether, in another emergency, the Department 
of Agriculture would again control the distribution of farm machinery at the 
retail level. Mr. Easton explained that while the Department has the power 
to do this, he hoped it would never be necesary to use such authority. Such 
controls would probably only be used as a last resort in periods of full mobiliza- 
tion. A conferee commented that allotment of farm machinery at the retail 
level should be left to distributors. Mr. Easton assured him that the Depart- 
ment has no intention of using its authority ; rather, its aim is to see that enough 


machinery is produced to do the job. 
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Referring to the study which was presented to the group, a conferee questioned 
whether the charts should be published since the information they contain is 
not complete. Mr. Johnson explained that the information not contained on 
the charts is classified and therefore cannot be published. This information is 
under constant review and the industry would be apprised of its nature only if 
an emergency should occur. At that time, the industry, through its industry 
advisory committee, would have an opportunity to consider whether appropriate 
levels have been established. 

Mr. McCord revealed that considerable interest has been expressed in the 
charts by persons who are neither members of the industry advisory committee 
nor the Farm Equipment Institute. Publication of the charts poses an em- 
barrassing problem for the Department of Agriculture since it has no funds for 
this purpose. However, Mr. McCord suggested, if enough interest is shown in 
having the charts published probably the Farm Equipment Institute might be 
induced to finance the project. Mr. McCord asked that those interested in 
receiving the charts make their wishes known to Mr. Merrill, who will then 
get cost estimates and try to work out some method of funding. 


REMARKS BY UNDER SECRETARY OF AGRICULTURE TRUE D. MORSE 


After being introduced to the group, Mr. Morse commented that he has never 
before served in Government. He reviewed his 26-year business background 
and assured the conferees of his comprehension of business problems. 

He also expressed great satisfaction with the cooperative spirit which now 
prevails among the various Government agencies. 

Referring to the agricultural program, Mr. Morse said that he was much en- 
couraged by the support that it is gaining both among Members of Congress and 
throughout the country. For the latter situation he gave much credit to in- 
dustrial leadership such as that represented at this conference, in enlightening 
the farmers. 

The Department of Agriculture is intensifying its efforts to serve both the 
farm equipment producing industry and the farmers, through the engineering, 
testing and development work which it carries on and with which the industry 
is well acquainted. Mr. Morse invited the conferees to visit the experiment 
station at Beltsville, Md., and offered the services of the Department for what- 
ever assistance it could give. 

Attention of the conferees was also called to two developments relating to the 
reshuffling of acreage which are being closely watched by the Department. One 
of these is the problem of diverted acreage and adjustment of farm equipment 
to use on other crops. The other problem is that of moving cropland into its 
best adapted use. 

Whether the recommended farm program is approved by Congress or not, the 
Government faced the necessity of imposing production controls on at least some 
of the major crops, particularly cotton and wheat, Mr. Morse said. As these 
acreages are taken out of the crops to which they have been devoted, there will 
be a process of adjusting farm equipment to some other use. A recent survey, 
Mr. Morse revealed, indicated that in a 5-State area, hard hit by devastating 
winter windstorms, an estimated 7 to 9 million acres of grassland which might 
better have been left as grassland, have been broken out to other crops. During 
the transition period to peacetime requirements, Mr. Morse hoped that attention 
would be given to more proper land uses. In other words, land should be planted 
with crops for which it is best suited and land subject to erosion should be 
planted to grass or timber to preserve it for future use. 

Judging from the experience of the last 15 months, Mr. Morse saw signs of 
agricultural stability as, for example, the narrowing of the gap between price 
declines in farm commodities and the products which the farmer must buy. He 
believed that once the adjustment period is hurdled, farm operations will take 
an upturn. 

Commenting on the matter of price supports, Mr. Morse explained that these 
play a very small part in determining what will make farm profits. Rather, 
he emphasized, farm profits will be determined on the farm by the ability and 
capacity of individual farmers to bring control costs, to obtain more crops per 
acre, more livestock per animal, ete. 

Mr. Morse paid high tribute to the agricultural equipment industry for its 
efforts in leading the farmer forward into better farm management practices. 
He offered whatever assistance the Department could give to encourage such 
practices. 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1937 


Mr. Teetor congratulated both Secretary of Agriculture Ezra T. Benson and 
Mr. Morse on the manner in which they are handling the Department of 
Agriculture. 

EXPORTS OF FARM MACHINERY 


Bringing agricultural production within proper limits will greatly ease some 
of the problems respecting aid to American industries in finding markets abroad, 
Mr. Marshall M. Smith, Deputy Asssitant Secretary for International Affairs, 
said. 

The field for exports of farm machinery in the long run offers grounds for 
optimism because the technical assistance work being done in many of the unde- 
veloped countries will inevitably provide a growing market for agricultural ma- 
chinery. Mr. Smith cautioned, however, that the demand may not be imme- 
diate. He believed, rather, that there will be a gradual growth in foreign coun- 
tries of appreciation of what American agricultural machinery can do for 
them. Another note of caution was that the industry would meet more compe- 
tition in the future. This industry has been exceptional from the standpoint of 
exports because it has led the world in developing new and better products and 
adaptations of those products, with the result that exports have not been 
hampered as much as in some other machinery exports. 

The Bureau of Foreign Commerce is very much concerned in the matter of 
foreign relations not only from the standpoint of preserving present markets 
but in expanding them and finding new markets for the things that the industry 
produces; also perhaps, through channels of investment, preferably of a private 
character, the implementation of the demands which will inevitably grow out of 
the technical assistance work in which America is lending a helping hand through 
FOA. 

Mr. Smith expressed gratification that the industry is not too much concerned 
about imports, and he doubted that it should be so long as it continues to 
progress; furthermore, with the tremendous domestic market, he believed it 
unnecessary to dwell too much on the question of imports. 

Another aspect on the export side is the question of controls, Mr. Smith noted. 
He was aware of the fact that this industry feels that farm machinery is not of 
a strategic character. This view is not shared by some, who feel that all prod- 
ucts are of a strategic character. The matter of delineating between strategic 
and nonstrategic products is being studied in cooperation with other friendly 
nations and, within the next few months, a new pattern may be developed which 
will provide the industry with more export outlets than it presently enjoys. 
One step in this direction is indicated by the export control regulations concern- 


ing Latin America. 
DISCUSSION OF FOA POLICIES AND PROGRAMS 


Mr. John H. Stambaugh, Assistant Deputy Administrator of the Foreign Opera- 
tions Administration, explained that funds requested for the next fiscal year 
amount to about half of the amount appropriated for the current fiscal year. 
If the amount requested in granted, approximately $214 billion will be for 
military support under the mutual-security program, $1 billion for Indochina, 
$200 million for rehabiltation of Korean railroads, agriculture, power systems, 
educational systems, etc., to afford the courageous people of Korea a chance to 
resume their positions in the economic community. 

Of the funds to be allocated to the technical-assistance program, 60 percent 
will be for agriculture. This program, Mr. Stambaugh predicted, will produce 
some really long-range benefits to American industry. The Institute of Inter- 
American Affairs, he revealed, has spent about $15 million in the past 12 years 
on health work. When it started, the imports of pharmaceuticals from the 
United States to Latin America amounted to about $2 million. Last year, the 
figure was $90 million. Mr. Stambaugh attributed this increase to effective 
methods in teaching people in underdeveloped countries the values of improved 
technologies. He foresaw excellent opportunities for augmenting trade in 
countries below the Rio Grande because of the outlook for a vastly increas- 
ing population in those countries. Many of the obstacles to foreign trade with 
which industry must now contend can be overcome by an enlightened approach, 
Mr. Stambaugh believed. He believed that teams sent into underdeveloped areas 
by FOA can do much to stimulate confidence in the aim of American business to 
improve the lot of the average person by mass-production methods, which results 
not only in cheaper products but higher wages. 
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Mr. Stambaugh asked for industry's cooperation in creating a better climate 
for free enterprise. It is industry’s responsibility, he emphasized, to help more 
people of the world to have access to better markets. Such efforts will result 
in greater stability of both people and governments which, in turn, will defeat the 
battle of ideologies which is raging now. 


EXPORTS AND THE EXPORT-IMPORT BANK 


Mr. Lynn U. Stambaugh, Deputy Director of the Expori-Import Bank, spoke 
on the organization and functions of that agency. The Export-Import Bank, he 
said, is a Federal corporation and, by the terms of its charter, is an independent 
agency of the United States Government. Its principal statutory function is to 
aid in financing and to facilitate exports and imports of the United States and its 
possessions. In carrying out this function it is guided by statutory requirements 
such as ascertaining that there is reasonable assurance of repayment of loans; 
fostering and encouraging the use of private capital, and not competing with 
private capital. 

The bank has been in existence since 1934 and during those 20 years has 
authorized credits amounting to about $6.5 billion. The bank has lending uuthor- 
ity of $4.5 billion annually and, at present, about $1.3 billion is unused. 

The bank is returning a profit to the United States Government of more than 
$50 million a year after payment of all expenses, including interest to the United 
States Treasury for money borrowed. Out of its profits, the bank has accumu- 
lated a reserve of about $325 million. Its losses during the past 20 years have 
amounted to $500,000. 

The bank has authority to finance the export of any product manufactured 
in the United States, which would include farm machinery. To maintain a 
healthy export trade, industry must be interested in imports, Mr. Stambaugh 
emphasized, adding that this is the means by which customers are supplied with 
dollars to purchase American products. 

In the 20 years it has been operating, the bank has financed about $220 million 
worth of farm machinery. This is not a great amount as compared with the 
total amount of financing that the bank has done, Mr. Stambaugh observed, nor 
is it great in comparison with exports of farm machinery. In 1952-53 exports 
were less than $250,000, and the amount financed by the bank was about 4 percent 
of the total exported. The reason for this small showing, Mr. Stambaugh believed, 
is that in the past the export of farm machinery has not required financing from 
public funds. A different situation exists today, however. According to reports, 
manufacturers of other countries can sell credit to customers. This places the 
American producer at a competitive disadvantage. This industry as well as the 
construction machinery industry have no competitive problems insofar as quality 
or price are concerned. The American product is desired everywhere because 
of its quality and customers are willing to buy it even at a greater price. 

Mr. Stambaugh believed that the Export-Import Bank is prepared to meet 
the credit problem. The matter is being studied with the idea of devising some 
method of financing, not just for farm machinery but for American products as 
a whole, that will enable industry to solicit orders abroad with assurance that 
American manufacturers will be able to finance such orders if they must be 
taken on credit terms. A great deal has been said, Mr. Stambaugh pointed out, 
about placing the bank in the position of issuing credit insurance. Bank offi- 
cials have always construed the legislation creating the bank to mean that it 
was the bank’s responsibility to finance United States foreign trade on a sound 
basis, i. e., on a basis that would create permanent and continuing markets abroad 
for American products and not in an indiscriminate fashion that would use up 
the dollar repayment capacity of the importing country with a few sales without 
giving consideration to some method of replacing or increasing that dollar repay- 
ment capacity. With that in mind, the bank has conducted its financing opera- 
tions on a selective basis, using the following criteria: (1) will the transaction 
be of benefit to the foreign commerce of the United States; (2) will it improve 
the economy of the importing country; and (3) will it increase the capacity of 
the importing country to earn United States dollars or to save United States 
dollars that are currently being expended for the importation of essential require- 
ments or, on the contrary, will it impose an additional burden on the short dollar 
supply of that country. 

Should the bank decide to issue export credit insurance rather than loans, it 
would still have to follow a selective basis to satisfy the criterion of benefiting 
American industry in markets abroad. 
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The industry’s suggestions and recommendations will be most welcome, Mr. 
Stambaugh indicated. 

Discussion.—Answering a question, Mr. Stambaugh stated that he had heard 
that 21 countries, including Great Britain and Canada, have methods of financing 
foreign trade with public funds. In the field of consumables and durable goods, 
neither the German nor the British plans offer greater advantages than the 
method employed by the United States. In the field of capital goods, however, 
those countries go all out to sell credit rather than merchandise. It is to Ger- 
many’s advantage to become a creditor nation, Mr. Stambaugh explained. The 
United States on the other hand, has the problem of enabling trading partners to 
earn dollars because United States producers cannot sell goods for anything but 
dollars. 

He explained how the bank finances loans, as follows: When a company finds 
that it has an opportunity to make a sale broad, it furnishes details of the sale 
to the bank. If the bank decides that the transaction meets its standards, it in- 
dicates the extent to which it will finance; the producer or his bank provide the 
balance required to finance the transaction. 

Most of the less developed countries must industrialize to improve their econ- 
omies, Mr. Stambaugh declared, adding that they cannot accomplish this until 
their agricultural industry is sufficient to feed the population that is carrying 
on the activity. Therefore, the export of farm machinery to improve the agri- 
cultural economy is vastly important in trying to create markets abroad for 
all United States industry, Mr. Stambaugh believed. 

Commenting on Mr. Stambaugh’s remark regarding the advantage which Amer- 
ican products enjoy because of their quality and regardless of their price, Mr. 
Teetor pointed out that while this was once true, such a situation no longer 
prevails. Improvement in production methods coupled with low wage rates in 
foreign countries have enabled foreign producers to make considerable inroads 
in export markets. 

Several conferees expressed the belief that export credit insurance would aid 
greatly in the securing of foreign markets. Mr. Stambaugh reiterated that the 
matter of long-term credits is being studied and that procedures are expected to 
be evolved which would enable American exporters to more effectively meet such 
competition in sales to countries which are short of dollars. However, he em- 
phasized, the policy of the Export-Import Bank will continue to be to assist in 
tinancing United States exports only on a selective basis. 

Mr. Stambaugh agreed with a conferee who stated that since products of this 
industry pay for themselves in use and create wealth, these products enjoy a 
preferred position as far as the bank is concerned. 

Mr. Smith revealed that many European nations having export credit insur- 
ance plans are greatly concerned over the matter and feel that it has gotten 
completely out of hand with more harm than good being experienced by creditor 
nations. Mr. Smith strongly supported Mr. Stambaugh’s stand respecting financ- 
ing assistance on a selective basis, and he believed that the European contries 
that have started the uneconomic export credit insurance race are beginning 
to see that they must prescribe some limits in order to halfway enjoy oppor- 
tunities for fair trade rather than the type of transactions which are unrelated 
to the basic principles of good business. 


DISCUSSION OF STATISTICAL PROGRAMS 


The census of manufacturers and of business nomally would have been taken 
in 19538, but Congress failed to appropriate the necessary funds, Mr. McCoy 
explained. However, the Secretary of Commerce has asked for authority to con- 
duct the censuses in 1954, and legislation is now before Congress. Even if the 
authority is granted, it will still be necessary to obtain an appropriation of 
funds before the census can be taken. If the legislation is not approved, the 
next census will not be taken until 1958, which means that basic economic in- 
formation will not be available until 1959 or 1960. 

Congress also failed to grant sufficient funds to enable the Bureau of the Census 
to conduct its annual surveys of business, with the result that some are being 
dropped. Mr. McCoy asked whether the industry could finance the survey 
covering its products. 

Mr. Teetor called attention to the great lack of appreciation of what business 
Statistics are for and how they are used. Industry can help this cause by in- 
forming their Representatives and Senators of their interest in the censuses 
of manufacturers, minerals, and agriculture. All are needed. He cited the 
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poor statistics which are available on the construction industry, and the need by 
both Government and industry for better figures. 

Industry members agreed with Mr. Teetor on the importance of having good 
statistics and pointed out the industry is entirely dependent upon the Bu- 
reau of the Census and surveys for reliable information which can be used to 
determine trends and requirements of agriculture for its products. The con- 
ferees also called attention to the fact that the advisory committees which 
guide the Bureau of the Census have consistently had representation from trade 
publications and newspapers but not from this industry. This industry has a 
very strong interest in the census and should be represented when the program 
is being formulated, the conferees contended. 

The conferees also urged that instead of a complete count of every animal and 
only a sample count of tractors, the procedure should be reversed to give the 
industry an idea of the tractor distribution. 

Criticism was also leveled at the census of business for the lack of segregation 
as to wholesalers and retailers as well as of the various industries. 

Mr. Teetor explained that the Department of Commerce is compiling statis- 
tics only in those areas represented by large strategic industries which are 
needed for basic analysis of economic conditions. If the industry must have 
detailed figures, it will have to undertake such projects itself, he believed. 

Mr. McCord emphasized that the Department of Commerce could be of great 
service to the industry in the matter of compiling statistics. He mentioned the 
annual census of shipments which though lacking in certain elements, is helpful 
to the industry in its present form. He believed that the FEI Committee on 
Statistics would be glad to consult with the Bureau of the Census on this project. 
Mr. Teetor indicated that the budget of the Bureau of the Census has been 
drastically curtailed but that he would explore the matter to see what could be 
done. 

CONCLUDING REMARKS 


The conferees were unanimous in their expressions of appreciation for the time 
and effort which the various Government officials spent in arranging the day’s 
attractive program, which was both gratifying and informative. 


MINUTES—CONSTRUCTION MACHINERY INDUSTRY CONFERENCE, May 6, 1954 
PURPOSE OF THE MEETING 


Executives of the construction machinery industry met with officials of the 
Department of Commerce to consider the following agenda: (1) Organization 
and operation of the Business and Defense Services Administration, (2) de- 
fense responsibilities of BDSA and the revised defense materials system, (3) 
Agricultural, Construction, and Mining Equipment Division, (4) industry point 
of view on Foreign Operations Administration, Export-Import Bank, and export 
controls. 

Mr. Lothair Teetor, Assistant Secretary for Domestic Affairs, was the presid- 
ing officer. 

INTRODUCTORY REMARKS 


Mr. Teetor welcomed the group, explaining that the meeting was of an informal 
nature, and that conferences are held with various industries under the aus- 
pices of the Business and Defense Services Administration, which is one of 
the divisions of the Commerce Department under his jurisdiction, to acquaint 
industry leaders with the organization and operations of the Department and 
to obtain industry views on governmentwide activities affecting industry and 
business. He assured the conferees of a sympathetic reception from officials 
recently recruited from industry who are cognizant of their problems. 

Conferees are invited from a cross-section of the industry to assure representa- 
tion from large, medium, and small segments and from widespread geographic 
areas. Trade associations executives are also asked to participate under a 
new policy of the Department, and notes are kept for the purpose of acting on 
industry suggestions and recommendations to the greatest possible extent. 

Each industry in the United States is represented by 1 of the 25 Industry 
Divisions comprising the Business and Defense Services Administration. Each 
division is staffed by personnel who are available to the industries they represent 
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in solving their problems. Acknowledging that industry has proven its ability 
and initiative in meeting industry problems resourcefully, Mr. Teetor said that 
there may be instances in which the Department can help in removing obstacles 
to business by presenting industry’s views to the appropriate Government agency 
or by arranging appointments with officials in those agencies. He invited in- 
dustry members to call these instances when known to the attention of the Com- 
merce Department. It is hoped that the Department will be considered a focal 
point for presenting industry problems, however, industry is by no means pre- 
cluded from contacting other agencies of the executive or legislative branches, 
Mr. Teetor stated. In conclusion, he paid tribute to the career personnel of the 
Department who are effectively serving in the fulfillment of Secretary Week’s 


aims. 
COMMENTS BY SECRETARY OF COMMERCE SINCLAIR WEEKS © 


Secretary Weeks joined in welcoming the conferees, apologizing for being 
unable to be with them at luncheon as planned. He expressed his pleasure in 
being with them briefly, saying that although he does not always have the oppor- 
tunity of sitting in at industry conferences, he has not missed any for some time, 
and that it is a “great treat” for him to see so many of his former associates in 
industry come to Washington to discuss problems of mutual interest. 

Speaking generally about the responsibilites of the Department, Secretary 
Weeks referred to accomplishments of the last 15 months. The removal of all 
controls and a return to a free economy was one of the first tasks undertaken 
upon his appointment. 

With the abolishment of the National Production Authority, certain of its 
responsibilities were combined with the domestic commerce functions of the 
sureau of Foreign and Domestic Commerce, and BDSA was established. The 
former BFDC was reorganized into the present Bureau of Foreign Commerce and 
other reorganization took place within the Department. This reorganization 
had to be done in the middle of preparing the fiscal year 1954 budget. 

It was rather difficult to convince Congress that the Commerce Department 

yas primarily responsible under its statutory authority for fostering and pro- 

moting commerce and that funds requested were necessary to perform the NPA 
functions carried over, the responsibilities assigned by the Office of Defense 
Mobilization, and the former peacetime services to business. In order to properly 
perform these functions in fiscal year 1955, an appropriation has been requested 
for a staff of 871 persons in BDSA. At the present time, there are fewer em- 
ployees in BDSA than the number of people assigned to the old BFDC which 
skyrocketed from its peacetime operations to a peak of 6,900 employees under 
NPA. Unless the Senate restores some of the funds requested, which were 
reduced by the House Committee on Appropriations to an amount below that 
approved for the 1954 fiscal year, the duties of the Department, together with the 
added responsibilities for defense planning, will have to be performed by a staff 
below pre-Korean levels. 

To further illustrate economies effected by the Department, Secretary Weeks 
reported that the personnel of the entire Department has been reduced from 
51,000 to 37,000 employees, which is a satisfying achievement from an economy 
standpoint, and the present administration is economy-minded. Another ac- 
complishment along the lines of economy was the cutting of Department over- 
head, or operating expenses, by almost 1 percent, or about $900 million. 

To reduce expenditures is not the only objective of the Commerce Department, 
however. Creating a climate that is agreeable, friendly, and helpful to business 
and in which viewpoints of industry and Government leaders are exchanged at 
industry conferences or in day-to-day activities, is one of the main purposes of 
the Department, Secretary Weeks said. Both the Department and BDSA are 
eager to help business and industry and to receive suggestions on how assist- 
ance can be given. On the other hand, it is against the policy of the Depart- 
ment and the administration to direct or control the activities of private 
enterprise. 

Secretary Weeks referred to several projects of BDSA which are intended to 
constructively assist industry. Among them is a survey of the current foreign 
economic situation and its effect on industry, Government activities in compe- 
tition with private enterprise, and defense plans which might prove burdensome 
to industry in the event of a future emergency. 

He was optimistic about the business outlook for the construction machinery 
industry and for the Nation’s economy as a whole. Construction awards show 
a substantial gain over 1953, leading to the conclusion that 1954 may well be a 
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top year in construction. The Commerce Department is discussing plans for 
the development and construction of more highways to carry the ever-increasing 
load of motor traffic. And, of particular interest to this industry, the new 
Federal-State-highway program just authorized and enacted into law, calls for 
the expenditure within the next few years of Federal funds totaling $966 million 
to be matched by the States among which they are distributed. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Mr. Charles F. Honeywell, Administrator of BDSA, described BDSA as a 
newly established unit of the Department of Commerce retaining the functions 
and responsibilities of its predecessor agency, NPA, and at the same time 
reactivating the Herbert Hoover concept of performing a service to business. 

BDSA is prevented from operating at the highest point of efficiency, how- 
ever, by a too-drastic reduction in staff upon the dissolution of NPA. For this 
reason, the Bureau of the Budget has approved an increase in appropriation 
for the 1955 fiscal year which it is hoped, as Secretary Weeks stated, Congress 
will likewise approve, thereby giving BDSA an opportunity to carry out its 
planned program. 

Mr. Honeywell described the WOC program which entails borrowing specialists 
and technicians from industry for from 6 to 9 months on a rotating, without- 
compensation basis. WOC’s as they are known, bring the industry viewpoint 
to Government at the top-policy levels to the advantage of both business and 
Government, and industry is responding to requests for key personnel by making 
arrangements for their tours of duty. At the present time, 27 WOC’s so loaned 
from industry have the opportunity to bring the voice of industry to Government. 
It was also noted that a roster of former key personnel in WPB, NPA, and 
BDSA is maintained and places on call about 1,200 alumni experienced in both 
Government and industry, should the need for their services arise. 

Trade association cooperation with Industry Divisions has also added to an 
understanding of broad segments of industries, Mr. Honeywell said. 

He reviewed the three major functions of BDSA as those related to imple- 
mentation of the Defense Production Act, execution of the ODM mobilization 
program, and service to business. 

In connection with the defense program, BDSA is responsible for providing 
a control system for allocating critical and strategic materials. The defense 
materials system was devised for this purpose and will be discussed in detail 
later in the program. Under the system, now in effect, approximately 1,000 
directives per month are issued to industry for the production of military or 
atomic-energy weapons and equipment. 

Mobilization responsibilities delegated to the Secretary of Commerce by the 
Office of Defense Mobilization, and which are assigned to BDSA, encompass 
such matters as stockpiling, expansion goals, tax amortization, pre- and post- 
attack planning, and industry evaluation. 

The service to business program is not aimed at duplicating the work of trade 
associations or giving special consideration to business. Rather the intent is 
to discover industry views on pending legislation, current domestic, and foreign 
affairs affecting the commerce of the Nation, and activities of Government de- 
partments. These views indicate economic trends and are used as a basis for 
Government planning. Examples of the types of subjects on which industry 
advice has guided BDSA and the Department of Commerce in making recom- 
mendations either to Congress or to other Government departments, as they are 
often called upon to do, are: Randall Commission report, Taft-Hartley amend- 
ments, disposal of surplus military equipment, Government activities in compe- 
tition with private business, ete. A close liaison has been established with key 
officials in the Department of Defense with a view toward assisting business. 
In matters affecting industry and business, such as the liquidation and distribu- 
tion of large military surpluses, BDSA acts as industry’s spokesman. It also 
cooperates with other Government agencies by furnishing the industry view- 
point on current business trends and activities. 

Mobilization planning.—Mr. Honeywell introduced Mr. H. B. McCoy (Deputy 
Administrator, BDSA) as a 34-year career employee upon whom he relies very 
heavily. 

Mr. McCoy briefly outlined the mobilization program as related to industrial 
preparedness. He suggested that only with full industry cooperation can the 
objectives of the program be realized. Basic legislation authorizing advance 
emergency planning, which has not been achieved in the past despite efforts to 
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do so, is provided under the Defense Production Act of 1950, as amended, and 
the original National Security Act of 1947 which established the Department of 
Defense. 

Responsibility for national security has been delegated to ODM which is now 
a permanent organization in the Executive Office of the President. ODM has 
delegated a major portion of the responsibility for implementing the mobilization 
program to the Department of Commerce. 

As has been stated by President Eisenhower in his state of the Union message 
to Congress, “the ability to convert swiftly from partial to all-out mobilization 
is imperative to our security.” Rapid conversion necessitates a knowledge of 
material requirements for military production, together with a related set of 
material and production control procedures. Were it not for the state of the 
world today, planning for all-out mobilization would be unnecessary. Present- 
day international conditions, however, demand defense preparedness. 

The defense materials system, evolved after consultation with numerous indus- 
try leaders and Government officials experienced in control procedures put into 
effect during past emergencies, provides for the channeling of materials to current 
defense production and in addition provides a basis for keeping in readiness 
machinery to be put into immediate, effective operation in the initial stages of 
all-out mobilization. This machinery is designed to assure a maximum possible 
share of critical materials for defense supporting and essential civilian require- 
menis after all direct military and atomic energy demand has been met. 

Within the last 16 months, the Department of Defense, at the direction of the 
Assistant Secretary for Supply and Logistics, Mr. Charles 8. Thomas, has com- 
piled, for the first time, accurate estimates of military requirements. Non- 
military requirements under several assumed degrees of emergency are expected 
to be determined by BDSA with the advice of industry in the next few months. 
Ideally, a predetermination of the production demands that will be made on each 
industry on M-day for both military and nonmilitary items would also be most 
helpful, and this is one of the objectives of the programs laid out for the national 
security. 

Another aspect of industrial preparediess is planning for disaster either on 
an industrywide or company-by-company basis to assure a continujty of vital 
production, It is recognized that an approach to the problems of an industry 
basis requires further discussion and consultation between Government and 
industry. Individual companies, however, can start putting into effect certain 
protective measures suggested by ODM and BDSA, some of which have already 
been carried out by a few industries and numerous individual firms. 

With respect to stockpiling objectives, BDSA acts as the claimant for require- 
ments of defense supporting and essential civilian industries represented by the 
industry divisions, and advises on the rate of accumulation for stockpile which 
may affect industry operations. Under a new policy announced by President 
Hisenhower, the stockpiling program is to be accelerated, adding other critical 
materials to the stockpile list and increasing existing goals. 

Mr. McCoy reiterated the need for industry cooperation in planning and carry- 
ing out all phases of the industrial mobilization program since the ultimate 
responsibility for its success rests with industry. 

Modification of the defense matcrials system.—Referring to revised DMS regu- 
lations which went into effect on April 1, 1954, and the apparent misunderstand- 
ing as to the simplification intent of the revisions, Mr. William C. Truppner 
(adviser, Industrial and Mobilization Controls, BDSA) reviewed events leading 
to the establishment of a controls system which is considered flexible enough to 
facilitate rapid conversion from partial to all-out mobilization and adaptable 
enough to meet requirements under several possible types of emergency. 

Primarily, DMS requires only prime military and AEC contractors and their 
few suppliers of major components to maintain records of material allotments. 
It is required that these records cover 85 percent of the total material used for 
military and atomic energy production and construction, thus eliminating the 
maintenance of allotment accounting records for thousands of subcontractors. 
All subcontractors below the level of prime are authorized to use automatic 
preference ratings or self-authorization authority on their purchase orders. 

By the April 1, 1954, revision, DMS was made adaptable to meet any of three 
possible contingencies : 

1. Continuation of the cold war with no increase in military production.— 
During a period in which the threat of armed conflict continues but a reason- 
ably comfortable supply of controlled materials exists, it is essential that the 
DMS procedure be stripped to the barest minimum consistent with the reten- 
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tion of an expansible controls framework. This has been accomplished by 
substantially reducing the materials bookkeeping required of principal con- 
tractors and by providing for a simple identification of military and AEC orders 
at all subcontractors’ levels. The bookkeeping chore of military and AEC sup- 
pliers, as indicated above, is thus reduced to one of very reasonable proportion. 

2. Armed conflict on a limited scale-——Should the United States engage in 
conflict short of all-out war, an increase in military and atomic energy require- 
ments can be anticipated. Maintenance of the allotment flow from ODM to 
the Defense Department and the Atomic Energy Commission, and from these 
agencies to the prime contractors would insure limitation of the total amount 
of materials actually purchased by military suppliers to their actual needs, 
leaving a maximum residual quantity for civilian use. By this means, the 
necessity for extending controls over the entire civilian economy would be 
avoided to the greatest possible degree. 

3. All-out war with conventional type weapons or with bomb damage inflicted 
on continental United States—Limitation of allotment pass-through and mate- 
rials bookkeeping to the prime contractor and a few selected suppliers would 
place a greater responsibility for meeting military production schedules on the 
prime contractor. The system of simple defense identification allows military 
suppliers to rely on their normal peacetime procedures in purchasing materials 
and meeting production schedules. During the fiscal year after M-day, it 
is anticipated that DMS provisions will be much more effective tools in achieving 
scheduled military goals than those employed during past emergencies. 

Since past experience has shown that it requires 9 months to a year to estab- 
lish an efficiently operating controls system which was started from scratch, and 
because it is highly unlikely that such a period of time will be available in a 
future emergency, BDSA is engaged in estimating general levels of production 
and materials requirements to support defense-supporting and essential civilian 
needs in an all-out mobilization period. It is contemplated that each industry 
division in the near future will arrange task group meetings with industry 
experts to work out standby directions for the production of nonmilitary items. 
These directions will be made public and distributed to manufacturers when 
needed. It is expected that details of the regulations limiting production will 
differ from industry to industry and reflect problems associated with various 
types of products. 

In summary, a system for increasing military and AEC production in an effec- 
tive, rapid, and orderly way, without dislocating the industrial economy, has 
been devised. A basis has been further provided by DMS for keeping in 
readiness machinery which can be put into immediate operation in the initial 
stages of all-out war. Moreover, in the event of bomb damage to units in the 
chain of military subcontractors, the flexibility of the revised DMS makes it 
possible for military contractors to substitute new suppliers for any bombed-out 
links in their defense supply chain. 


AGRICULTURAL, CONSTRUCTION, AND MINING EQUIPMENT DIVISION 


Mr. John F. Skillman (Deputy Director, ACME Division, BDSA) briefly 
described the organization and duties of the Division’s staff, explaining that its 
attention is centered on carrying out BDSA programs and objectives. 

Upon the dissolution of NPA, the three divisions formerly representing the 
agricultural equipment, construction machinery, and mining equipment industries 
were combined into the present ACME Division, with the additional responsi- 
bility for oilfield machinery and equipment formerly delegated to the Depart- 
ment of the Interior. 

Implementing the primary functions of BDSA, the Division coordinates cur- 
rent defense programs with industry. It is planned to select a committee from 
the construction machinery industry soon to review materials requirements, as 
presently estimated. Other defense activities include the approval of tax- 
amortization certificates and the issuance of priority directives. 

In connection with postattack measures to assure continuity of production, 
the Division is canvassing construction industry manufacturers through the 
Construction Industry Manufacturers Association to determine their views on 
what preventive and protective measures the industry can take against possible 
attack. The Division also publicizes attack plans of /individual companies for 
the benefit of others. 

Among services to business performed by the Djision is the presentation 
of industry views on pending legislation and other matters affecting business. 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1945 


These views are incorporated in overall departmental recommendations. A cur- 
rent bill mentioned as of possible interest to the industry is that concerning the 
utilization of fissionable materials by industry. Limitations in funds and per- 
sonnel prevent extensive services by the Division, however, it has been very 
successful in removing export controls on construction machinery by cooperating 
with the Bureau of Foreign Commerce to this end, and it is hoped that export 
controls will be minimized to an even greater extent in the future. Foreign 
trade reports which come in to the Department from the United States Foreign 
Service and other sources can also be made available to industry by arrange- 
ment with the Division. 

Mr. Skillman concluded his remarks by introducing the ACME Division staff. 

Industry views on. defense planning.—Reading a paper entitled, “Defense 
Planning for Construction Machinery,” a copy of which is attached, (attach- 
ment A) a conferee concurred in the conclusion that past experience indicates 
the need for advance defense planning. He noted that most of the suggestions 
he had to make are already being carried out under the ODM and BDSA mobil- 
ization programs. 

Because construction equipment of all types is used extensively for all needs in 
times of emergency, including military, industrial, and civilian purposes, ma- 
terials requirements should be established now and kept current to avoid the 
difficulties of the last two emergencies. 

During the Korean situation, of the 23 claimant agencies, 21 or 22 submitted 
requirements for construction machinery materials through the NPA Construc- 
tion Machinery Division. The absence of accurate requirements, including those 
of the military, and the inability of claimants to defend their estimates in the 
early stages of the emergency placed the onus of justification on the Division. 
The only information available on overall materials requirements of the indus- 
try was that obtained from sales records. 

Simplified unit bills of materials prepared by manufacturers in advance could 
be translated into total tonnage requirements and would be invaluable in justi- 
fying claims for materials at various levels of operation. Trade associations 
ean furnish information on types and sizes of units in service, or purchased 
annually, and other data which can be accurately converted into machinery re- 
quirements. Both trade associations and individual manufacturers would wel- 
come the opportunity of cooperating with the Government in successfully carry- 
ing out any phase of defense planning. 

As a matter of fact, the importance of construction machinery in times of 
emergency impels an industry recommendation, incorporated in this prepared 
statement, that Government officials responsible for defense planning direct 
claimant agencies to start immediately on the preparation of construction ma- 
chinery requirements which can be kept up to date and expanded on short notice. 

Construction statistics —Introducing Mr. Walter W. Schneider (BDSA), Mr. 
Teetor commented on the inadequacy of present construction statistics which 
are widely used in both industry and Government, and on the Department’s 
efforts to improve the collection and compilation of basic statistical data. Con- 
gressional delay in granting requested authority for the statistical program, as 
well as appropriations for new censuses of business, manufacturing, and mining 
which were last taken in 1947, has hindered the improvement of Government 
economic statistics. Industry support of Commerce’s requests for authority 
and funds with which to effectuate an adequate statistical program would be 
most appreciated, Mr. Teetor stated. 

Mr. Schneider reported on construction trends. According to available infor- 
mation, total new construction in 1954 is expected to increase by 2 percent. 
Residential units, commercial construction, highway construction, and sewer and 
water utilities all show an upward trend overbalancing declines in industrial, 
military, farm, and public housing construction. While this outlook represents 
national economic conditions, regional and State figures vary, with a softening 
indicated in certain areas. 

In view of numerous requests from industry for more complete and accurate 
estimates, the Department is contemplating reinstituting a series of construction 
figures on major segments of the industry by areas. It has been recognized that, 
in general, construction statistics have not been as good as they should have been 
for an industry representing approximately 14 percent of total gross national 
product. The Department is engaged, therefore, in an effort to collect reliable 
basic data which may be interpreted and published on a quarterly basis. Cur- 
rently, estimates for the construction machinery industry are furnished annually 
and are not available until 6 months after the end of the year. 
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With reference to the monthly industry report, Construction and Building 
Materials, it is hoped to collect information on new construction materials not 
now included in the index or on which information is available to the Department 
through the Bureau of the Census which reports less than half of the estimated 
$15 billion being spent for building materials. The new building material produc- 
tion index will reflect these current expenditures. Also, under a joint program 
between the Departments of Labor and Commerce, all Government statistics 
concerning construction, including employment, wages, housing, etc., will be 
contained in one publication. 

Other long-range statistical programs planned in connection with various 
classes of construction were described. These include estimates of basic raw 
materials consumption, labor requirements, and residential vacancies—all re- 
lated to statistical information on which Government policy decisions are based. 

Industry suggestions on improving statistical information.—Referring to the 
recent appraisal by the Commerce Department of Census Bureau statistical pro- 
grams, a conferee reported on two phases of construction machinery industry 
statistics considered of importance to both Government and industry. His state- 
ment, copy of which is attached (attachment B) is summarized below. 

The two phases of statistical information on which suggestions and recommen- 
dations were made are export statistics and general industry statistics. 

Export statistics which are derived from two Federal Government sources— 
customs declarations and the annual mandatory report (MA36A)—are in good 
order due to the cooperation between the industry and Government. There 
is some complaint, however, in the tractor and engine segment that too much 
detail is required on the customs declarations. It is suggested that those seg- 
ments work with the Census Bureau toward a reclassification of export declara- 
tions being given to the value of required statistical information. 

The second source of export statistics, the annual mandatory report (MA36A), 
should be continued. This report, as well as the voluntary quarterly report 
(M36A) provided both export and domestic statistics. However, since it is 
always quite late in publications, some means should be developed to expedite its 
issuance, or a semiannual report is a possible alternative. 

Annual or biannual data should also be gathered on material requirements 
for the more important controlled or strategic materials, and on probable in- 
dustry levels of operation as compared with capacity. The Department of 
Defense secures information of this kind as applied to military requirements. 
However, it is the industry’s opinion that all statistical information should be 
handled through the Census Bureau, the established civilian agency for making 
special studies for other Government agencies on request. 

A permanent standing Construction Machinery Industry Committee on Sta- 
tistics to work with and consult with BDSA and the Census Bureau is recom- 
mended. 

Another suggestion is that “facts for industry” reports as applied to this 
industry be continued, be made more complete, and be alined with the product 
assignment categories as used by NPA for controlled matrerials plan operations. 

Mr. Honeywell called attention to the cooperation of certain trade associa- 
tions in compiling statistical information which is furnished to BDSA for use 
in Government economic reports as well as to industry. 

Mr. Teetor added that some industries employ consultants to collect sta- 
stistical data and suggested that the construction machinery industry might 
be interested in inquiring into the possibilities of privately collecting informa- 
tion since congressional approval of the Census appropriation is doubtful. 

Tax revisions.—Mr. J. C. Dockeray (BDSA) reported the Department of 
Commerce view on H. R. 8300 which revises all sections except one of the Internal 
Revenue Code. 

The current revision of the Internal Revenue Code represents an attempt to 
achieve a greater degree of equity as between taxpayers. No comprehensive 
revision has been attempted since the income-tax law was first passed in 1913 
and, aS a consequence, the code has become a complicated and sometimes in- 
equitable body of law. Moreover, the last 2 decades may not have given sufficient 
emphasis to the place and importance of business investment in our economy. 
The new law attempts to restore investment incentive to its proper place and 
while the law is not intended to be a tax-reduction measure, it will represent 
revenue losses in the neighborhood of $1,500 million about half of which will go 
to individuals and half to business organizations. 

The three main features are (1) a partial relief from the double taxation of 
corporate dividends through the use of the dividend credit device, (2) more 
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liberal depreciation through permitting the use of a declining balance method 
at twice the straight-line rate or any other method not resulting in a faster 
accumulation of reserves, and (3) changes in the accounting provisions which 
will permit normal accounting practices to be used in keeping books for tax 
purposes. 

The Department is bringing the business viewpoint on these and other matters 
to the attention of the Treasury as rapidly as problems are isolated. One example 
of such a problem is the present provision limiting the use of the liberalized de- 
preciation to new assets acquired after December 31, 1953. This means that 
new firms starting out with used facilities or used machinery may not have access 
to the more liberal treatment. Another problem is the provision which states 
that in any merger involving a closely held corporation, the stockholders of the 
disappearing corporation must pay capital gains taxes on their new shares 
unless they have a continuing interest in the merged company of more than 
20 percent. This will make the present arrangement for tax-free exchange 
of stock virtually impossible. 

Industry views.—Conferees approved of the practice of discussing possible 
industry problems arising from the proposed tax revisions with the Treasury 
Department. They were particularly interested in the proposed provision for 
accelerated depreciation of new facilities and equipment. It was their opinion 
that better and more economic widespread results could be achieved by applying 
the liberalized depreciation method to used equipment. Purchasers of used 
equipment would be encouraged by the quick obsolescence provision. Many pres- 
ent large users of construction machinery began in operations with used equip- 
ment, it was explained. Moreover, distributors would be able to move used 
equipment which in turn would facilitate trade-ins, thereby increasing sales of 
new machinery. 

It was suggested by the conferees that a trade association representative meet 
with Mr. Dockeray for the purpose of formalizing industry views into a resolu- 
tion for submission to the Secretary of the Treasury and to the Senate Finance 
Committee. 


INDUSTRY POINT OF VIEW ON FOREIGN OPERATIONS ADMINISTRATION, EXPORT-IMPORT 
BANK, AND EXPORT CONTROLS 


Mr. Marshall M. Smith (Deputy to the Assistant Secretary of Commerce for 
International Affairs) gave a brief résumé of Department activities in the field of 
international trade. 

The main purpose of the Department is to break down existing barriers on 
the free flow of domestic and foreign commerce. Two questions of current 
interest in which the Government is actively participating concern export con- 
trols and financing export sales. With regard to export controls which are 
now being reviewed on an international scale, Mr. John Skillman is going abroad 
as a Commerce Department representative to participate in negotiations per- 
taining to modification of existing levels of controls. It is hoped that results 
of the review will be available by June of this year. 

A reexamination of export credits is also underway in European countries 
which have been insuring exporters’ credit-financing arrangements. With a 
return of foreign countries to more businesslike practices, and perhaps with 
similar assistance to United States exporters from the Export-Import Bank, a 
halfway mark may be met, Mr. Smith believed. 

Conferees expressed approval of these actions. An industry spokesman, on 
behalf of construction-equipment manufacturers present, thanked Secretary 
Teetor and the other Government officials at the conference for the opportunity 
of hearing a very excellent and competently prepared program on industrial 
preparedness matters and of presenting the industry point of view on foreign- 
trade matters of immediate concern. He added that the services of either the 
industry as a whole or individual industry members could be made available 
to Government for any of its programs. 

In order to contribute to wartime needs in the event of a national emergency, 
the construction machinery industry must remain vitally strong, he emphasized. 
While the industry is fully capable of solving its own problems under a free- 
enterprise system, many manufacturers of construction equipment feel that 
the foreign-commerce situation has become very perplexing especially in view 
of former satisfactory foreign-trade relations which extended over a 30- to 
40-year period prior to World War II. Although the industry is confident that 
it can meet foreign competition insofar as value, service, and performance of 
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its product, when unrelated issues are involved, such as the extension and 
insurance of foreign exporters’ credit terms by their native governments and 
banking facilities, the industry feels impelled to request assistance in the form 
of United States Government provision for equal competitive advantages in 
foreign trade. 

Foreign credit transactions.—A conferee read a paper on problems faced by 
construction-equipment manufacturers when requested by foreign customers for 
long-term credit extensions. A copy of the paper presented is attached (attach- 
ment C) and industry views follow in summarized form. 

With United States technical and financial assistance, foreign countries have 
rebuilt their economies and industrial potential. The rapid and strong return 
of these nations to capital goods world markets has resulted in price competition 
to American producers. Some segments of the United States capital goods in- 
dustry have been hard hit by price competition of foreign manufacturers whose 
labor costs are far below those of American producers. This is particularly 
true in the heavy engineering trades where direct labor costs represent such a 
large proportion of total manufacturing cost. 

Although the construction machinery industry is in a relatively better posi- 
tion pricewise and by virtue of customer preference, it is becoming increasingly 
apparent that one of the greatest competitive disadvantages lies in the inability 
of United States exporters to offer satisfactory or competitive terms in extended, 
or long-term, financing. Foreign competitors, on the other hand, have access 
te banking facilities willing to offer certain financial guaranties which enable 
long-term contracts. Any credit extending beyond 12 to 18 months is considered 
“long term” by the construction machinery industry. 

Not only do foreign competitors have access to financial institutions which 
enable the retail sale of their products, but also nearly all of the major industrial 
world powers have established other export trade incentives and aids, including 
insurance for bank credit. 

While domestic exporters are able and willing to enter into financial transac- 
tions unaided by Government, assistance is needed either from United States 
banks and financial institutions who can participate in long-term foreign credit 
arrangements, in certain instances without recourse to the exporter, who is neces- 
sarily limited by his own assets and resources, or from Government insurance 
against political and convertibility risks. 

It is believed that the Export-Import Bank has the necessary authority and 
technical ability to provide this assistance but that its principal activity seems 
to be financing large-scale economic development projects of foreign governments. 
In securing exporter credits or loan guaranties from the bank, the industry has 
experienced unsatisfactory delays in processing requests and final rejection. 

Recommendations and suggestions to improve operations of the Export-Im- 
port Bank include (1) restoration of the bank to an independent status, (2) 
permission to establish inter-Government arrangements for carrying out com- 
mercial transactions with authority to guarantee against inconvertibility of 
foreign currency, or loss from expropriation or other political disaster, (3) au- 
thority to give limited assistance in the actual financing of certain operations (aid 
to small business), (4) exporter participation, and (5) revision of United 
States banking laws to permit banks and financial institutions to participate in 
long-term foreign credit transactions insured by the Export-Import Bank. 

Similar recommendations have been made to the Export-Import Bank and sup- 
port is requested from the Department of Commerce in presenting these views to 
the bank and to the Senate Banking and Currency Committee. 

Discussion.—Commenting on the reference to large-scale economic development 
projects in foreign countries financed by the Export-Import Bank, Mr. L. U. 
Stambaugh (Deputy Director, Export-Import Bank) cited the statutory authority 
for the bank which states its purpose as facilitating United States exports and 
imports and aiding in financing. This purpose cannot be accomplished without, 
in many cases, extending credits. To date, the bank has aided in financing loans 
totaling $214 billion of which $200 million have been expended for the purchase 
of construction machinery in the United States to be used in all types of con- 
struction abroad—construction which is intended to facilitate United States 
exports. 

Due to misunderstanding of the bank’s functions, it is not realized that the 
bank does not finance so-called economic development projects but rather finances 
the purchase in the United States, with minor exceptions, of either machinery 
and equipment or technical services for the construction of permanent, economic, 
and worthwhile projects abroad which will have a continuing value to the coun- 
try involved and which will also create continuing markets for American-made 


products. 
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Mr. Stambaugh expressed full accord with the recommendations made by the 
industry for improvement of the bank’s operations, pointing out that when paper 
is purchased by the bank, it is without recourse to United States exporters. In 
addition, the bank assumes all risks. Insofar as facilitating credit arrangements 
in accord with customers’ terms and insuring the sale of commercial paper 
against convertibility risk, Mr. Stambaugh believed that possibly the bank could 
make arrangements similar to those worked out for the machine tool industry 
wherein manufacturers can grant credit terms within specified legal limits. He 
briefly described the arrangement solving the machine tool industry problem. 

Summing up the construction machinery industry problem, a conferee re- 

iterated its views on export sales credit financing and the current role of the 
ixport-Import Bank. The bank functioned very satisfactorily in the period 
preceding World War II. During the war, equipment was not produced in sufli- 
cient quantities to satisfy both domestic and foreign demand and no problem 
existed. However, in the past year or two, the bank does not seem to be fully 
utilizing its authority or performing as expeditiously as the industry should like 
it to perform. Emphasis is made not for the purpose of eliciting a defense of 
the bank’s activities but to indicate the impact on the industry of foreign 
competition in the area of credit financing. 

As now operating, the bank is of no help to the industry in its problem. It is 
believed, however, that statutory provision exists for the type of assistance 
requested. It is not known whether internal problems of the bank or top policy 
prevent adoption of the measures recommended, but the fact remains that the 
industry is hindered in its foreign-trade operations by certain factors beyond its 
eontrol. After satisfactory shipping and credit arrangements are made to 
deliver orders to South American or other foreign countries, United States com- 
mercial banks cannot or will not take the convertibility and political risks 
involved in financing the arrangements—again either because of existing regula- 
tions or policy. 

If it were possible for domestic financial institutions to either loan against 
risks of this kind or to guarantee them, the industry could arrange to sell excava- 
tors, scrapers, tractors, ete., which it cannot do now. For example, if a com- 
mercial bank would adopt a loan application or guarantee it against the combined 
credit of the manufacturer and the customer plus security in the way of a lien 
against the operating plant or on the equipment, it would be possible for United 
States manufacturers to extend credit for a 5-year period at 6 or 7 percent with 
only a 35- to 40-percent downpayment. 

Since commercial banks will not assume risks involved in arrangements of this 
kind, the industry asks whether the Export-Import Bank can help solve the 
problem. 

Mr. Stambaugh said that he would be pleased to receive these views in the form 
of a letter addressed to the bank. 

Foreign Operations Administration.—A conferee representing the small-busi- 
ness segment of the industry read a prepared statement criticizing actions of 
United States officials abroad, with particular referenec to FOA (formerly MSA) 
personnel. Letters received from overseas agents reporting cases of discrimina- 
tion against United States products at the suggestion of MSA personnel were 
included in the statement, copy of which is attached (attachment D). 

Other unfair trade practices and policies of FOA barring United States manu- 
facturers from selling their products in France, England, Italy, and the Belgian 
Congo were reported. The policy of United States officials abroad in restricting 
purchases of foreign countries’ requirements locally prevents the export of 
American-made products. 

An example of discriminatory practices as reported by Italian agents was 
Italy’s refusal to issue import permits for United States construction machinery, 
whereas competitors’ products were permitted to be shipped to Italy without 
restriction. Redtape connected with processing import and export permits als» 
delays the placement of orders for American goods. 

Based on letters and reports from abroad, the conclusion is reached that FOA 
is giving away mililons of United States tax dollars with restrictions as to where 
they are to be spent. Further, the offshore procurement program of the Depart- 
ment of Defense is authorizing the expenditure of United States funds without 
benefit to United States industry. United States expenditures abroad cannot help 
American national defense, it was stated, nor can they weaken Soviet influence 
unless foreign governments are wholly anticommunistic, of which there are 
very few. 

Reduction in United States export sales are accompanied by serious domestic 
unemployment problems which are now being faced by some of the small-business 
segments of the construction-machinery industry. Since the industry markets 





1950 WoOC’S AND GOVERNMENT ADVISORY GROUPS 


in Europe and the Western Hemisphere are being taken away, mainly by Euro- 
pean exporters who can offer limitless long-term credit backed by their govern- 
ment at the expense of United States taxpayers, the conclusion is reached that 
the United States must “stop sending more American dollars to Europe.” 

Discussion —Mr. J. H. Stambaugh (assistant to the FOA Administrator) 
informed the group that economic aid to Europe is to be discontinued in the 
1055 fiscal year and that the FOA budget has been reduced from $7 billion in 
the 1952 fiscal year to $4.7 billion in both 1953 and 1954. The appropriation 
request now before Congress for the 1955 fiscal year is for $34 billion, of which 
$2 billion is for direct military support, the balance to be distributed for 
rehabilitation purposes, special economic aid, or technical assistance in under- 
developed countries in the Middle East, Asia, and Latin America. West Ger- 
many will receive only a token amount for psychological purposes. 

With regard to references to cases of United States manufacturers being 
outbid by foreign competitors in purchases made by the Federal Government 
under economic-aid programs, Mr. Stambaugh stated that legally United States 
manufacturers must be given equal opportunity. He asked that any specific 
eases of this nature be reported to him, adding that both a reversal of policy 
and turnover in United States personnel abroad require time to be effected. 

From a long-range point of view, it should be pointed out that the benefits 
of the technical-assistance program are now becoming evident in the increased 
demand for construction machinery from countries formerly incapable of using 
American-made tools and equipment because of lack of technical know-how, 
Mr. Stambaugh stated. He concluded with the assurance that FOA is very 
conscious of industry problems and that its staff is engaged in attempting to 
create and expand markets for United States producers in countries possessing 
vast potentials for the purchase of United States consumer goods. 

Export licensing and controls procedure.—The industry’s appreciation for the 
efforts of BDSA and the Bureau of Foreign Commerce in recently removing 
export license requirements for certain types of construction equipment was 
extended by an industry member. 

Since the export licensing procedure is costly to buyer and seller, and none 
of the products in the construction-equipment categories are of military strategic 
importance in small quantities, the consensus of the industry is that no harmful 
results would occur in completely decontrolling construction equipment which 
is now classified according to eight different types, including tractors, cranes, 
shovels, and high- or airport-construction equipment. 

This equipment becomes strategic from a military standpoint only when 
purchased in abnormally large quantities. Single shipments of a particular 
item in quantities of 50 to 100 might wararnt investigation and consideration 
of a special licensing arrangement. Otherwise, the industry should like to be 
relieved of the export-license réquirements on shipments to continue outside 
of the Western Hemisphere. (See attachment E.) 

Concluding remarks.—Secretary Teetor assured the conferees that the De- 
partment in its review of international trade agreements as they affect United 
States commerce would study the industry’s suggestions and recommendations 
and take them into consideration in future revisions of export controls or foreign 
trade policy. He thanked them for spending the time and money to meet with 
the Department and repeated in behalf of the other Department officials their 
eagerness to be of service to industry. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Washington, D. C. 
MrnuTES—HANDMADE GLASSWARE INDUSTRY CONFFRENCE, May 20, 1954 


Lothair Teetor, Assistant Secretary for Domestic Affairs, Government presiding 
officer 


INDUSTRY ATTENDANCE 


Antonio Bischoff, Bischoff Sons & Co., Culloden, W. Va. 
W. H. Blenko, Sr., Blenko Glass Co., Milton, W. Va. 

C. C. Kohl, Bryce Bros. Co., Mount Pleasant, Pa. 

W. H. McCartney, Cambridge Glass Co., Cambridge, Ohie 
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Cc. W. Yergan, Cumberland Glass Co., Inc., Cumberland, Md. 

Carl B. Erickson, Erickson Glass Works, Bremen, Ohio 

F. M. Fenton, Fenton Art Glass Co., Williamstown, W. Va. 

R. F. Hannum, Fostoria Glass Co., Moundsville, W. Va. 

T. C. Heisey, A. H. Heisey & Co., Newark, Ohio 

C. W. Gustkey, Imperial Glass Corp., Bellaire, Ohio 

J. T. Ball, Imperial Glass Corp., Bellaire, Ohio 

Roger Weeks, Gundersen Pairpoint Glass Works, New Bedford, Mass. 
Joseph Courtney, Morgantown Glassware Guild, Inc., Morgantown, W. Va. 
John C. Weber, Jr., West Virginia Glass Specialty Co., Weston, W. Va. 
H. L. Dillingham, American Glassware Association, New York, N. Y. 


GOVERNMENT ATTENDANCE 


Department of Commerce: 
Sinclair Weeks, Secretary of Commerce 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
Samuel W. Anderson, Assistant Secretary for Foreign Affairs 
Carl F. Oechsle, Deputy to Assistant Secretary for Domestic Affairs 
Burt W. Roper, Office of General Counsel 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
©. F. Hughitt, Deputy Director, Consumer Durable Goods Division 
H. B. Sharpe, Deputy Director, Miscellaneous Metals and Minerals 
Division 
E. R. Killam, program executive, Consumer Durable Goods Division 
R. S. Blaisdell, public information officer 
Bureau of Foreign Commerce: 
Karl L. Anderson, Deputy Director 
Henry Chalmers, adviser on commercial policy 
Bureau of the Census: J. Edward Ely, Chief, Foreign Trade Division 
Department of State: J. A. Robinson, Commercial Policy staff, economic area 
Bureau of Customs: W. E. Higman, Division of Classification, Entry, and Value 


PURPOSE OF MEETING 


A conference was held on May 20, 1954, with representatives of the handmade 
glassware industry to discuss: (1) Organization and functions of the Business 
and Defense Services Administration, (2) preparedness for defense emergencies, 
(3) the tabulation of imports, and (4) industry problems such as (a) import 
competition, (b) the report of the Randall Commission, (c) the advance release 
to foreign governments of Tariff Commission recommendations, (d) the proposed 
increase in duty-free tourist allowance. 

Lothair Teetor, Assistant Secretary for Domestic Affairs, was the Govern- 
ment presiding officer. 


OPENING REMARKS 


After welcoming the conferees, Mr. Teetor presented the Honorable Sinclair 
Weeks, Secretary of Commerce, who addressed the group. 

A principal aim of the Department, Mr. Weeks explained, is to establish a 
climate in which businessmen will feel free to acquaint Commerce officials with 
industry problems and to suggest methods by which the Department can assist 
in solving them. He assured the conferees of full comprehension of industry’s 
views, pointing out that he as well as others in the Department have only re- 
cently been drawn from industry’s ranks to aid in carrying out the Administra- 
tion’s program. 

The basic mission of the Department is to exert all possible efforts in main- 
taining a stable and prosperous economy. Helping business is a major road to 
this goal. 

In recent years, Many new responsibilities have been lodged in the Depart- 
ment of Commerce, Mr. Weeks noted, particularly in the transportation field 
which utilizes about 95 percent of the budget. Some of the agencies involved 
in this area are: The Bureau of Public Roads, the Civil Aeronautics Administra- 
tion, and the Maritime Administration. Also under the Department’s jurisdic- 
tion are the National Bureau of Standards, the Patent Office, and the Coast 
und Geodetic Survey. Agencies serving the general business community are the 
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Business and Defense Services Administration (BDSA), the Bureau of Foreign 
Commerce (BFC), and the Bureau of the Census. This latter area is at present 
receiving considerable attention. Efforts are being directed at building back 
the business approach of the Department which, Mr. Weeks believed, had been 
pretty well watered down over the past 20-odd years. For example, the Bureau 
of Foreign Commerce, with the exception of its activities pertaining to export 
control, is currently operating with about one-third of the personnel that were 
in the organization when Herbert Hoover was Secretary of Commerce. F ; 

BDSA, like the defense program, has suffered from sharp attacks of inflation 
and deflation. Mr. Weeks recalled a recent conversation which he had had with 
former Assistant Secretary of Defense, Charles S. Thomas, who is now serving 
as Secretary of the Navy Department. Mr. Thomas had commented on the great 
upsurge in defense spending—from about $600 million a year during 1937-88 to 
about $300 billion during the World War II years 1941-45. After that came the 
disposition of huge military surpluses, which was followed in short order by the 
outbreak of the Korean emergency in 1950. Within the following 3 years the 
United States spent about $130 billion. No agency or business in the world, Mr. 
Weeks observed, can expand to 600 times its size in a few years without error 
and inefficiency. An awareness of problems which are created by emergencies 
should provide the impetus needed to avoid the mistakes of the past, he declared. 

Mr. Weeks commented on some very constructive progress that is taking place 
in the Department of Defense. He contrasted the $41-billion budget of 1954 with 
the proposed $30 billion budget for fiscal year 1955 and commented that with a 
better organized Defense Establishment, better defense will be obtained with 25 
percent less money. 

BDSA’s predecessor, NPA, expanded from an original staff of 350 to 6,900 
people. When it was superseded by BDSA, its staff shrank down to its original 
size. This small staff has two important functions. It must implement the 
policy of the Office of Defense Mobilization with respect to mobilization pre- 
paredness. It also has the responsibility of serving and helping business. 

Mr. Weeks noted this industry’s problems with respect to foreign competition 
and assured the conferees that foreign-trade problems are being carefully 
watched. His theory is, he explained, that since the first passage of the Recipro- 
cal Trade Act of 1936, there has never been a time for really engaging in foreign 
competition. With the intervention of 2 wars, there has never really been a time 
during the past 20 years for a normal ebb and flow of trade between the nations. 
The next few years, barring a war, should prove whether competition from 
abroad will prove troublesome to American industries. 

Mr. Weeks urged the conferees to express their views freely on all problems 
and assured them that their recommendations will receive serious consideration. 


ORGANIZATION AND FUNCTIONS OF BDSA 


In addition to continuing all the responsibilities formerly lodged in NPA, its 
predecessor, BDSA has also reactivated the Herbert Hoover philosophy of service 
to business, Mr. Honeywell explained. When BDSA was activated on October 1, 
1953, it was allowed only a minimum staff to carry out its programs. With the 
aid of a chart, Mr. Honeywell illustrated the budgetary and personnel problems 
which the agency has been confronted. 

Under its charter, BDSA operates in three major areas, namely, defense pro- 
duction, mobilization preparedness, and business services. 

Defense production.—This activity is concerned with the channeling of ma- 
terials and products required for military and atomic energy programs; also 
with the formulation of plans capable of rapid expansion for the adminis- 
tration of controls in event of an emergency. The recently announced defense 
materials system is one aspect of this activity. Mr. Honeywell recalled that 
3 years were required during World War II to institute CMP. During the 
Korean emergency, 1 year was required. The DMS, as revised, will, he be- 
lieved, eliminate the necessity for the long delays which plagued the Govern- 
ment in past emergencies. 

Mobilization preparedness.—The Office of Defense Mobilization, which is now 
a permanent arm of the White House, has the prime responsibility for mobili- 
zation plans. Under directive from ODM, BDSA does the spadework which is 
required in connection with related matters such as recommendations on expan- 
sion goals, applications for rapid tax amortization, industry evaluation, stock- 
piling, plant protection, pre- and postattack planning, and many other things. 

Business services.—As of October 1, 1953, the business services program of 
DBSA was extremely nebulous. Its growth has been patterned by experience 
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gained from consultations with industry. However, the program is based on 
certain concepts, one of which is to make possible for this and other segments 
of industry to acquaint the Department of Commerce with its views on matters 
of interest to industry before the administration position is firmed up. 

In arriving at a position, Mr. Honeywell explained, the Department must 
assume as statesmanlike an attitude as possible; it must consider all sides 
of the problem under consideration. Its aim always, however, is to take the 
domestic affairs point of view. 

He explained that when the Secretary is asked to comment on pending legis- 
lation, such as the revisions to the Taft-Hartley and tax laws, or on matters 
such as the report of the Randall Commission, views of industry are obtained 
through the 25 divisions of BDSA which have cognizance over 400 basic Ameri- 
can industries. Where views are not unanimous, all sides are submitted to the 
Secretary for his consideration. Mr. Honeywell further explained that the 
Secretary’s recommendations are not always adopted, but he assured the con- 
ferees that the effort is always put forth. 

Mr. Honeywell also commented on BDSA’s good fortune in having the author- 
ity to utilize men from industry on a “without compensation” basis. Such WOC 
employees, as they are called, are loaned to the Government for limited tours 
of duty. These men do much to see that industry’s point of view is properly 
understood and advanced. They are consulted on all phases of the agency’s 
activities. 

As a result of the WOC program, BDSA now has a roster of about 1,000 business 
executives who have served the Government and who are considered as a reserve 
to be tapped in times of emergency. 

Both Mr. Honeywell and Mr. Teetor also commended the career employees, 
among whom is Mr. H. B. McCoy, Deputy Administrator of BDSA, for the splendid 
job they are doing in providing continuity to the agency’s activities. 

The Department of Commerce considers itself as the protagonist for business 
just as the Departments of Labor and Agriculture serve as the advocates of the 
workers and the famers, Mr. Honeywell pointed out. For the first time in 
history, for example, the Department is taking an active part in consulting on 
labor-industry relationships. It also has concerned itself with matters such as 
Government competition with private industry, and the disposition of military 
surpluses. 

PREPAREDNESS FOR DEFENSE EMERGENCIES 


In elaborating on BDSA’s role with respect to mobilization preparedness, Mr. 
Burt W. Roper, Counsel for BDSA, explained that today, and for the immediate 
future, this agency’s activities as a whole will deal predominantly with mobiliza- 
tion preparedness. He then reviewed the statutory basis for performance by 
BDSA of its mobilization functions, as follows: 

In addition to the Defense Production Act, BDSA operates under several other 
statutes including the Rubber Act, the Stockpiling Act, tax amortization provi- 
sions of the Internal Revenue Act, and the National Security Act. These statutes, 
along with appropriate Executive orders provide the legal basis for performance 
by BDSA of its broad mobilization functions. They cover operations of the 
defense materials system, the exercise of priorities and allocations powers, rec- 
ommendations regarding steokpiling, defense loans and certificates of necessity, 
and various other functions in the area of mobilization readiness. 

Under the Defense Production Act, the operations of the DMS—including 
priorities and allocations—is limited to furtherance of the national defense. 
The amended Defense Production Act defines national defense to mean “programs 
for military and atomic energy production or construction, military assistance to 
any friendly foreign nation, stockpiling, and directly related activities.” This 
definition is much narrower than the pre-July 1953 definition. It is clear, there- 
fore, that BDSA is precluded from exercising Defense Production Act functions 
in the civilian area except under certain very special circumstances which will 
be discussed later. 

The heart of the BDSA’s control mechanism is the DMS which superseded the 
controlled materials plan on July 1, 1953. DMS is supplemented by several other 
BDSA regulations and orders, including a basie priorities regulation. This entire 
body of regulations and orders is geared to support military and atomie energy 
production and construction. 

On January 7, 1954, Mr. Roper recalled, the President, in his state of the 
Union message, said: “The ability to convent swiftly from partial to all-out 
mobilization is imperative to our security.” In line with this thinking, a stream 
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lined and simplified set of regulatons was issued on April 1, 1954, to supersede 
the then existing DMS. The revised DMS has three related objectives: (1) To 
substantially liberalize rules for the benefit of industry; (2) to assure com- 
pletion on time of military and atomic energy programs; (3) to retain the 
framework of a control system for use as a springboard to rapidly handle ex- 
panded military and atomic energy needs in the event of stepped-up mobiliza- 
tion. 

CMP (precursor of DMS) has been described both as a “simple plan” and as 
“the most complex piece of administrative machinery” created during World 
War II, Mr. Roper noted, adding that the truth lies somewhere between these 
extremities. 

The current version of DMS is considerably simpler and shorter than any; of 
its predecessor regulations issued over the past decade. Mr. Roper cautioned, 
however, that dealing with a relatively complex subject and set of ground rules, 
oversimplification could result in failure to achieve the composite objectives 
of the revised system. He then reviewed some of the revisions which have 
been incorporated in the DMS. 

First, the concept of class A and class B products—those containing steel, 
copper, or aluminum—have been retained. 

Second, the regulation calls for no basic change in B product production; 
it also continues total self-authorization procedures. A new provision has been 
introduced, however, for estimating production material requirements, and the 
necessity for B product manufacturers to make allotments of their A product 
suppliers has been eliminated. 

Third, the regulation contains a basic change in A product production. Prior 
to April 1 of this year, all A products were produced pursuant to authorized 
production schedules and allotments. The current DMS sharply curtails the 
necessity for defense manufacturers to make reallotments. In addition, it pro- 
vides for self-authorization by most manufacturers below the prime contractor 
level and covers a significant segment of A product production. 

Fourth, substantially simplified record keeping requirements have been in- 
corporated under DMS. It is no longer necessary to maintain records of inven- 
tories, production, and use—only of receipts and deliveries. 

Finally, a number of relatively minor revisions have been made for clarifica- 
tion and simplification as the result of 9 months’ operation under the original 
DMS. 

To the extent that this industry produces against rated orders placed by the 
military and the AEC, or their contractors, Mr. Roper continued, it is governed 
by the appropriate regulations and orders of BDSA. These regulations provide 
assurance for delivery of needed production materials. As to the industry’s 
civilian production, it is neither subject to, nor does it receive any assistance 
from, the current body of BDSA regulations and orders. 

Alluding to his earlier statement that BDSA is precluded from exercising its 
Defense Production Act functions in the civilian area except under certain spe- 
cial circumstances, Mr. Roper explained that the act provides that priorities and 
allocations powers shall not be used to control the general distribution of any 
material in the civilian market unless the President or his delegate finds that 
(1) the material is a scarce and critical one essential to the national defense, 
and (2) the requirements of the national defense for such material cannot be 
met without creating a significant dislocation of the normal distribution of the 
material in thte civilian market to such a degree as to create appreciable hard- 
ship. As of today, such a finding has been made with respect to one material— 
titanium. No other materials may be allocated in the civilian market, unless 
and until appropriate statutory findings are made. 

Of course, Mr. Roper pointed out, under a stepped-up mobilization, addi- 
tional materials might properly be added to the list of scarce and critical mate- 
rials. If this should happen, another important provision of the amended 
Defense Production Act would come into play which is of interest to this as 
well as other industries. This provision applies in thte event the power to 
allocate in the civilian market is invoked. Essentially, it provides for distribu- 
tion of the available civilian supply on the basis of the share received during 
a representative period following June 30, 1953, with due regard being given to 
current competitive position of established businesses, and to the needs of new 
concerns and newly acquired operations. 

Mr. Roper then discussed plans that are being made in the event a possible 
stepped-up mobilization results in a substantial increase of material require- 
ments for military and atomic energy programs. BDSA, through its industry 
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divisions, is now engaged in studies which will result in the preparation of rules 
to govern particular materials and industries in the event of a national emer- 
gency. However, it should be borne in mind that it is just not feasible to have 
a set of blue prints prepared that could cover every conceivable contingency. 
Mr. Roper believed, however, that the current DMS furnishes the framework 
for a very rapid expansion to handle emergency situations without the costly 
delays that accompanied the institution of controls during World War II and 
the Korean emergency. 

Mr. Honeywell also told the conferees that before issuing the revised DMS, 
the draft was reviewed by specialists on the subject who had served in WPB 
and NPA as well as by vitally affected industries. Prior approval was also 
obtained from the Office of Defense Mobilization, the military and other Govern- 
ment agencies. 

CRITICAL MATERIALS IN THE GLASS BUSINESS 


Selenium.—One of the most critical materials in the glass business is selenium, 
which was allocated during the war, a conferee explained, adding that in some 
instances it was difficult for glass manufacturers to operate without this mate- 
rial. In event of another war, the conferee urged, some consideration should be 
given to the adoption of a plan whereby the industry could obtain enough material 
to operate efficiently. 

Mr. Harry B. Sharpe, Director, Miscellaneous Metals and Minerals Division, 
BDSA, explained that during the Korean emergency about 1 million pounds of 
selenium was available and that this total amount was consumed. About the 
same amount is expected to be available during 1954, and consumption will prob- 
ably equal the supply. Mr. Sharpe pointed out, however, that with the increase 
in the size of rectifiers, more selenium is required for this purpose. A large part. 
of rectifier production is for the military. 

Efforts are being made, Mr. Sharpe said, to increase the supply of selenium. 
Some may be obtained from a new source, but this is not expected to be avail- 
able for several years. Research on substitute materials is also being conducted 
by the rectifier industry, but results are not expected until about 18 months 
hence. A program is also underway to recover selenium from spent rectifiers. 
At present, however, the selenium supply situation is no better than it was last 
year. 7 

The conferees were critical of the fact that selenium was allowed for rectifiers 
installed in radio and television pleasure sets but denied to glassmakers. Mr. 
Shape recalled that glassmakers were offered the high purity grades of selenium 
which are used in rectifiers, but that the glass industry said that it could not 
afford the price. 

Mr. Honeywell hoped that the situation prevailing in past emergencies could 
be avoided in the future by adequate planning beforehand. Plans are, he said, 
for the industry and the industry divisions in BDSA to work closely in ascertain- 
ing the position of this industry in relation to other industries and in drafting 
of such standby orders as might be necessary for use should another emergency 
arise. 

It was also brought out in the discussion that some suppliers are requiring 
their customers to take some cadmium with every purchase of selenium. 

Cadmium.—Cadmium appears to be available in sufficient quantities to meet 
all requirements. The supply has improved. 

Lead.—Lead is in plentiful supply. 

Cobalt.—Cobalt is in fair supply. Consumption would probably have to be 
cut back if the material is under allocation during an emergency. 

Rare earth.—No supply problems exist with respect to this material. Capacity 
has been doubled. 

Fluorspar.—F luorspar may become tight under emergency conditions. Some 
principal sources of this material are Italy, Newfoundland, and Mexico. Sup- 
plies from Italy and Mexico are expected to decline; if necessary, however, 
shipments from Newfoundland could be stepped up. To a large extent, the 
fluorspar supply will depend on the ability of the aluminum industry to make 
synthetic cryolite. 

Cryolith.—Greenland is the only source of supply for cryolith. The Danish 
Government has not only reduced shipments and quality but raised the price of 
this material. The reason given is that the mines are being depleted. Supplies 
of this material will probably be short either with or without an emergency. 

Sodium silico fluoride and other fluorides.—Sodium silico as well as other 
fluorides should be in ample supply in event of an emergency. 
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Nitrates-potash.—Nitrates and potash are in ample supply and should be in 
event of an emergency. 

Summing up, Mr. Sharpe believed that difficulties may be encountered with 
supplies of selenium, cobalt, cryolith, and fluorspar. 

In case allocation should become necessary, Mr. Sharpe believed that pro- 
cedures similar to those existing during the Korean emergency would be followed 
whereby all division representatives are given an opportunity to review tentative 
allocations. 

A conferee commented on the fact that while importation of critical raw 
materials are prohibited, no ban is placed on the importation of end products 
containing such materials. He referred specifically to the importation of blue 
glass containing cobalt which was imported throughout the recent emergency 
and which placed domestic manufacturers of glassware at a competitive dis- 
advantage. Mr. Hughitt believed that this matter can be explored with the 
Foreign Assets Control Agency of the Treasury Department, which has recently 
placed an embargo on the importation of Chinese bristle brushes. 

The conferees expressed appreciation for the considerate treatment which 
the industry received from NPA officials during the Korean emergency. 


TABULATION OF IMPORTS 


Mr. J. Edward Ely, Chief, Foreign Trade Division, Bureau of the Census, 
spoke on the subject of tabulation of imports with particular reference to the 
use of import statistics starting with January 1954, where imports on formal 
and informal entries valued under $250 are being compiled on the basis of a 5 
percent sample. This method results in the statistics for some of the 5,000 im- 
port commodity classifications not being presented so as to include any infor- 
mation on shipments under $250. Considerable care must, therefore, be exer- 
cised in using the import statistics since some of the 5,000 classifications may be 
undercounted by fairly substantial amounts. For example, some of the blown 
glassware Classifications may be undercounted by 14 percent or perhaps even 
more, 

Mr. Ely invited the industry to become familiar with this added complexity in 
the statistics by consulting with the Bureau of the Census. He indicated that 
the Bureau might be able to help out in this difficulty by providing certain un- 
published information which it has available. Utilization of this data might 
prevent or at least lessen the difficulties which the industry complained of at the 
meeting in regard to the use of import statistics in connection with escape clause 
appeals, ete. 

DISCUSSION OF INDUSTRY PROBLEMS 


History of the industry 

For the benefit of Government officials who might be unfamiliar with the hand- 
made glass industry, a conferee traced its history back to around 3500 B. C. He 
believed that the handmade glass industry represents the oldest known craft 
in the world, explaining that authenticated pieces of glassware exist dating back 
to about 3500 B.C. He traced the evolution of the industry from its first known 
starting point in Egypt when glass was fashioned into usable utensils. The craft 
later moved to Greece, Phoenicia, and then to Constantinople at the beginning 
of the Christian era. From there it found its way into France and thereafter 
spread rapidly all over Europe. 

Glass was important to the European economy at the time the New World 
was discovered. The London Co., alert to the possibilities of manufacturing 
glass in North America, managed to have included in the first expedition to the 
Jamestown area, craftsman skilled in this industry. A rather amazing fact is 
that within 6 weeks after the expedition landed in Jamestown in 1608—between 
the landing and departure of the expedition vessel—the American glass industry 
had been started, and the expedition boat carried back with it the first American- 
made glass exports. It has been conclusively established that this was the first 
American industry. 

The conferee explained that the handmade division of the glass industry is 
cooperating with the National Park Service in restoring the original plant at 
Jamestown so that it, along with specimens of the first crude articles produced, 
can be exhibited during the 350th anniversary of the landing at Jamestown. 

Emphasizing that handmade glassmaking has been importaut to every economy 
that has harbored this industry, the conferee said that national park authorities 
have reported that the collection of glassware is the No. 1 hobby of American: 
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women and that the exhibit which is being prepared will probably attract a 
minimum of 500,000 visitors into the Jamestown-Williamsburg area per year 
over and above the normal flow of tourists. 

The conferee then traced the spread of the handmade glass industry from 
Jamestown to New England and thence to other parts of the country. At about 
1750, the industry got its first solid start as far as real art contribution in 
Lancaster, Pa. During the Revolutionary War, when foreign trade was cut off, 
manufacturers were encouraged by merchants to expand their facilities with 
promises of never returning to foreign sources. At the conclusion of the war, 
merchants, as is their habit, return to foreign sources, and the glass industry 
suffered, many producers going bankrupt. 

A motion-picture film was then shown demonstrating modern methods em- 
ployed in the production of handmade glass. 


Description of industry operations 

It was pointed out that 13 operations are needed for the production of each 
piece of handmade glassware, and that each operation is performed by a different 
person. Thus 65 percent of the cost of these products represents labor. Wages 
in the industry average about $1.65 an hour. Wages for similar work in foreign 
countries range from 25 to 50 cents an hour. The workweek is 40 hours as 
compared to 48 hours in foreign countries. American producers are at a further 
disadvantage in competing with foreign trade in that they do not operate through 
cartels or similar other devices, but must sell their products on the open 
market. 

Merchants are attracted to foreign products because of their cheapness. A 
store can mark up the American product by only 100 percent, whereas it can 
markup the foreign product by from 200 to 400 percent. (See attached for 
complete list of costs.) 

The impact of foreign competition has been extremely noticeable. For ex- 
ample, 1 plant employing about 950 people full time several years ago today 
employs only 600 on a 2.5-day week. One conferee revealed that his company 
is losing 77 cents on each dozen of undecorated stemware that is being produced. 
The situation with respect to decorated stemware is more favorable, as it is 
with pressed ware. However, not all producers manufacture pressed ware. 

Although appreciative of the counsel, guidance, sympathy, and understanding 
which the industry has received from Department of Commerce personnel, and 
gratified at the policy enunciated by high Department officials at this conference, 
a conferee recalled that high Government officials of the last administration told 
handmade glass manufacturers that their craft means nothing to the future value 
of living in America or participating in being an American; that the industry 
should recognize the fact that it, along with some 109 other handcraft industries, 
is doomed. The conferee, speaking on behalf of the industry, felt that all were 
encouraged to find themselves in the present sympathetic environment. He be- 
lieved that this is the first time in the business experience of many that the 
industry’s problems have been given sympathetic recognition from a Cabinet 
department in Washington. 

Mr. Teetor commented that after all the facts are in, the industry’s problem 
will be fully explored to see what assistance can be given. Although Mr. Teetor 
expressed the opinion that industry must progress to survive, he assured the 
conferees with this administration considers no industry expendable simply 
because it is small. 


Effect of import competition 
The entire United States glassware industry is classified by the Census Bureau 
and industry members into the following three major segments, a conferee 


explained. 
Dollar volume 


of production + 

The building window glass segments________ $485, 000, 000 

Container (bottles and jars for beverages and food) _. 542, 000, 000 
The pressed and blown glassware (stem, table, illuminating, labo- 

ratory, and industrial glassware) _____~ 330, 579, 000 
Another catchall section is composed of optical glass and lenses; 

fiberglass, and other miscellaneous glass articles 150, 000, 000 


Total United States (all types of glass) , 508, 579, 000 


2 Latest available figures, 1952. 
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In 1952, the total imports for the entire glassware industry amounted to 
$17,379,992 ; total exports were $55,415,411. 

Sales by the handpressed and blown tableware, stem and ornamental glass- 
ware industry during 1952 were $32,093,000 or approximately 2.2 percent of the 
entire glassware industry. However, this small segment of the industry received 
the impact of roughly 27 percent of the entire industry imports. It exports only 
about half of 1 percent of the total industry exports. 

Of the $4.7 million worth of glassware imported, hand-blown table, stem, and 
art ware represented about $4.2 million at the country of origin valuation. This 
impact must be measured by the 250 percent markup in the United States which 
then represents approximately $10 million of sales in the United States. The 
quantity of hand-blown ware exported represents only a fraction of the $312,612 
reported. Handpressed ware has not yet been imported in damaging quantities. 

The manufacturers represented at this conference normally employ about 
15,000 people including in addition to factory employees, office, selling, shipping. 
and administrative personnel. The industry is located mainly in Indiana, New 
Jersey, New York, Ohio, Pennsylvania, and West Virginia. 

A spokesman for the conferees stated that the Tariff Commission, in its report 
to the President, conceded that most of the imports of table, stem, and ornamental 
ware are hand-blown and that these wares are sold to United States retail stores 
by importers at a 250 percent markup on country of origin price. The Commis- 
sion also stated (p. 49 of its report) that 37% percent of the hand-blown table, 
stem, and art ware sold to ultimate United States consumers in 1952 was 
imported. 

The industry is alarmed by the fact that quantities of hand-pressing equip- 
ment have recently been sold by United States machinery manufacturers to 
foreign glass manufacturers; they fear that in the immediate future, a large 
volume of foreign hand-pressed ware will be on the United States market. 
Should this occur, the domestic hand-pressed ware market will diminish as 
rapidly as did the hand-blown glassware market. Statistics show that imports 
of hand-pressed ware for 1953 exceeded those for 1952 by about 10 percent. 
Countries that have shown sizable increases are: United Kingdom, West and East 
Germany, Czechoslovakia, Poland, Portugal, and Japan. Large volumes of hand- 
made table stem and art ware are also coming into the United States from 
Sweden, Belgium, and Italy. 

From 1940 to 1949, the manufacturers of handmade table, stem, and ornamental 
glassware were in no financial difficulty. Imports were not coming in in damag- 
ing quantities. Since 1950, however, the situation has increasingly worsened 
until now many factories are operating at a loss and only a few are breaking 
even. 

So bad had the situation become that, in September 1952, the industry appealed 
to the Tariff Commission under the provisions of the escape clause of the Trade 
Agreements Act in the hope of securing some relief. 

The Tariff Commission considered the appeal and reported to the President, 
in substance, that the industry had been seriously injured. There was an equal 
division of opinion in the Commission, however, as to the cause of the injury. 
Three members stated it was due to imports encouraged by tariff cuts which 
had been made, and they recommended that present tariff rates be increased 


to the following: . . 
ercen 


ad valorem 
For cut or engraved articles and utensils value at less than $38 but not less 
’ 67% 
For other articles and utensils, valued at less than $3 each ae 


The other three Commission members, while attesting to the fact that there 
had been serious injury to the industry, were of the opinion that it resulted 
largely from automatic machine-made production of the same ware. 

After considering the report, the President, on November 20, 1953, asked 
the Tariff Commission for further information to clarify certain aspects of the 
case before making a final decision. The Commission submitted this data 
on May 18, 1954. 

The industry sought this meeting with the Department of Commerce and 
representatives of other governmental departments so that its members could 
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explain their situation directly to Government officials. The Department was 
urged to assist in: 

1. Urging Presidential approval of the increased tariff rates recommended 
by three members of the Tariff Commission in its report entitled ‘“‘Hand- 
Blown Glassware Investigation, No. 22, September 1953.” 

2. Opposing the lowering of tariff rates for this section of the industry 
in any future trade agreements but rather to seek increases so that the 
manufacture of this ware may continue on a normal basis in this country 
as it has since 1608. 


Effect of business decline on the community 

Discussion brought out that, in many instances, whole towns are dependent 
upon 1 or 2 manufacturers of handmade glassware. Mount Pleasant, Pa., for 
example, has two manufacturers of hand-blown glass. Its other major industry 
is coal. Both industries are presently in a depressed state. One glass com- 
pany, which employed 475 people in 1937, now is able to provide part-time work 
to only 350. Those 350 employees represent about 23 percent of the families 
residing in the town. Because of foreign competition, the company cannot 
increase its sales and it is, in fact, operating on a humanitarian rather than 
on a business basis. The average employment age is 22 years, including boys 
just out of high school. The average hourly wage is about $1.65. About 10 
percent of the employees are women. 

Mr. Karl Anderson, Bureau of Foreign Commerce, asked why companies have 
confined themselves to one type of operation. A conferee explained that usually 
this is a matter of tradition. Also the techniques in hand-blown and hand- 
pressed operations differ, as does the equipment, and personnel skilled in one 
method cannot be used on the other. Another factor is the market which the 
company serves. Some companies sell directly to the retail trade. Others 
prefer to sell through agents or decorating companies. 

Another conferee whose plant is located in Morgantown, W. Va., a city with a 
population of 25,000 stated that the 12 glass manufacturing plants which are 
located there normally employ 1,200 people. At present, employment is down 50 
percent and labor is employed mostly on a part-time basis. Many of the em- 
ployees are third generation workers. Many are older workers who are not 
equipped for other types of occupations. They are suffering extreme hardship. 
One company has been operating at a net loss for almost 2 years. Dividends to 
stockholders ceased 4 years ago, and the 2 principal executives of the company 
are on a nonsalaried basis. 

Commenting on the views of three members of the Tariff Commission that the 
plight of the industry was attributable to domestic machine made competitive 
products rather than handmade imports, the conferee believed that this was an 
erroneous conclusion. He pointed ou that between 1945 and 1950 both the 
domestic handmade and machine-made manufactures were enjoying a healthy 
business. The decline set in as conditions for importing were made more 
attractive. 

A conferee who has been in business since 1903 stated that even working at 
from 50 to 52 percent of capacity, the company has built up such a large in- 
ventory that it will be necessary to cease operating the plant completely for 
about 2 weeks. He cited the losses which a company sustains when it must 
shut down. Last year, the plant was down for 14 weeks out of the year. This 
was avoided this year by instituting a short workweek. He feared that unless 
more employment can be offered to workers, they will be forever lost. The con- 
feree believed that even in the darkest days of the 1930 depression, the industry 
was in better shape than today. 

There was considerable comment from the industry members regarding the 
markdown practices of stores selling imported glassware. Because of the wide 
margin that is possible on imported articles, the stores set up a fictitious retail 
price and then offer the article for sale at from 30 to 50 percent below the 
indicated price. The American public is thus fooled into thinking that the 
article is being offered at a bargain price. If a higher duty were levied against 
the merchandise, this could not happen, and the American industry would be in 
a better competitive position. 

An indirect effect is being felt by pressed ware producers from the large 
imports of handblown ware. In order to obtain the best possible prices, American 
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retail buyers of handblown ware will often buy up the whole output of foreign 
factories. Thus the retailers budgets for the purchase of glassware are used 
up by foreign purchases resulting in a declining market for all hand ware. 

The conferees believed that higher tariffs would help American industry be- 
cause retailers would be more apt to buy the American product if his profit 
margin on the imported articles are reduced. They warned that if the glass 
industry is surrendered to foreign producers, other industries such as the china- 
ware and silverware will also be swallowed up; this will have a decided effect on 
both the Nation’s economic and cultural life. 

A domestically produced glass selling at 89 cents can be reproduced by a for- 
eign competitor to sell for 25 cents. Often foreign manufacturing will make 
exact copies of American patterns. 

Mr. McCoy was aware that retailers, having such wide elbowroom on imports, 
can make much larger net profits than they can on domestic products. If the 
margin on foreign-made goods is reduced, the domestic industry would expect 
larger purchases of its products. The tendency of the domestic industry is 
to discourage large sales; instead the manufacturer prefers to serve as a 
warehouse for its clients. In the case of imports, many costs which would nor- 
mally be charged to products are merely included in the overhead expenses of the 
stores. For example, traveling expenses are not allocated to the cost of the 
product; neither is the cost of capital invested in such purchases. A cost 
burden to the domestic producer which the foreign producer escapes concerned 
returned merchandise. Importers who have not paid too much attention to 
these cost factors may reevaluate their positions if faced with higher tariffs. 

Identification of imported ware. The industry asked whether anything could 
be done to require permanent identification of source with respect to imported 
glassware similar to the requirement that has been imposed on china and 
pottery 

Mr. H. C. Chalmers, Bureau of Foreign Commerce, explained that there is a 
division of responsibility regarding the identification of imported goods, be- 
tween the Treasury Department’s Bureau of Customs and the Federal Trade 
Commission. The responsibility of the Bureau of Customs ends once the ship- 
ment has cleared its inspectors. The matter of policing, to see that there is no 
misrepresentation domestically, is under the jurisdiction of the Federal Trade 
Commission. Mr. Chalmers was under the impression that foreign glassware 
carried stickers indicating origin. 

Industry members pointed out that while stickers may be attached to the 
merchandise at points of entry, once the merchandise gets into stores, the stick- 
ers generally become detached and lost. They explained that domestic ware 
can be permanently marked, and they believed that imported ware could simi- 
larly be permanently marked without damage to the article. 

Complaints about the removal of identification labels have been registered with 
Federal authorities, but the matter has been policed in a very loose manner. 
In some instances, a large placard on the counter where the merchandise is be- 
ing sold stating that it is imported has been ruled as being sufficient identification. 

After discussion, Mr. Teetor indicated that the matter would be explored. The 
opinion was expressed by Mr. Hughitt and others that special legislation might 
be needed to correct this matter. 

Increase in duty-free tourist allowance.—The industry registered a vigorous 
protest against H. R. 8352, a bill designed to increase duty-free tourist allowances 
from $300 to $800. If this bill is allowed to pass, it will make importers of all 
tourists going to Europe, the conferee contended. The impact on American indus- 
try would be tremendous. Even though it is illegal for tourists to resell merchan- 
dise which they bring in, there is no effective way of policing this. Shops would 
spring up at the Canadian and Mexican borders, and the country would be 
flooded with imports. 

Mr. Teetor explained that the Department has been asked to comment on this 
bill and he was grateful for the industry’s views. 

Randall Committee Report.—The following statement was read, reflecting the 
the views of this industry on the Randall Report: 

The administration’s endorsement of the Randall Report recommendations 
has been very disturbing to manufacturers of hand-blown and pressed table, stem 
and art glassware. They see the hardship that would be created for them by 
activating the program of tariff cuts and liberalizing our customs regulations to 
the extent that is urged in the report. 





WOC’S AND GOVERNMENT ADVISORY GROUPS 1961 


There are parts of the report which do not directly affect this industry. 
About these we shall not comment. We believe you should know of our hearty 
endorsement of certain proposals in the Tariffs and Trade Policy Section of the 
report, and likewise of our definite opposition to tariff reductions which in our 
industry would create serious injury. It would heap trouble upon an already 
serious hardship caused by increased imports, as we have just discussed. 

First, we agree and urge that the Tariff Commission should study and analyze 
existing tariff schedules, definitions, and classifications, A revision is greatly 
needed to bring United States tariff schedules made in 1930, up to date so that 
they will include many techniological advancements which are not even men- 
tioned in our present basic tariff schedules. Provision also must be made for 
increased appropritions to pay for added Commission personnel and expense that 
must be incurred due to expanded investigations. 

There is no doubt that the antidumping laws should be strengthened and then 
more often enforced. This industry has just been informed by the Customs Bu- 
reau that the case of suspected dumping brought by the American Glassware 
Association in 1949, has been investigated and no basis for continuing penalties 
on importers of Czechoslovakian glassware has been found, so that in February 
1954, the customs appraisers have been informed to discontinue the levying of 
importers penalties. We in the industry are not happy about this decision. It is 
our belief that just as soon as Czechoslovakian glassware begins again to flow 
to this market, the same dumping tactics of a Soviet-controlled country will again 
begin to be repeated. 

That Congress should pass upon the provisions and the structure of the 
General Agreements on Tariffs and Trade (GATT) is most necessary. Congress 
has never had the opportunity of enacting a law to establish GATT and without 
congressional action that internatioanl group will continue to operate in a haze 
of questionable authority. 

The most-favored-nation policy should be continued particularly in view of 
the divided world we now live in, for it is evident that Russia and her satellite 
countries will not in any way aid our efforts to achieve a freer economic system 
that all can peacefully enjoy. 

Until the Congress will have decided just what our future economic foreign 
policy shall be, we see no sound reason for continuing to extend the Trade Agree- 
ments Act. At present in the 2d session of the 88d Congress, there exists much 
indecision on just what our future foreign commercial policies should be. There 
is the Kean bill strongly endorsed by the administration and the Hunter bill 
just introduced which states the opinion of a very strong group of members of 
both political parties who are opposed to many recommendations in the Randall 
report as proposed in the Kean bill. We are informed that if the Trade Agree- 
ments Act was not extended the only change would be that the President could 
not make any more trade agreements, The now existing trade agreements would 
continue and there would be no change in tariff rates. Therefore, not to extend 
the Trade Agreements Act might prove to be the pause that refreshes and give 
the Congress time in which to develop a future foreign economic and trade policy 
not based on an expedient to help the United States revive from the 1933 panic. 
The Trade Agreements Act system too might have outlived its usefulness as 
applied to 1954 business conditions just as the Tariff Act of 1930 has admittedly 
outgrown its adequacy. 

The suggested tariff reductions in the Randall report are strongly opposed. 
We do not believe that a 5 percent cut in present tariff rates in each of the next 
3 years in glassware would do anything but aggravate a now very serious situa- 
tion. Every year during the next 3 years our buyers would press for at least 
a couple of percent off our selling prices and that is more than this industry is 
making net on its yearly operation. We also believe that fundamentally tariff 
should be made solely to equalize foreign labor rates and other conditions, with 
those existing in this country. Each product should be studied by an impartial 
group and a 5 percent slash resembling a department store clearance sale should 
not and cannot be fairly made. 

The above statement also applies to the suggested cut in the Randall report 
to a 50 percent ad valorem tariff rate regardless of conditions surrounding in- 
dividual articles affected by the cut. 

The suggested reductions to reduce tariff rates to not more than half on prod- 
ucts now not being imported or in negligible quantities is not consistent with the 
fundamental reason for having a tariff. Why reductions are urged in such a 
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wholesale ruthless manner is hard for us to understand when we see our busi- 
ness fast dwindling under the impact of imported hand made glassware. 

Upon one other point we heartily disagree. The report states that “no tariff 
concession will be granted on products made by workers receiving wages which 
are substandard in the exporting country.” The last phrase “in the exporting 
country” is not fair yardstick for determining wages with which American 
manufacturers must compete. 

We know that the views expressed in this statement are not those that some 
of you here today. We would like to hear your convictions which prompt 
you to differ with us. 


Advance release to foreign governments of Tariff Commission reconumendations 


The conferees questioned the propriety of releasing to foreign governments 
recommendations made by the Tariff Commission to the President prior to their 
release to American industry. This practice, they contended, places American 
industry at a disadvantage in that foreign governments, aware of the Commis- 
sion’s recommendations, reach the President’s ear prior to his decision, while this 
privilege is denied to American industry. 

Mr. J. A. Robinson, commercial policy staff, State Department, explained the 
obligations of the Government in this respect. Since the United States is 
obligated to consult with the countries involved in considering changes in escape 
clause documents, it is also obligated to inform them of the action which is 
contemplated. This can be done by furnishing the foreign governments with a 
summary of the actions contemplated or by furnishing them with the entire 
report. If a summary is furnished, there is always the danger of misinterpre- 
tation. Therefore, it has been found more expeditious to submit the entire 
report. 

Mr. Robinson emphasized that in submitting such reports, foreign governments 
are admonished to keep the contents strictly confidential and not to discuss 
them with their industries. Failure to observe the confidential nature of the 
reports, may precipitate immediate action by the President, they are told. 

There are a number of advantages in consultation, Mr. Robinson believed. 
One is that if, in an escape clause action, a concession is withdrawn, the coun- 
try affected may take retaliatory action. It is thus very necessary to make a 
convincing case in an escape clause action. Also, the United States may have 
to argue the case in an international forum, and frank discussion beforehand 
may be of great benefit. 

The group was informed that such consultations are held, of course, only 
with countries with which the United States has trade agreements specifying 
tariff rates. Conversely, such countries are obligated to consult with the United 
States when they are contemplating any changes. 

While the conferees indicated their respect for the purpose behind the advance 
release of Tariff Commission recommendations, they doubted that the con- 
fidential nature of the reports is being observed. They urged that the matter 
be looked into. 

Mr. Anderson pointed out that only the President has the prerogative of 
deciding when and to whom reports of the Federal Tariff Commission may be 
released. 

The conferees reiterated that the Tariff Commission arrived at its recom- 
mendations on the basis of certain information respecting machine-made glass 
of which this industry was unaware. If the report were made available to the 
industry at the same time that it was placed in the hands of foreign governments, 
the faultiness of this conclusion could have been indicated. 

After further discussion, Mr. Teetor believed that the industry might have a 
just grievance with respect to the manner in which consultations with foreign 
governments are handled, and he promised to explore the matter further. 

The conferees were assured by Mr. Honeywell and Mr. McCoy, as well as by 
Mr. Teetor, that the Department of Commerce consistently follows the policy of 
consulting with industries affected, when advising the President. 


CONCLUDING REMARKS 


The conferees expressed their gratitude to Commerce Department officials for 
their attentiveness to the industry’s problems. On behalf of Department officials, 
Mr. Teetor thanked the conferees for their attendance. 
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Standard product unit cost 


{Unit: Thousand pieces] 


Factory * ; ete 
Direct Indirect super- Poe tA niin 
labor labor vision, os 7 

fuel, ete. | @XPense | expense 


Material or operation Material 


Bateh material i $15. 94 |... : Soduatios 1 $15. 94 
Mixing costs_--- 7 $0. $0. 08 $0. 03 1.32 
Melting........-. wehbitihdiece i. = 27. 43 39. 22 
Furnace room (shop) cee 59. § 7 24 205. 95 
AAR cic cctiann P ee 6 et . 90 4. 61 


Finishing s 22. 05 2.13 | 2. 24 | 45. 07 


Total : 5. § 90. ! 35. 84 312. 11 
Shrinkage loss cand : a | 100. 00 
Order filling, packing, shipping i . j 42. 39 


Total variable production cost per | | 
CROTIIRIIE DASNOE iis os dona casvaslewssus 454. 50 


Total variable production cost per dozen 
Add: Variable selling, advertising, and 
administrative 8.43 percent 
Total variable cost to produce and 
sell (at standard) 
Average variance from standard cost 10 
months ended April 1954 (21.5 percent) 


Total actual variable cost- 
Fixed costs, average 10 months ended 
April 1954 (39.8 percent of selling price) 


Total cost per dozen 
Selling price per dozen ---- 


Loss per dozen 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICE ADMINISTRATION 


Washington, D. C. 


MINUTES—PHOTOGRAPHIC Propucts INDUSTRY CONFERENCE, J UNE 22, 1954 


Lothair Teetor, Assistant Secretary for Domestic Affairs, 
Government presiding officer 


INDUSTRY REPRESENTATIVES PRESENT 


Eastman Kodak Co., J. E. McGhee, vice president. 

Argus Camera, Inc., Dudley J. Scholten, vice president. 

General Aniline & Film Corp., L. W. Munchmeyer, assistant general manager. 
The Photostat Corp., H. W. Niven, president. 

BE. I. du Pont de Nemours & Co., Inc., Samuel G. Baker, general manager. 
Wollensak Optical Co., E. A. Springer, president. 

The Haloid Co., Harold 8. Kuhn, executive vice president. 

The Kalart Co., Inc., H. Schwartz, vice president. 

Peerless Photo Products, Inc., S. 8S. Brewster, Jr., vice president. 

James H. Smith & Son Co., R. H. Smith, president. 

Keystone Manufacturing Co., E. M. Swartz, president. 

Charles Bruning Co., Inc., Philip G. Duff, treasurer. 

Chemco Photo Products Co., Frank T. Powers, Jr., president. 

Pako Corp., F. Glenn Hamilton, vice president and manager. 

Revere Camera Co., Raymond J. Moudry. 

Victor Animatograph Corp., Sam G. Rose, president. 

Frederick Post Co., Roy J. Piehl, president. 

Ringwood Chemical Corp., P. J. Malmsted, manager photo sales. 

Kilborn Photo Paper Corp., C. H. Jordon, vice president and general manager. 
Peck & Harvey, S. A. Harvey, president. 
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Photographic Manufacturers & Distributors Association, Wilfred L. Knighton, 
secretary. 

Photographic Manufacturers & Distributors Association, George C. Connor, 
president. 

Grant Photo Products, Inc., A. 8S. Grant, vice president. 

International Association of Blue Print and Allied Industries, Ray Good, Jr., 
executive secretary. 

Tecnifax Corp., Joe W. Coffman, president. 

National Association of Photographic Manufacturers, William C. Babbitt, 
managing director. 

Grafiex, Inc., H. A. Schumacher, vice president. 

Bell & Howell Co., Charles H. Percy, president. 

National Audio-Visual Association, Inc., Don White, executive vice president. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce. 
Hon. Lothair Teetor, Assistant Secretary for Domestic Affairs. 
Hon. Samuel W. Anderson, Assistant Secretary for International Affairs. 
James C. Dockeray, tax consultant to Assistant Secretary for Domestic 
Affairs. 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator. 
Horace B, McCoy, Deputy Administrator. 
George E. Lawrence, Deputy Assistant Administrator. 
John A. Field, Assistant Administrator. 
Todd Wright, Assistant to Administrator. 
William C. Truppner, advisor on materials allocation and production controls. 
Scientitic, Motion Pictures, and Photographic Products Division: 
Nathan D. Golden, Director. 
Richard G. Woodbury, Deputy Director. 
George R. Donnelly, Branch Chief. 
Office of Business Economics: Louis J. Paradiso, Assistant Director-Chief Stat- 
istician. 
PURPOSE OF THE MEETING 


Representatives of all segments of the photographic products industry and 
association executives met on June 22, 1954, with officials of the Department of 
Commerce and the Business and Defense Services Administration to discuss the 
following agenda: (1) Organization and functions of the Business and Defense 
Services Administration, (2) preparedness for defense, (3) foreign economic 
policy, (4) tax legislation, (5) business outlook, and (6) industry problems. 

Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 
presided at the conference together with Mr. Nathan D. Golden, Director of the 
BDSA Scientific, Motion Picture, and Photographic Products Division. 


REMARKS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Secretary Weeks welcomed the group of manufacturers and association mem- 
bers to the 25th of a series of informal conferences being conducted by the Business 
and Defense Services Administration (BDSA) to obtain the views of businessmen 
on Government activities. 

Reviewing the Department of Commerce program aimed at assisting industry 
and business, he mentioned the tremendous expansion of commerce over the past 
25 years and the diminution of the Department’s services to business as envisaged 
by Mr. Herbert Hoover when he was the Secretary of Commerce. 

The present aim of the Department is to carry out its statutory responsibility 
of serving business and at the same time effectively perform added duties under 
the defense program, Secretary Weeks stated. BDSA is an agency in Commerce 
assigned the dual responsibility for foreign and domestic commerce and indus- 
trial mobilization, he said. Mobilization planning is a continuous Government 
operation in which the Department and BDSA work closely with the Office of 
Defense Mobilization (ODM) and other departments. Creation of a friendly 
and sympathetic atmosphere for an exchange of ideas between Government and 
business is another major aim of the Department, Secretary Weeks said, and 
it is hoped that BDSA will be considered a focal poiut of contact by industry. 
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Referring to controls, Secretary Weeks stated that the administration is fun- 
damentally opposed to all controls as evidenced by their complete removal. 
About a year ago, the question of standby control authority was discussed in 
Congress, he said, but the administration was and is opposed to them, unless a 
major emergency develops. 

ODM has been studying the need for controls, methods of application, if and 
when needed, and all phases of the subject. A forthcoming statement from 
the Director of ODM will be to the effect that although the administration is 
opposed to controls, including standby controls, neglect in studying all phases 
of mobilization would be completely unrealistic and imprudent. Rumors about 
pending reinstitution of controls on the civilian economy are unfounded, however. 

The effect of international trade on domestic industries was discussed by the 
Secretary. He expressed the opinion that striking a balance between a normal 
expansion and promotion of foreign trade and protection of American industry 
and living standards would be a happy solution to the foreign economic policy 
problem ; however, until relatively normal conditions have continued for another 
year or two, the effect of reciprocal trade agreements and other international 
trade programs cannot be properly evaluated. Some evidences of injury to 
domestie industries are becoming apparent, particularly in small industries and 
those employing highly skilled labor forces. Foreign competition in the photo- 
graphic products industry is apparently still not too troublesome, Secretary 
Weeks observed, but it may well become so within the next year. Meanwhile, 
the Department stands ready to assist all industry to the extent possible. 


ORGANIZATION AND FUNCTIONS OF BDSA 


Mr. Charles F. Honeywell (Administrator, BDSA) explained that BDSA is 
a newly established unit of the Department of Commerce, founded on October 
1, 1953. It is a nucleus organization retaining the emergency functions and 
responsibilities of its predecessor agency, the National Production Authority, 
and incorporating the services to business formerly performed by the Bureau of 
Foreign and Domestic Commerce. 

BDSA is comprised of 25 industry divisions representing all industries in the 
United States. The primary objective of the agency is to serve business and 
remove roadblocks to industrial progress. Its activities are not aimed at dupli- 
eating the work of trade associations or seeking special consideration for 
business. Rather the intent is to discover industry views in pending legis- 
lation, current domestic and foreign affairs affecting commerce, and Government 
activities of concern to business. These views are transmitted to the legislative 
and executive branches of Government at high administrative and policymaking 
levels. 

Examples of the types of subjects on which industry advice has guided BDSA 
and the Department of Commerce in making recommendations either to Congress 
or to other Government departments, as they are often called upon to do, are 
the Randall Commission report, Taft-Hartley amendments, current tax bill, 
disposal of surplus military equipment, and Government activities in competition 
with private enterprise. A close liaison has been established with the Depart- 
ment of Defense in particular with a view toward assisting business in its 
relations with the armed services. 

BDSA also encourages industry participation in all phases of mobilization 
including stockpiling, expansion goals, tax amortization, industrial protection 
measures to assure continuity of production, and industry evaluation. 

In connection with the defense program, BDSA is responsible for assuring 
critical materials to meet military and atomic energy production schedules, 
The defense materials system has been devised for this purpose and will be 
discussed later. 

BDSA relies heavily on personnel loaned by industry to the Government on a 
rotating, without compensation basis, for expert council on industry problems 
Mr. Honeywell commented. He introduced the following industry WOC’s, as 
they are known, present at the meeting: Mr. John A. Field, Assistant Adminis- 
trator; Mr. George E. Lawrence, Deputy Assistant Administrator; and Mr. 
Richard G. Woodbury, Deputy Director, Scientific, Motion Picture, and Photo- 
graphic Products Division. A roster of about 1,200 former WOC’s is maintained, 
he added, placing on call in case of emergency a reserve corps of personnel 
with wide experience in both Government and industry. 

In conclusion, Mr. Honeywell invited trade association representatives to 
participate freely in BDSA activities and to consider the industry divisions 
their headquarters in Commerce. . 
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Development of labor surplus areas.—Mr. B. Allen Rowland (Special Assistant 
to Secretary Weeks) sketched the program undertaken at the request of the 
President to assist in solving the problem of chronic labor surpluses in about 
55 areas centered in the textile and coal-mining regions. Accelerated tax write- 
offs are being offered as an incentive to build new defense plants in these areas 
or to utilize existing facilities and labor forces. A certain percentage of Gov- 
enrment procurement is set aside for these areas and, in addition, a kit of sug- 
gestions and ideas has been developed by BDSA to use as a checklist in consider- 
ing these areas. The primary purpose of the program is to induce consideration 
and cooperation by industry with the objective of helping these communities in 
their efforts to bring economic progress to their localities. The checklist pro- 
vides information on the extent of Federal, State, and local participation, and 
the Area Development Division of BDSA is also available to assist industry. 

Industry discussion.—Commenting on the program outlined by Mr. Rowland, 
an industry association representative warned that the policy of awarding 
Government contracts to these areus may conflict with the maintenance of a 
high defense potential in certain essential industries. He cited a case in point 
wherein a defense contract for lenses had been granted to a firm in a labor 
surplus area and had to be recalled after 2 years because the company lacked 
the necessary know-how. At the same time the contract was awarded, a labor 
surplus existed in the lens manufacturing segment of the photographic products 
industry which is considered vitally necessary to national defense, he said. 


PREPAREDNESS FOR DEFENSE 


Defense materials system.—Mr. H. B. MeCoy (Deputy Administrator, BDSA) 
briefly described DMS. Although controls on the civilian economy have been 
abolished, the Defense Production Act provides for a continuance of priorities 
and allocations of critical materials required to keep military and atomic energy 
programs on schedule. As revised and simplified on April 1, 1954, DMS is not 
a materials control system of the CMP type but is a preference system for de- 
fense procurement; a regulator of the impact of military procurement on civil- 
ian production ; and a system in being capable of rapid expansion if it is neces- 
sary to enlarge the defense program. 

Mobilization planning.—Outlining past and present mobilization programs, 
Mr. McCoy stated that provision is made in the National Security Act of 1947 
for long-range defense planning. Present-day international conditions being 
what they are, the Government would be remiss in its obligations to the Nation 
were it to disregard the necessity for planning in advance of an emergency. For 
this reason, ODM has been established as a permanent agency in the Executive 
Office of the President to direct mobilization activities. 

Advance planning for military and industrial preparedness in no way indicates 
cause for apprehension, Mr. McCoy emphasized. It represents an awareness of 
unstable world conditions and a determination to take advantage of the oppor- 
tunity afforded to prepare for the “next time.” It is opportune now, therefore, 
to compare estimated available supplies of basic raw materials and potential 
productive capacity with all-out mobilization requirements. 

The armed services on one hand are responsible for military readiness and 
the Department of Commerce, on the other hand, has yas delegated almost 90 
percent of the responsibility for the preparedness of defense-supporting and 
essential civilian segments of the economy. Gaps in industrial capacity are 
being filled by setting expansion goals and granting accelerated tax amortiza- 
tion privileges to industry as an incentive to expand. The photographic products 
industries have received certificates of necessity for accelerated tax amortiza- 
tion for new or expanded facilities amounting to $33,590,000 for photographic 
film and paper, and $12,099,000 for military photographic equipment (motion and 
still), to assure that productive capacity is adequate in the event of an emer- 
gency. 

Continual study and revision of stockpile goals is another phase of long- 
range planning, Mr. McCoy said. ODM now has the sole responsibility for es- 
tablishing and maintaining stockpile goals whereas the Department of Defense 
formerly determined the need for stockpiling critical materials against antici- 
pated needs. Supplies of many basic materials are considered adequate to meet 
all mobilization requirements; however, stockpiling is required for about 67 
materials. 

Continuity of production and management.—An evaluation of industry to de- 
termine the critical plants and the vulnerability of specific industries and plants 
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to attack, and their essentiality to defense, is under way, Mr. McCoy informed 
the conferees. As plants are identified and listed, protective measures are 
being discussed with private management on an individual plant basis. Later, 
it is hoped to discuss the necessity for protection and measures that can be 
taken on an industrywide basis. Meanwhile, certain security measures against 
internal sabotage, fire damage, and large-scale attack are being suggested to 
industry by BDSA to assure industry survival and a continuity of vital mili- 
tary production. 

In addition to undertaking plant security measures suggested by the Depart- 
ment of Defense, in plants producing military items, private industry can do 
much to protect plants, important records, and personnel, Mr. McCoy urged. 

Discussion.—Several executives of leading companies reported that they had 
microfilmed all company records, blueprints, processes, patents, ete., and stored 
them in bank vaults remote from the home office. Maximum plant and per- 
sonnel protection measures have been taken, they said. In addition, one firm 
has instituted a promotion policy whereby advancements cannot be made unless 
a successor is trained and ready for the job being vacated. Asa result, employees 
are trained three deep for each job. Training time has also been reduced for 
each job, as well, in some cases from months to hours. The microfilming and 
safekeeping of almost 3,000 job descriptions by this firm would also facilitate 
its rebuilding, it was estimated, within 1 week. However, rather than expanding 
its facilities, the company is planning for continuity of production largely 
through a reserve of subcontractors experienced in manufacturing its products. 

Asked the extent to which the Government can assist industry in financing 
the cost of plant security measures, Mr. McCoy said that, up to now, the only 
available aid is in the form of greatly accelerated tax amortization for the con- 
struction of facilities designed to assure continuity of production by protecting 
management personnel, stored records, and so on. 

Another conferee asked what relation existed between the mobilization readi- 
ness program outlined and military production plans for specific M-day plant 
assignments. Mr. McCoy replied that the ODM program is not as far advanced 
as that of the armed services but that as soon as the comparison of total mobili- 
zation requirements with estimated available supply of basic materials is com- 
pleted in the fall, it is expected to be able to determine the extent of direct mili- 
tary, defense-supporting, and essential civilian production under all-out mobili- 
zation conditions. Many industries have asked the same question, he said, in 
an attempt to discover and plan for M-day demands that will be made on the 
industry and individual plants as well as the extent to which nonmilitary produc- 
tion will be permitted. 

A problem common to all manufacturers of photographic products is that of 
Government contract terminations with unduly short notice, resulting in the 
displacement of personnel and creating hardships on both management and labor. 
Industry could do a better job of retaining key people, reassigning displaced 
employees, and assuring a continuity of production in emergencies with better 
planned procurement by the Government, an industry leader believed. Discus- 
sing plant security measures specified by the armed services in defense contracts, 
he expressed the opinion that a uniformity of plant security regulations for 
graded plants would be desirable and since requirements vary among the military 
services, a central point of coordination might improve the quality of precau- 
tionary measures and the degree of industry cooperation. 

Despite a maximum of protective measures against attack, a major film plant 
could be knocked out, a conferee pointed out. In that event, the lack of X-ray 
and aerial combat film could be disastrous. Hs advised, therefore, that con- 
sideration be given to stockpiling of at least a 1-year supply of sensitized film 
and paper products for these essential needs until production could be resumed. 
Improved preserving methods now facilitate such storage without too rapid 
deterioration, he commented, and the effects of bomb damage on existing film- 
production facilities or radiation on film supplies should be noted. 

Mr. Golden observed that in view of this recommendation it might be ad- 
visable to call the attention of ODM to a report on the subject of stockpiling 
sensitized film which was prepared by the industry for NPA and previously 
submitted to the Department of Defense. 


FOREIGN ECONOMIC POLICY 


Reviewing broad aspects of foreign economic policy, Assistant Secretary for 
International Affairs Samuel W. Anderson said that no other single problem poses 
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as many complexities to the administration as that of foreign economic policy 
and the position of world leadership in international trade involuntarily im- 
posed upon the United States. The President appointed the Randall Commission 
to study the problem, and based on the outcome of that intensive study, he 
made certain recommendations to Congress on March 30, 1954. 

Under the General Agreements on Tariffs and Trade (GATT), a multination 
agreement, an escape clause permits a participant nation to withdraw any tariff 
concessions granted to another country, Secretary Anderson explained. Short- 
ages of dollars are increasingly becoming the grounds for the withdrawal of 
concessions to the United States by foreign countries and for imposing quotas 
on United States imports. 

A solution to this problem is indicated in the recommendations by the President 
to rescind the trade agreements of 1934 for 3 years. This act authorizes the 
President to negotiate multilateral treaties under reciprocal conditions and to 
make concessions up to 50 percent of the tariff rates under the Smoot-Hawley 
Act. In its place, the President has requested anthority to lower existing 
tariffs, the highest in history, by a total of 15 percent in 3 years, to lower any 
ad valorem tariff up to 50 percent, and to reduce tarifls by 50 percent on an 
experimental basis for items not now imported. While this additional requested 
authority is insignificant, it indicates a favorable trend in foreign economic 
policy which should stimulate exports to this country thereby providing foreign 
traders the necessary dollars with which to buy more American goods. 
this policy must have widespread public interest and support, however, to be 
of real value, and undoubtedly extensive hearings before Congress will be held. 

Development of foreign markets.—Illustrating the United States position from 
a balance of payments viewpoint with a series of blocks representing the export 
and import of goods and services, Mr. Anderson showed that total United States 
exports in 1953 of $1214 billion exceeded imports of $10% billion, necessitating a 
balancing of the $2%4 billion difference with foreign economic aid in various 
forms. 

While services bought abroad exceeded those sold by $1 billion, half of that 
amount was paid out by the United States Government, the balance by tourists 
and overseas military personnel, and by other sources of earning power for 
American dollars such as freight charges and investment income. Bconomic 
aid programs, grants, or Export-Import Bank loans all represent earning power 
for the rest of the world. Only by balancing the total value of our exports in 
goods and services with an outflow of American capital can our exports be 
financed, Mr. Anderson emphasized. Many industries affected by foreign com- 
petition apparently do not realize that exports can be increased only by in- 
creasing imports, however, their problem is understandable in view of their 
importance to national defense. 

Resumption of a convertibility of currencies would have a most stimulating 
effect on world trade, Mr. Anderson believed, especially since about half of 
that trade is financed in sterling. Present accumulations over the world of 
gold or dollar balances now total $23 billion, bringing the time for convertibility 
closer. With its return, reserve accumulations would no longer be necessary 
and the granting of economic aids to reach a balance of payments between 
exports and imports could be discontinued. 

Expressing himself as a member of the school of economists who believe 
that a higher rate of international trade is the best way of increasing our exports, 
provided that imports keep pace, Mr. Anderson reiterated that United States im- 
ports of goods and services, especially in the finished goods field which is the 
controversial area and presents the most difficult problems, must expand from the 
present three-fourths billion dollars in order to increase foreign sources of 
dollar income, and in order to increase United States exports. He was of the 
opinion that, in time, the question will be resolved when American investment 
and banking capital can be attracted in foreign areas where a growth of economic 
education and political stability must first take place. Real progress can be 
seen to this end since World War II in countries like Colombia, Peru, and 
Brazil, he said, concluding his remarks; with a combination of increased world 
needs and American capital investments can become the source of a balanced 
and expanded world trade. 

Discussion.—Opposing views on protectionism and free trade were discussed 
at length by industry members, those advocating protection basing their argu- 
ments not particularly on the desirability of high tariffs but mainly on the 
importance to national security of preserving a strategic industry. 
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Essentiality of the industry—A manufacturer of photographic lenses and 
shutters stated that the photographic industry is of key strategic importance, 
and it cannot be too strongly emphasized that the photographic manufacturing 
industry is one of the Nation’s most essential key wartime industries. Its 
photographie products are required in vast quantities for almost every phase 
of military operations before, during, and after combat, for essential industrial 
uses in the production of other war material, and for many noncombat military 
needs. 

In making this statement he was fully aware that all industries almost with- 
out exception are of great importance in wartime, but the photographic manu- 
facturing industry has special and unusual strategic importance for the follow- 
ing reasons. 

This industry is the only possible source of most photographic items urgently 
needed in vast quantities by the armed services, and in war-supporting effort in 
time of an emergency. The specialized skills and facilities for this production 
must necessarily be built up over many years of peacetime operations, and can- 
not be rapidly created or even rapidly expanded to meet a national emergency. 
The only early opportunity for expansion of output would be the increased use 
of existing equipment and personnel. In all too many instances, it would require 
from 1 to 2 years to get the new production unit into satisfactory production even 
if all of the facilities, materials, manpower and other needs were made available 
to companies competent to undertake the assignment. 

This industry in the last war was also called upon to supply in large volume 
many types of high precision optical and mechanical military products of a non- 
photographic nature, which its highly skilled precision workers made it especial- 
ly able to handle. 

Some of the high precision products made by the photographic manufacturing 
industry were rangefinders, height finders, telescopes, drift meters, gun direc- 
tors, periscopes, binoculars, fire-control instruments and many other critical 
items. 

All of these items could not have been made without the lens manufacturer, 
because each has the optical lens components made by the skilled lens worker. 
This also requires special machinery which, by the way, is not commercially 
obtainable. It must all be made by the companies who make lenses that are 
finally used in optical instruments and photographie products, and these lenses 
should not be confused or compared with the ophthalmic type. 

It is clearly esesntial to national security that this industry be permitted to 
enjoy the greatest possible peacetime volume of business and prosperity. 

Photographic lenses of the medium and better grade, which are the ones under 
consideration, whether separately or as a part of a medium or high priced 
cameras have an extremely high skilled labor content, and specialized precision 
facilities are also required, which must be specially constructed which also 
involves considerable time. 

While there are no complete figures as to the numbers of workers engaged 
in photographic lens manufacture in the United States, it is very doubtful if 
this number approaches 2,000. As experience in the last war amply demon- 
stated, this labor force cannot be rapidly expanded in the event of an emergency 
as it takes years for workers to attain the necessary skills. This again serves 
to emphasize the bottleneck nature of this area of production. 

It is also important to remember that the photographic manufacturing industry 
is the principal peacetime customer of another very critical strategic industry 
which is very small, namely, the optical glass-manufacturing industry. 

He also pointed out the great disparity of skilled-labor rates in the American 
industry as contrasted with foreign photographic manufacturing industries 
($0.35 to $0.50 per hour in Germany, $0.10 to $0.15 per hour in Japan). Rates 
reported by the United States Department of Labor would indicate that our 
skilled labor rates are 6 times those of Germany, 8 times those of Italy, and 16 
times those of Japan. 

If skilled workers in the photographic industry are to any extent lost to the 
United States through the process of photographic imports, this will definitely 
intensify the seriousness of the bottleneck condition previously mentioned. In 
fact it would in effect be the same as exporting our skills. 

Pointing out the similarity in construction between high-speed shutters and 
proximity fuses, an industry representative emphasized that peacetime markets 
for these photographic products are insufficient to provide the level of production 
necessary to keep a small labor force of approximately 2,000 skilled workers 
gainfully employed. Once these skills are dissipated, the ability of the industry 
to meet wartime demands is lost. 
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As a result of greatly expanded wartime demand for products requiring optical 
glass, about 400 new companies were established to produce fire-control instru- 
ments alone. These companies had to rely on the photographic products industry 
for their lenses, however. 

Foreign competition.—Increasing foreign competition compounds the problem 
of retaining workers skilled in making optical glass, in itself a small and strategic 
industry, lenses, shutters, and precision parts. A suggested solution was that 
the Government channel contracts for products requiring these components to 
companies equipped to produce them rather than to unrelated industries. 

Mr. Anderson mentioned another possible solution contained in the Randall 
Commission report, that is, direct subsidies to industries facing disintegration 
because of foreign competition. 

An indusiry representative pointed out the interchangeability of skills and 
facilities between the production of civilian photographic products and military 
combat film and equipment. He demonstrated and compared civilian and aerial 
combat-type cameras and film magazines to illustrate his point. Imports of 
still cameras have increased ninefold in 1 year, representing $20 million, he said, 
emphasizing the disruptive effect of foreign competition on a civilian industry 
which can readily convert to greatly expanded wartime needs. 

In support of the free-trade theory, another conferee said that, while foreign 
competition in the motion-picture segment of the industry is still not as keen 
as in the still camera and lens sections, German and Japanese output is expected 
to become a sizable factor in about 18 months hence. Meanwhile, his company 
is planning now to meet competition when it comes. New designs will provide 
for more tooling and less labor cost content in the product. Unless American 
industry wishes to continue to confuse the free world with a vacillating, pro- 
tectionist attitude, and to discontinue its business abroad, it must do business 
with friendly foreign countries, he believed. These countries depend upon their 
exports for their very livelihood, he said, and the extent of their friendliness 
toward the United States depends on the degree to which we permit a free flow 
of trade. Moreover, the cheapest way to lower our own taxes is to develop 
trade with the countries we are aiding. In conclusion, he pleaded with the 
industry to exercise its ingenuity in adjusting to increased international trade, 
and to support the foreign-economic program recommended by the President. 

Foreign economic policy.—Still another conferee disagreed with the criticism 
of American business methods and the opinion that domestic markets should 
be opened to foreign products. Protection of American industry is important 
both to the industry and to national defense, he maintained. It can be assumed, 
according to reports in the press and other public information, that the foreign 
economic aid program has served its purpose of reconstructing war-torn nations. 
However, the actions of these countries in seeking markets other than ours are 
sometimes subject to question. 

Reciprocal trade agreements.—An industry association spokesman suggested 
that, in any future negotiation of reciprocal trade agreements involving photo- 
graphic products, the responsible Government officials consult with the industry 
and obtain its advice on the effect of concessions on the industry. This proce- 
dure is followed by foreign countries which are parties to the agreements with 
considerable benefit to their industries. 

Interchangeability of industry facilities and skills with those of the domestic 
jeweled-watch-movement industry. Mr. Teetor explained that the domestic 
jeweled-watch-movement industry is suffering severely from foreign competi- 
tion, as is the precision instruments industry, both of which can be related to 
segments of the photographie products industry. A study is being made of the 
watch industry to determine whether its defense work could be placed with other 
industries, in the event the impact of foreign competition forced it out of exist- 
ence, and the extent to which skills, tools, and equipment can be interchanged. 
He asked for industry views on this problem. 

The photographie products industry makes precision parts for its own use, 
industry members stated. While screws, gears, and pinions can be adapted to 
other similar uses, the greatly expanded wartime demands for these parts could 
not be met by the industry alone. As to whether the industry could make time 
pieces or watch movements under compulsion, while it might be able to do so, 
the time required would be lengthy. With respect to tools, it was reported that 
screw and other automatic machinery is imported from Switzerland but that 
most of the remaining equipment can be custom built by toolmakers. 

It was emphasized, however, that the two industries are neither comparable 
nor interdependent. In this connection, Mr. Lawrence commented that the 
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overlap of procurements in multiple industries, segments of an industry, and 
even companies within an industry, makes a proper evaluation by the armed 
services almost impossible. It is difficult to determine the impact of foreign com- 
petition on an individual industry and its relation to defense production when 
military procurement is spread out over a wide base in emergency periods, cov- 
ering many levels of subcontractors. 


TAX LEGISLATION 


Mr. J. C. Dockeray (tax consultant, BDSA) highlighted several main features 
of the tax bill now before Congress. All sections except one of the Internal 
Revenue Code are revised by the proposed law and many problems of interpre- 
tation are expected upon its passage, since no comprehensive revision has been 
attempted since the income-tax law was first passed in 1913. 

The new law is not intended as a tax-reduction measure, but is an attempt to 
achieve a greater degree of equity between taxpayers and will actually reduce 
revenue from $1% to $3 billion, about half of which will benefit individual tax- 
payers and the other half will represent savings in taxes to business organiza- 
tions. Additionally, changes in administrative and accounting procedures shift 
the emphasis to the importance of releasing investment capital. Many of the 
procedures are also more closely in line with normal business practices. 

One problem encountered in management planning has been that of deprecia- 
tion allowances wherein business has experienced considerable opposition from 
the Bureau of Internal Revenue. Provision is made in both the House and 
Senate versions of the bill for more liberal depreciation methods. A mimeo- 
graphed sheet comparing depreciation provisions in both drafts was distributed 
to the conferees. Assuming a $10,000 10-year asset for purposes of illustration, 
the three proposed methods of depreciation were explained as follows: 

As H. R. 8800 passed the House, it carried a provision authorizing the taxpayer 
to compute depreciation on new assets acquired after January 1, 1954, on the 
declining balance method at a rate twice that determined under the straight-line 
method. Since most business depreciates on the straight-line method, this 
represents more liberal depreciation privileges. The principal difficulty of the 
declining balance method is that it does not permit complete recovery of the 
value of the asset in its lifetime. It does, however, permit recovery of about 
two-thirds its value in half the time. 

According to Senate amendments, the declining balance method is optional 
at any time during the life of the asset. Thus, still assuming a 10-year asset 
valued at $10,000, it obviously would be to the taxpayer’s advantage to shift over 
to a straight-line basis at the end of the fifth year, since in the sixth year the 
deduction would be the same and in the following year it would be larger than 
under the declining balance method. (Compare cols. 2 and 4 of table.) This 
method permits full recovery of the asset. 

A new method of computing depreciation is also introduced in the Senate ver- 
sion of the tax bill called the sum of the digits method. With the exception of 
the first and last years of the same 10-year asset, the rate of recovery is faster 
throughout the life span of the asset than under the declining balance method. 
To arrive at the yearly depreciation allowed, each of the separate successive 
years is added together to provide the common denominator and the numerator 
is equal to the remaining years of life. For example, the first year’s depreciation 
is ten fifty-fifths of the value, the second year nine fifty-fifths, and so forth. 
This method also has the advantage of full recovery of taxable value in the length 
of life originally determined. 

Limitations on the tax bill as it is expected to come out of the Senate restrict 
the use of the more liberal methods to assets having a life span of more than 
3 years and to new equipment. Other features of the tax bill of significance to 
business are those relating to double taxation of corporate dividends, loss carry- 
back provisions, and election of taxation as either a partnership or corporation, 
each of which was discussed briefly. 

The Department of Commerce considers these changes in the tax law a step 
in the right direction toward restoring investment incentive to business, Mr. 
Dockeray stated, explaining that prior to the introduction of the bill, the Depart- 
ment had outlined a desirable tax program to Treasury Department officials. 
He asked that specific tax problems be made known to the Commerce Department 
so that they may be presented and discussed with the Treasury. 

Corporate and excise taves—A longstanding problem to business, especially 
to medium and small sizes, was brought up. Present corporate taxation pro- 
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hibits long-term financing, and prevents building up resource capital for research, 
new plants and equipment, and progressive growth. A conferee asked whether 
the Department is planning to take any action aimed at alleviating this tax prob- 
lem for small business, which represents the bulk of American industry. 

Mr. Teetor replied that the importance of this problem is very keenly felt by 
Department officials and that the facts are being alined with a view toward pre- 
senting the problem to the appropriate Government officials. 

More excise-tax relief was also requested by the industry. A conferee sug- 
gested that all industry be taxed 3 percent at the manufacturers’ level and that 
the present scaled tax be removed. Payment of the tax to the Government by 
the manufacturer before receipt of payment from his customer is also a burden 
to smaller companies and should be removed. 

Secretary Teetor explained that the Department’s position is that a broadened 
tax base at a uniform lower rate would be fairer to all industry. Industry 
members were in accord with this position. 


BUSINESS OUTLOOK 


Optimism with respect to present business conditions and the long-range out- 
look was expressed by Mr. Louis Paradiso (Office of Business Economics, De- 
partment of Commerce). The following encouraging economic factors are in- 
dicative of a recovery from the mild decline recently experienced: (1) an in- 
crease in the average workweek, despite a reduction of over &6 billion in defense 
expenditures since the 1953 second quarter, (2) and orderly adjustment of exces- 
sive inventories without sharp overall price declines, and (3) a steady record- 
breaking rise in commercial and residential construction. 

Expenditures for capital goods (plants and equipment) plus the purchase of 
needed schools, hospitals, and recreation facilities by State and local municipali- 
ties are expected to offset the moderate reductions in defense contracts. These 
construction activities in turn generate more employment and greater consumer 
demand. 

Consumer spending for all types of goods and services has held up for the 
year and is not far below the peak rates reached in 1953. 

Summarizing trends in production, inventories, and sales, Mr. Paradiso stated 
that he foresaw a continuity of present manufacturing, retail sales, and employ- 
ment levels for the balance of the year. Sales, as related to disposable income 
(after taxes) have been steady, he said, and the economy seems to be leveling off 
at a high rate. 

Although inventory liquidations and production curtailments, primarily in 
durable goods (machinery, fabricated materials, automobiles, ete.) have con- 
tributed to a 10-percent adjustment in industrial production, the rate of reduc- 
tion in production, employment, and inventories has not been accompanied by 
panic and drastic price discounts. Price and market stability have thus main- 
tained the economy on an even keel. 

Exceptionally high automobile sales in 1953, because of unfilled 1952 customer 
demand resulting from the steel strike, are affecting 1954 dealer inventories and 
sales. In relation to price, however, sales cannot be considered abnormally low. 

New orders are also considered an indication of future business prospects. 
The present ratio of unfilled orders to current rate of sales is 4 to 1, or just 
about the pre-Korean level. The normal average lag at that time was between 
2 and 8 months in all durable goods industries. Some increase has occurred 
in new orders during March, April, and May. This increase, together with a 
normal backlog of unfilled orders, means a strengthening of the economy and 
improved prospects for better future business. 

Present steel production at an annual rate of 74 percent of capacity is also 
a favorable indication of a stronger economy. 

Discussion.—Conferees were extremely interested in the reported status of 
the economy and the predicted outlook. They questioned the ability of the 
American economy to support full employment and sound business conditions 
without Government spending either for defense or public welfare projects and 
also asked whether the economy can be pegged to the automotive industry. 

Mr. Paradiso replied that the tremendous growth in population within recent 
years should create all kinds of demands. The amazing development of new 
products should add to these demands. Furthermore, the needs of State and 
local governments associated with population growth will add to a dynamic 
economy which can support a high level of production, employment, and sales. 
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Not satistied with the answer that the economy can be expected to remain 
healthy without defense expenditures, a conferee asked why the vast population 
increases in China and India are not accompanied by economic growth and why 
the American economy was unable to satisfy all wants during the 1930's without 
Government assistance. 

Mr. Paradiso pointed out that, basically, many more resources exist in the 
United States than in other countries. Also, plant and equipment which ex- 
panded by 50 percent during World War II did not exist in the 1930’s. Mainte- 
nance and modernization of this expanded capital outlay, as well as competition 
for markets, will compel manufacturers to reduce costs, develop new products, 
and take other actions to stay in business. In addition, the administration has 
presented a legislative program to Congress intended to avoid an emergency pro- 
gram of Federal expenditures. Authority also exists to ease credit restrictions 
and reduce reserve requirements of the Federal Reserve Board, as has been done 
by the Government. <A variety of other measures have been recommended to 
promote and protect economic stability such as reducing taxes to stimulate busi- 
ness investment, extending the Federal-aid highway program, and extending 
social-security benefits. 

With regard to the impact of the automotive industry on the economy, Mr. 
’aradiso said that, while the industry has important ramifications, consumer 
expenditures for other durable goods and services has an equal effect on employ- 
ment and disposble income. For example, the drop in auto sales in the last 5 
months does not reflect a falling off of consumer purchasing power, but rather 
a diversion to expenditures for housing and other services. 


OTHER INDUSTRY PROBLEMS 


Patent infringement.—Flashgun manufacturers are experiencing difficulty from 
German and Japanese imports entering the United States as electrical equip- 
ment, thus avoiding the higher tariff rates imposed on photographie equipment, 
a conferee reported. In addition to this unfair competition, foreign manufac- 
turers are infringing on United States patents and have thus far successfully 
evaded protests by domestic producers. It was suggested that BDSA might be of 
assistance to the industry in exploring the possibility of policing patent infringe- 
ment and evasion of existing restrictions on imports. 

Government procurement.—Photographic products manufacturers are also 
encountering foreign competition in bidding on Government procurement con- 
tracts for shipments of goods to countries under the foreign economic-aid program. 
Mr. Golden asked that specific details be transmitted to the Division in each 
ease. He added that the Division is anxious to serve business and industry, but 
that it can do so only to the extent particular problems are reported to it. 


CONCLUDING REMARKS 


An industry spokesman expressed the gratitude of the group for the oppor- 
tunity to discuss the industry’s problems with the Department of Commerce and 
BDSA and thanked the Government officials for their continued efforts in 
behalf of industry. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D.C. 
MINUTES—COOPERAGE INDUSTRIES CONFERENCE, NOVEMBER 9, 1954 


Lothair Teetor, Assistant Secretary for Domestic Affairs, Government 
presiding officer 


INDUSTRY REPRESENTATIVES PRESENT 


Mark H. Brown, Louisiana Wood Works, Inc., Lake Providence, La. 
E. R. Deutsche, Louisville Cooperage Co., Louisville, Ky. 

James W. Donaldson, J. W. Donaldson Co., St. Louis, Mo. 

George T. Dyer, Jr., Pioneer Cooperage Co., Chicago, III. 

John B. Eppler, John Eppler Co., Baltimore, Md. 

J.C. Hamlen, J. C. Hamilen & Son, Inc., Little Rock, Ark. 
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F. P. Hankerson, Associated Cooperage Industries of America, Inc., 
St. Louis, Mo. 

T. O. Helm, Blue Grass Cooperage Co., Louisville, Ky. 

George Holiman, Hiram Walker & Sons, Inc., Peoria, Ill. 

Stephen Jerry, Stephen Jerry & Co., Brooklyn, N. Y. 

Robert Klausner, Klausner Cooperage Co., Cleveland, Ohio. 

Harry Krause, Grief Bros. Cooperage Co., Delaware, Ohio. 

L. P. Long, West Kentucky Stave Co., Paducah, Ky. 

George T. McCall, George T. McCall Co., Memphis, Tenn. 

A. L. Nelson, St. Louis Cooperage Co., St. Louis, Mo. 

J. Randall Thomas, Edwin Bell Cooperage Co., Pittsburgh, Pa. 

J. Edward Tyler III, Kimbell Tyler Co., Baltimore, Md. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce : 

Hon. Sinclair Weeks, Secretary of Commerce 

Lothair Teetor, Assistant Secretary for Domestic Affairs 

Anthony J. Poirier, Bureau of Foreign Commerce 

Knoch W. Skartwedt, Bureau of Foreign Commerce 

Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. B. MeCoy, Deputy Administrator 
John A. Field, Assistant Administrator 
Todd Wright, Assistant to the Administrator 
Richard Blaisdell, Office of Public Information 
Charles A. Lewis, Director, Containers and Packaging Division 
Robert J. Small, Containers and Packaging Division 
Russell Palen, Containers and Packaging Division 
Robert Spaulding, Containers and Packaging Division 
William Price, Containers and Packaging Division 
Charles R. Hersum, Director, Industry Advisory Committee Staff 
Anne Bethea, summary writer 

Other Government agencies : 

Raymond A. Norris, Department of Defense 

L. B. Taylor, Department of Agriculture 

Kenneth Mainland, Foreign Operations Administration 

Charles H. Felton, General Services Administration 

Harold S. Lang, Small Business Administration 

J. H. Stehman, Office of Defense Mobilization 


PURPOSE OF THE MEETING 


An industry conference, sponsored by the Containers and Packaging Division, 
BDSA, was held on November 9, 1954, with representatives of the cooperage indus- 
tries (consisting of tight and slack cooperage as well as the stave and heading 
industries) to discuss: (1) Organization and functions of the Business and 
Defense Services Administration, (2) progress of defense and mobilization 
activities, (3) activities of the Containers and Packaging Division, (4) current 
status of the cooperage industries, (5) the role of the cooperage industries in an 
emergney, (6) Government procurement policies and specifications, and (7) 
other problems affecting the industries. 

Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, was 
the Government presiding officer. 


OPENING REMARKS 


Mr. Teetor opened the meeting and expressed his appreciation to the conferees 
for their attendance. 

He then explained that the area assigned to him as Assistant Secretary for 
Domestic Affairs consists of the Bureau of the Census, the Office of Business 
and Defense Service Administration. 

Commenting on the industry-conference program, Mr. Teetor explained that 
they provide a medium for the exchange of views between the Department and 
industry. To fulfill its role as the spokesman for business and industry in 
Government, the Department, through the appropriate industry division in 


BDSA, of which there are 25, must be apprised of industry’s problems and its 
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views in the methods by which they should be handled. To assure all elements 
of the opportunity of presenting their views, conferences are comprised of 
representatives of large, medium, and small business from the various geo- 
graphical locations of the country. Another important feature which has been 
added is the inclusion of trade-association executives, who are particularly 
welcome because of their vast knowledge of industry problems. 

Mr. Teetor assured the conferees that the Department has no intention of 
controlling or masterminding business. While business and industry are capable 
of solving their own problems, sometimes they are confronted with obstacles 
that can be removed only with Government assistance, he observed, and it is 
in this area that the Department will endeavor to do its utmost. 

He noted that minutes of the conferences are kept, reflecting the highlights 
of the discussions without attributing remarks to individual industry members. 
These are studied by both Commerce and BDSA officials for planning appropriate 
action. 

COMMENTS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Mr. Weeks addressed the conference and stated that the chief aim of the 
Department is to help business, thereby helping the whole economy. It can 
help industry in many ways. For instance, it has taken an active interest in 
the tax setup as it affects business. He believed that the new tax law is a 
move in the right direction and indicated that discussions are being had with 
Treasury officials on the tax program for the coming year. 

Commenting on the disposal of surplus property in Government inventories, 
Mr. Weeks explained that the Department of Commerce has a working arrange- 
ment with the Department of Defense and the General Services Administration 
te implement a policy of disposing of surplus without hurting business. 

As for the general level of business, Mr. Weeks said that he is more optimistic 
about the coming months than he has been at any other time. He expressed 
the belief that unemployment would drop a little in November and December 
and predicted a very good level of business for the first 6 months of next 
year, 

ORGANIZATION AND FUNCTIONS OF BDSA 


Upon liquidation last year of the National Production Authority, an emergency 
agency created under the Department of Commerce in 1950 to administer pro- 
duction controls, the Secretary of Commerce had to consider two factors in 
reorganizing the Department, Administrator Charles F. Honeywell explained. 
One was the basic statutory responsibility concerned with fostering, promoting, 
and developing commerce in the United States. The other consisted of the 
residual defense functions contained in the Defense Production Act of 1950, 
which was extended by the Congress, and the mobilization preparedness func- 
tions stemming from the National Security Act of 1947. Since all of these 
functions are of principal concern to business, the activities were combined 
and lodged in a new agency called the Business and Defense Services Admin- 
istration (BDSA), which was established on October 1, 1953. 

The BDSA consists of 25 industry divisions which were carried over from 
NPA, the Office of Technical Services, the Office of Distribution, several staff 
offices, and an Administrator. The agency is staffed with about 378 people, many 
of whom served in NPA. 

BDSA operates in three major areas: Defense production, mobilization pre- 
paredness, and services to business, Mr. Honeywell explained. He indicated 
that he would limit his remarks to the business-services aspects, leaving the 
subjects of defense production and mobilization readiness for discussion by 
Deputy Administrator H. B. McCoy, who is unusually qualified to discuss them 
by virtue of his experience in WPB and NPA. 

The business-services program of BDSA is based on certain concepts, one 
of which is to make it possible for this and other industries to acquaint the 
Department of Commerce with their views on matters of interest to industry 
before the Administration’s position is firmed up. He explained that, when the 
Secretary is asked to comment on pending legislation, such as revisions to the 
Taft-Hartley Act and tax laws, or on matters such as the report of the Randall 
Commission, the views of industry are obtained through the 25 divisions of 
BDSA, which have cognizance over some 400 basic industries. Where views 
are not unanimous, all sides are submitted to the Secretary for his consideration. 
Thus industry is assured of having its views reach Cabinet level. 
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Another current problem is how to dispose of the vast quantities of surplus 
Government property—running into billions of dollars a year—with the least 
impact on normal channels of trade. Industry is being afforded an opportunity 
to advise the Government on the most effective way of handling this matter. 

An assignment of considerable importance which BDSA has been given con- 
cern getting the Government out of competition with private business—a matter 
of great concern to some industries. Studies are conducted by the appropriate 
industry division to determine whether an activity should be continued or elim- 
inated. A very satisfactory relationship has been established with the Depart- 
ment of Defense and other Government agencies involved in this matter, who 
have been most receptive to the views of industry. 

There are many other activities designed to help industry, Mr. Honeywell 
commented, adding that BDSA’s aim is to assist business and industry not only 
on matters within the province of the Department but also on problems requir- 
ing action by some other Government agency. Where the Department has taken 
a stand on a particular problem, it will lend its weight in presenting the matter 
to another Government department. Where the matter is of individual concern, 
necessary contacts with appropriate officials will be arranged, upon request. 
Because of diverse interests, the Department may not always be successful in 
its efforts, he declared, but the effort will be strongly prosecuted. 

The Department of Commerce is the businessman’s home in Government, Mr. 
Honeywell emphasized, just as the Department of Agriculture is the champion 
for the farmer and the Department of Labor is the protagonist of the work- 
ingman. He also assured the conferees of full comprehension of industry’s 
problems and views, pointing out that many officials, like himself, have been 
drawn from industry’s ranks to help in effectuationg administration policies. 

Commenting on the role of the industry man in Government, Mr. Honeywell 
called attention to BDSA’s program of enlisting the aid of such personnel on a 
without-compensation (WOC) basis for 6-month tours of duty. The WOC’s 
do much to see that industry’s point of view is properly understood and advanced. 
Also, they return to industry with a better understanding of the problems of 
vovernment. The utilization of WOC’s on a rotation basis in BDSA, as well 
as in NPA and WPB, Mr. Honeywell said, has provided a roster of about 1,500 
WOC “alumni” who have returned to industry and who are considered a reserve 
to be called back in case of emergency. It is comforting to know that men of 
their background and experience may be relied on if an emergency requires their 
return to Government service. 


PROGRESS OF DEFENSE AND MOBILIZATION ACTIVITIES 


Describing BDSA’s defense and mobilization readiness activities, Mr. McCoy 
explained that the Agency’s defense production responsibilities stem from the 
Defense Production Act of 1950 as amended, whereas the mobilization functions 
derive from the National Security Act of 1947. 

Defense production is concerned with the channeling of materials and products 
required for military and atomic-energy programs as well as with the formula- 
tion of plans capable of rapid expansion for the administration of controls in 
the event of an emergency. The defense materials system (DMS) is one aspect 
of this activity. 

The DMS is essentially a preparedness measure, providing the basis for keep- 
ing in readiness machinery to be put into immediate, effective operation in the 
initial stages of all-out mobilization. It has been simplified to the point where 
only prime military and AEC contractors and their few suppliers of major 
components are required to maintain material allotment records. 

Mobilization readiness —BDSA has many important responsibilities concerned 
with long-range mobilization readiness or industrial preparedness, Mr. McCoy 
explained. The Office of Defense Mobilization, which is a permanent arm of the 
White House, has the prime responsibility for mobilization plans. It is a policy- 
making and planning agency that coordinates the mobilization activities of its 
delegate agencies, the principal ones being the Department of Commerce, Depart- 
ment of Agriculture, and Department of the Interior. 

Under directive from the Office of Defense Mobilization, BDSA advises and 
makes recommendations to the ODM on mobilization matters such as industrial 
defense, industry evaluation, maintenance of a mobilization base, stockpiling, 
and many other things. 

One aspect of mobilization readiness is the preparation of plans for industrial 
defense to insure, in the event of enemy attack, continuity of operation of key 
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facilities that would be so important in times of emergency. The changed con- 
cept in warfare and the knowledge that other nations have atomic weapons as 
well as the capability of delivering them has reduced considerably the immunity 
of this country from attack in the event of another war, Mr. McCoy said. While 
the job of protecting its facilities rests primarily with industry itself, and more 
particularly with individual companies, the Government has the responsibility 
of identifying critical industries and products, defining and analyzing general 
preattack and postattack problems, enlisting the participation of industry, and 
providing guidance. 

While physical protection of industrial facilities is a necessary step towards 
insuring continuity of production in times of emergency, other matters should 
be considered such as continuity of management, preservation of vital records, 
and alternate sources of supply. Steps must also be taken to protect man- 
power in vital manufacturing plants, such as adequate protection against fires, 
sabotage, etc. 

Some 4,000 facilities in this country are regarded as forming a small core of 
facilities whose production would be absolutely vital to the survival of the 
Nation in an emergency. These facilities are owned by some 800 to 900 corpora- 
tions, and their key officials are being consulted by BDSA concerning protective 
measures to be taken to insure continuity or resumption of production in case 
of enemy attack. 

The conferees were furnished with the following pamphlets dealing with the 
subject of mobilization preparedness : 

(1) American Industry and the Industrial Defense Program, prepared 
by BDSA 

(2) Suggested Postattack and Production Measures, prepared by ODM 

(3) Target Areas for Civil Defense Purposes, prepared by Federal Civil 
Defense Administration 

(4) A reprint from the August issue of National Rubber News 

Another aspect of mobilization readiness which is of primary concern is 
maintenance and expansion of the mobilization base to insure that military re- 
quirements can be met. Where deficiencies exist in capacity to meet defense 
requirements, industry’s advice is frequently sought on how these gaps may be 
filled. 

A function new to the Department of Commerce concerns stockpiling activities. 
Commerce is the claimant to ODM for stockpile items needed for defense-support- 
ing and essential civilian use, an assignment formerly lodged in the Department 
of Defense. The Department of Defense now establishes stockpile goals only for 
military requirements. Problems which the Department of Commerce must con- 
sider include establishment of stockpile goals, rate of accumulation, ete. The 
final decision on these matters is made by the ODM, however. 


ACTIVITIES OF THE CONTAINERS AND PACKAGING DIVISION 


Charles A. Lewis, Director, Containers and Packaging Division, BDSA, thanked 
the conferees personally and on behalf of the Division for attending the confer- 
ence and expressed appreciation for the cooperation which the industry has given 
in the past. He was of the opinion that the good relationship which has existed 
between the industry and the Division throughout two emergencies has created 
a feeling of mutual confidence. He commented on the new look in the Depart- 
ment of Commerce and assured the conferees that they were in a friendly atmos- 
phere where an effort is made to help business. 

Briefly describing the organization of the Division, he explained that it is com- 
prised of three branches: Materials and Services Branch, Rigid Container 
Branch, and Flexible Container Branch, all of which implement the broad pro- 
grain of BDSA as it applies to the various industries under the cognizance of this 
Division. The cooperage industries are under the cognizance of the Rigid Con- 
tainer Branch. 

In addition to its full-time staff, the Division utilizes the services of on-eal! 
consnitants from various industries who are consulted on highly technical prob- 
lems. 

Mr. Robert Spaulding, formerly with Kimbell Tyler Co., is the industry con- 
sultant from the cooperage industries. : 


CURRENT STATUS OF THE COOPERAGE INDUSTRIES 


: Tight cooperage.—Describing the depressed condition of the tight cooperage 
industry, several industry members reported that out of some 400 plants, all of 
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which are small-business concerns, 200 are completely shut down, with the re- 
mainder operating half time. Production has been curtailed by 75 percent. A 
substantial number of firms have gone out of business while those still in business 
face a diminishing market. 

Current production of common-grade barrels (exclusive of exports) amounts 
to only 5 percent of the 1941 level. These barrels are below whisky grade and are 
used to transport food and chemicals. The industry’s total current output of 
common-grade barrels could be produced by any one plant in the industry. 

The tight cooperage industry is comprised of many small mills scattered 
throughout the hardwood-producing areas of the country. Because the vast tim- 
ber reserves of the country have been greatly depleted, especially in the white 
oak and hardwood areas, cooperage mills no longer locate in large timber areas 
but depend on farmers and other owners of small timber tracts for their supplies. 
The principal types of lumber bought by the industry are white oak, some red oak, 
a species of gum, and other mixed hardwoods. 

Drawing from an area within a 50-mile radius, the mills may, in the course of 
a year, contact as many as 1,000 timber owners. Explaining that landowners in 
the rural areas depend on the requirements of the tight cooperage industry, the 
conferees estimated that 1 million people (estimated on the basis that each tim- 
ber owner has a family of 5) are affected by the decline in business, These people 
would not be reached by the large pulp and paper companies. 

It has been estimated that, in normal peacetime operations, the industry pays 
about $20 million a year ($15 million for white oak and other hardwoods and $5 
million for labor) directly to the farmers and small landowners in the back- 
woods who depend on the sale of trees to maintain their standard of living. 

The tight cooperage producers are dependent on the whisky barrel business for 
survival, some conferees maintained, adding that the industry can make com- 
mon-grade barrels only because its plants are kept in operation by the whisky 
barrel business. If the whisky industry becomes depressed, the tight cooperage 
business will decline. They urged that consideration be given by appropriate 
Government officials to a reduction in the Federal tax on whisky, contending that 
a tax reduction would increase the volume of business of legitimate distilleries, 
thereby benefiting the tight cooperage industry. It was estimated that about 50 
percent of the whisky being produced in the United States is illicit and therefore 
untaxed. According to some studies made, a reduction in the Federal tax on 
whisky would not result in a loss of revenue to the Government. 

Mr. Honeywell called attention to the existence of a tax expert in the Depart- 
ment of Commerce whose sole job is to present industry’s viewpoint in the whole 
area of taxation. 

Slack cooperage.—The slack cooperage industry is on a decline comparable to 
that of the tight cooperage industry, a spokesman explained, adding that 60 per- 
cent of the producing facilities of the slack barrel industry are down; production 
is only 30 percent of the quantity manufactured prior to and during World War 
II. Production of nail kegs is also about 30 percent of World War II capacity. 
Unless the slack barrel industry picks up, it can survive only a few more years. : 

It was also revealed that, during World War II, about 6 billion pounds of 
material was packed in new slack barrels, and many times that amount was 
packed in reused barrels. The No. 1 barrel—used for packing chemicals and 
dehydrated foods—keeps the slack cooperage industry in operation. 

Statistics offered by a conferee showed that in 1943, the peak year of the past 
15 years, 25 million kegs and 25 million barrels were produced. Present produc- 
tion for facilities have a capacity of only 17 million kegs and 17 million barrels. 
Commenting that it is dangerous to permit the industry’s production facilities to 
fall below the current level, some industry representatives suggested that the 
Government could help by purchasing a substantial portion of appropriate mate- 
rials in slack packages as well as by purchasing emnty containers for use in 
Government installations, These packages are economical, they said, for they 
can be reused many times. : 

Commenting on the loss of certain markets, they said that during World War II, 
when there was a shortage of slock barrels, substitute cartons were used for 
certain products, and these products have not returned to the use of wooden 
containers. 

Export trade-——A conferee called attention to the sharp drop in cooperage 
exports, adding that his company, which has been exporting cooperage for more 
than 100 years, has been forced to turn to other types of business. Describing 
some of the export husiness that has been lost completely, he said that many 
products formerly shipped in ‘wooden containers, such as palm oil and tung oil, 
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are now transported by tank steamer; wine is transported in tank cars by rail; 
sirup goes by tank trucks to the confectioners. Progress, he believed, has 
accounted for some of this loss of business. 

Calling attention to a particular problem in the Argentine, he explained that 
the packers who have operations in the Argentine—as all of the largest ones do— 
preter to ship fats in oak packages, but they are forced to use Brazilian woods 
for which they pay double the price of the American product. The proclem 
might involve convertibility of currency, he suggested. Beef products are also 
no longer shipped in wooden barrels from the Argentine. However, the conferee 
believed that it might be possible to regain some of this business. 

Asked by Mr. Lewis to comment on what can be done to help the cooperage 
industries to stimulate export trade, Enoch W. Skartvedt, American Republics 
Division, Bureau of Foreign Commerce (Department of Commerce), explained 
that the big problem is the shortage of dollars. It is difficult for foreign countries 
to sell enough goods in the United States to earn the dollars needed to purchase 
all the goods they need from the United States. Therefore, they purchase in the 
dollar areas only the goods most urgently needed. The Bureau of Foreign Com- 
merce is constantly endeavoring to make the conditions for the sale of American 
exports as fair as possible and to counteract discrimination. Referring to the 
purchase of Brazilian cooperage by packers in Argentina, he explained that they 
can purchase these and other products more easily, currencywise, from Brazil 
than from the United States. 

Replying to Mr. Lewis’ question whether the cooperage industries could take 
part in the international trade affairs program, Mr. Skartvedt believed that this 
would provide them a large field in which to demonstrate the advantages of using 
wood cooperage. The Department of Commerce has a special group working on 
exhibitions at fairs that would be glad to cooperate with the cooperage industries. 
The international trade fairs are listed in the publication, Foreign Commerce 
Weekly. 

THE ROLE OF THE COOPERAGE INDUSTRIES IN AN EMERGENCY 


In past emergencies, the military have regarded the cooperage industries as 
essential, a conferee explained, adding that this essentiality must be maintained 
to provide the wooden barrels needed during hostilities so that steel might be 
released for more critical uses. As stated before, during World War II, when 
the production of new barrels was very limited, 6 billion pounds of material was 
packed in new barrels which were reused to pack an additional 15 billion pounds. 
It was also emphasized that this industry does not compete for skilled labor in 
wartime. The industry has now become very small, and if it goes out of exist- 
ence, it will not be available for future emergencies. The conferees questioned 
whether the cooperage industries are included in ODM plans for maintaining 
standby plants. 

Mr. McCoy explained that soon after the cessation of hostilities in Korea the 
question of maintaining a mobilization base arose as many industries had ex- 
panded to meet partial mobilization and, to some extent, full mobilization re 
quirements. Fer the first time under emergency conditions, all the new facilities 
required for war production had been built with private capital, although the 
Government did provide machinery for the facilities producing some military 
end items. Thus, the question was raised whether the Government could under- 
take a program of maintaining a broad mobilization base, especially with respect 
to some facilities in a marginal category. The Defense Mobilization Board 
found that the expense of maintaining these private facilities on a standby basis 
would be prohibitive. Therefore, it was decided to limit this program to facili- 
ties engaged only in military production. In line with this thinking a Defense 
Facilities Maintenance Board has been established—comprised of representatives 
of the Department of Commerce, the Department of Defense, the Atomic Energy 
Commission, and others, meeting with the ODM—to delineate the hard core of 
production facilities—private plants, some with Government machinery—that 
should be kept in standby condition. The Government, he continued, has not yet 
gone into the phase of this program concerned with facilities indirectly connected 
with military procurement. That is the area in which the cooperage industries 
would fall. 

Asked by industry members if the cooperage industries are still regarded as 
essential, Mr. McCoy explained that the Department of Commerce, in carrying 
out its mobilization readiness responsibilities, does not single out individual in- 
dustries that could be eliminated in an emergency. Rather, a determination is 
made of the extent to which certain industries will be needed to support the war 
effort. The cooperage industries will be needed, he believed, but the problem is 
to keep them in business so that they will be available when they are needed. 
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GOVERN MENT PROCUREMENT POLICIES AND SPECIFICATIONS 


Position of the cooperage industries.—In purchasing for foreign-aid programs, 
the Department of Agriculture and the Foreign Operations Administration are 
discriminating against the cooperage industries, industry members maintained, 
by specifying that shipments shall be made in 55-gallon steel drums and tin cans, 
This eliminates wooden containers, for packers will use only the type of container 
specified in order to qualify for this export business. By eliminating wood 
barrels, the Government is in effect doing a selling job for other types of con- 
tainers, they contended. 

Referring particularly to the shipment of lard, a conferee said that wood drums 
are superior to steel drums for packaging this product as lard packed in steel 
drums begins to deteriorate in 3 to 5 months. He suggested that BDSA officials 
could check with the lard industry to ascertain their preference in packaging. If 
it were found that they preferred wood containers and if they were assured that 
lard could be sold in them, the cooperage industries could do a selling job, he 
believed. 

The association representative maintained that a demand for cooperage exists 
in a number of foreign countries, as evidenced by the exports of empty, standing 
cooperage. He believed that, by shipping lard and other shortening in wooden 
barrels, the foreign demand for these products as well as for cooperage could be 
fulfilled concurrently. He also pointed out that the resale value of cooperage 
overseas would probably more than compensate for the higher cost of the wooden 
containers. An industry member added that exports of cooperage would be 
considerably greater if dollars were more readily available in the soft-currency 
countries. Commenting on their method of preserving crops, which is different 
from that practiced in the United States, he said that foreign crops are first 
packed in wooden containers and subsequently packed in the consumer package. 

Citing Department of Commerce figures, a conferee declared that 160,000 
standing barrels were exported to England in 1952 at a price that would indicate 
they were to be used for packing lard. The cost of transporting the standing 
empty barrels from the United States to the United Kingdom was far greater than 
the difference between the cost of steel and wood barrels. Steel drums are being 
offered at prices low enough to be shipped back to this country secondhand. 

Explaining why it is necessary to reach the foreign buyers to inform them that 
the industry’s products are available, an industry member said that, during the 
war, wood was not available in this country; therefore, these countries may 
believe that wood barrels are no longer available. 

L. B. Taylor, Chief, Food and Materials Division, Commodity Stabilization 
Service, Department of Agriculture, suggested that representations on behalf of 
the cooperage industries could be made to the commercial attachés of these 
foreign countries. Describing the procedure that would be followed, Mr. Honey- 
well said that the Bureau of Foreign Commerce would contact the State Depart- 
ment, who in turn would approach the foreign Embassies. The Embassies would 
contact the foreign firms. If it is found that some of the foreign firms are not 
aware that wood cooperage is available, the industry would have something to 
work on. 

Some conferees suggested that by receiving advance notice of purchases to be 
made under foreign-aid programs the industry would be provided with an oppor- 
tunity to contact the people responsible for writing the specifications before they 
are finalized, in the interest of having their products included. The industry 
has not been able to find out whom to contact. 

The cooperage manufacturers are small industries, another conferee reiterated, 
and advance notice of purchases will not assist them in competing with the large 
steel container companies. It is not a matter of wood versus steel containers, 
but of the survival of the cooperage industries. The law requires that the 
Government award contracts to the lowest bidder. Wooden containers compete 
with steel drums, which are cheaper. Placing wooden containers in the same 
category as steel drums has the effect of ignoring the superior qualities of 
wooden barrels for certain types of business. He advocated that, where barrels 
can do a better job than drums, the Government should set up a special category 
for the purchase of material packed in wooden barrels. 

The industry members asked whether it would be within the province of the 
Department of Commerce to obtain from FOA or some other source information 
regarding these procurements, adding that it would also be helpful if the industry 
could be informed of all contracts affecting their products awarded by the Gov- 
ernment. They pointed out that the industry is so small that it cannot afford 
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to hire people to get this information for them. Their competitors, on the other 
hand, can afford to make the necessary contacts. 

Mr. Honeywell explained that it is part of the Department’s responsibility to 
do this. Mr. Lewis explained the difficulty of obtaining this information from 
FOA where individual countries let out the bids, and that the Division would 
have to ascertain FOA’s responsibility regarding specifications for the foreign 
programs. 

Mr. McCoy directed the conferees’ attention to the Synopsis of Procurement 
and Contract Awards, distributed by the Department of Commerce, which in- 
cludes a list of contracts that have been awarded by the Department of Defense, 
the General Services Administration, and other agencies of the Government, both 
on open bids and on negotiated contracts. In addition, about 30 days’ notice is 
given of the intentions of the various Government agencies to open bids for 
procurement. However, because of insufficient notice, he believed that some 
FOA and Commodity Credit Corporation purchases might not be included. He 
indicated that BDSA would make an effort to have these included where possible. 
He also suggested that the industry might contact the firms that have been 
awarded Government contracts for the purpose of selling them wooden con- 
tainers. Subscriptions te the Synopsis are $7 a year, obtainable at the Govern- 
ment Printing Office. 

In addition to the Synopsis, Mr. MeCoy said, the Small Business Circular, 
issued by the Office of Small Business, FOA, attempts to furnish information on 
purchases to be made under FOA authorization so that the small firms may have 
an opportunity to participate in that business. In some instances, the specific 
importer is identified, which affords the American exporter an opportunity to 
do business directly with him. In other instances, however, the foreign country 
may arrange for the distribution of purchases to individual importers. 

Mr. Honeywell explained that, while BDSA may look into the matter of speci- 
fications, it cannot act as salesman for the cooperage industry alone, for the 
interests of all industries must be considered. 

FOA policy.—Kenneth F. Mainland, Chief, Fats, Oils and Protein Foods 
Branch, Office of Food and Agriculture, FOA, explained that in most cases FOA 
does not specify the type of package in which commodities are to be shipped. 
While, as a matter of policy and congresional dictation, it endeavors to expose 
that trade,.to the utmost extent, to normal commercial operations, it does not 
inject itself in the writing of specifications. On the contrary, the Agency is 
primarily in the banking business. It is guided by the wishes of the foreign 
purchasers as to the type of package to be used, presuming that, when a buyer 
specifies a certain type of container, he has determined that it is the proper one 
to use. He indicated, however, that FOA would have no objection to the in- 
clusion of wooden containers in these specifications. 

To remove the impression that many products handled by FOA are given 
away, Mr. Mainland explained that giveaways amount to not more than 1 or 
2 percent. The flood relief programs are exclusively gift programs. These are 
the only programs for which FOA specifies the type of containers to be used. 
Referring to the President’s relief programs in the Danube Basin, he said that 
steel drums and tin containers have been used to some extent, adding that they 
were specified to fill the requirements of the distributing agency. He believed 
that these are the specifications that have come to the cooperage industries’ 
attention. While FOA is sympathetic to the situation facing them, it cannot 
Step outside of its role of banker and dictate to the buyer and seller how to do 
business. 

As soon aS FOA knows that it will finance the purchase of a commodity for a 
particular program, that information is published in full detail in its small 
business circular. The amount of advance notice depends on the commodity. 
While it is desirable to give at least 21 days’ notice between the time of the 
announcement to the trade and the actual buying, emergencies sometimes make 
the giving of such notice impossible. Seven days’ notice would be the minimum, 
he believed. Mr. Mainland also indicated that it is not possible for FOA to 
identify in advance the names of the buyers of particular commodities. 

Commenting on a conferee’s suggestion that wooden containers should be 
included in these specifications as an alternate package, Mr. Mainland said that 
the practical approach is to include every commercially usable style of package 
so that the buyer and seller can make a choice. 

Department of Agriculture policy—Explaining the policy of the Department 
of Agriculture, Mr. Taylor said that its purchases are packaged according to 
the distribution to be made, using the cheapest type of packaging satisfactory 
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for the job. Purchases made by this Agency for shipment abroad under FOA 
financing are not large, most of the shipments being bulk commodities such as 
grain and cottonseed oil. These are shipped in bulk because the receiving 
countries process and put them in packages acceptable to their people. 

Asked how the Government stores and disposes of the large quantity of cotton- 
seed oil it has, Mr. Taylor explained that it is stored in big bulk tanks. Most of 
it goes out in bulk and is sold in tank carlots. Some of it is exported that way. 
The Government, however, does not package this oil. 

Department of Defense policy —Raymond A. Norris, Chief, Packaging Branch, 
Standardization Division, Office of the Assistant Secretary of Defense for Supply 
and Logistics, stated that his Department’s policy is to cooperate closely with 
the BDSA Containers and Packaging Division, which, in the specifications area, 
is actually performing jobs for the DOD. Describing the practice of the DOD 
in packaging products, he explained that an attempt is made to pack military 
itetus with three practical possibilities in mind: (1) they may go overseas for 
use under combat conditions; (2) they may be stocked in this country and 
transferred from one warehouse to another; and (3) they may be bought for 
immediate use by the first domestic receiving activity, taking any commercial 
package that is satisfactory. The Department has to be ready to send materials 
to any part of the globe at any time, using containers that can withstand the 
climate of their destination. 

In order to get the most for the taxpayers’ dollar, the Department of Defense 
has initiated a program on the weight per cubic foot which, so far this year, has 
resulted in savings of about $400,000. The object is to ship in containers with 
the minimum weight per cubic foot that will get the products to their destination 
in a condition suitable to the military. In the case of steel drums, consideration 
is being given to the use of a drum weighing less than 40 pounds, which may be 
suitable for a one-time shipment but not profitable to recondition for reuse. 

In the slack cooperage area, Mr. Norris continued, the DOD intends to permit 
the use of alternate containers in its specifications. 

Mr. Lewis remarked that the DOD has cooperated with BDSA in every instance 
where it has attempted to get an alternate type of package in a specification. 


PROPOSED FORMATION OF A TASK GROUP 


Mr. Honeywell explained that often task groups are formed for the purpose 
of studying specific problems of an industry and advising the appropriate BDSA 
industry division on action to be taken. In this way, the industry is afforded 
an opportunity to speak for itself. He suggested that it might be feasible to 
establish a task group to prepare a report outlining the problems of the cooperage 
industries and asked for an expression from the conferees. 

The consensus of the industry representatives was that a task group be formed 
for this purpose. They also indicated their willingness to serve if called upon. 

Mr. Lewis solicited the help of the industry members, as well as of the associa- 
tion representative, in nominating members of the tight and slack cooperage 
industries, as well as of the stave and heading industries, for appointment to 
the task group. He explained that the persons appointed would receive instruc- 
tions on the scope of their assignment. 
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MINUTES—INDUSTRY CONFERENCE, INDUSTRIAL FASTENERS MANUFACTURERS, 
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Lothair Teetor, Assistant Secretary for Domestic Affairs, Government presiding 
officer 


INDUSTRY REPRESENTATIVES PRESENT 


Mr. Leroy Alexander, Sheffield Steel Corp., Kansas City, Mo. 

Mr. A. Watson Armour, Huck Manufacturing Co., Detroit, Mich. 
Mr. Warren F. Bice, Scovill Manufacturing Co., Waterville, Conn. 
Mr. Bruce A. Boggs, Mac-It Parts Co., Lancaster, Pa. 


3 
be 
i 
f 
© 
& 
(i 
2 
f 
4 
+ 
ni 
a 





Be nivel cle. Amie S65 




















Wwoc’s AND GOVERNMENT ADVISORY GROUPS 1983 


Mr. John H. Butcher, Butcher & Hart Manufacturing Co., Altoona, Pa. 

Mr. George P. Byrne, Sr., United States Machine, Wood & Cap Screw Service 
Bureaus, New York, N. Y. 

Mr. George P. Byrne, Jr., United States Machine, Wood & Cap Screw Service 
Bureaus, New York, N. Y. 

Mr. George S. Case, Jr., the Lamson & Sessions Co., Cleveland, Ohio 

Mr. David J. Champion, the Champion Rivet Co., Cleveland, Ohio 

Mr. Samuel N. Comly, Russell, Burdsall & Ward Bolt & Nut Co., Port Chester, 
N. Y. 
Mr. Harvey A. Craig, Republic Steel Corp., Cleveland, Ohio 

Mr. FE. R. Cross, Tubular Rivet & Stud Co., Wollaston, Mass. 

Mr. Charles S. Duvall, the Maryland Bolt & Nut Co., Baltimore, Md. 

Mr. E. W. Fuller, Illinois Tool Works, Elgin, Il. 

Mr. Donn D. Greenshields, National Screw & Manufacturing Co., Cleveland, 
Ohio 

Mr. H. Thomas Hallowell, Jr., Standard Pressed Steel Corp., Jenkintown, Pa. 

Mr. H. M. Harper, The H. M. Harper Co., Morton Grove, Ill. 

Mr. D. 8S. Jennings, Central Screw Co., Chicago, Ill. 

Mr. Fritz Jensen, Southern Screw Co., Statesville, N. C. 

Mr. Daniel H. Kane, Dzus Fastener Corp., Babylon, N. Y. 

Mr. John A. Kelly, Chicago Rivet & Machine Co., Bellwood, D1. 

Mr. Arthur Kimbell, United-Carr Fastener Corp., Boston, Mass. 

Mr. Oscar G. Knapp, Clark Brothers Bolt Co., Milldale, Conn. 

Mr. James J. Leonard, Aluminum Company of America, Lancaster, Pa. 

Mr. Frank Masterson, Industrial Fasteners Institute, Cleveland, Ohio 

Mr. Malvern J. Mather, The Allen Manufacturing Co., Hartford, Conn. 

Mr. J. C. Miller, Bethlehem Steel Co., Bethlehem, Pa. 

Mr. Charles Milton, Boots Aircraft Nut Corp., Norwalk, Conn. 

Mr. Arthur D. Morris, Bayonne Bolt Corp., New York, N. Y. 

Mr. Harold Neff, The Holo-Krome Screw Corp., Hartford, Conn. 

Mr. G. J. Oberst, The Elastic Stop Nut Corporation of America, Union, N. J. 

Mr. Robert C. Overstreet, Tinnerman Products, Inc., Cleveland, Ohio 

Mr. Vincent J. Roddy, American Screw Co., Willimantic, Conn. 

Mr. Morton Slifka, General American Transportation Corp., New York, N, Y. 

Mr. Theodore F. Smith, Oliver Iron & Steel Corp., Pittsburgh, Pa. 

Mr. C. H. Wardwell, Continental Screw Co., New Bedford, Mass. 

Mr. G. BE. Webster, The National Lock Washer Co., Newark, N. J. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce 
Hon. Lothair Teetor, Assistant Secretary for Domestic Affairs 
Hon. Carl Oechsle, Deputy Assistant Secretary for Domestic Affairs 
Mr. Ralph Spencer, Staff Officer for Disposal, Office of the Assistant Secre- 
tary of Defense (Supply and Logistics) 
Mr. Clarance Blau, Assistant to the Director, Bureau of Foreign Commerce 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
Todd Wright, Special Assistant to the Administrator 
James C .Dockeray, tax consultant 
C. R. Burrell, Director, General Components Division 
Harry S. Mills, Acting Deputy Director, General Components Division 
Samuel S. Spaulding, General Components Division 
Richard S. Blaisdell, Office of Public Information 
Dudley A. Hendrick, Adviser on Mobilization and Post Attack 
Charles R. Hersum, Director, Industry Advisory Committee staff 
Miss Rose Robbins, summary writer, Industry Advisory Committee staff 
Victor Roterus, Office of Technical Services 
Other Government agencies: 
Hon. Charles F. Mills, Acting Chairman, Renegotiation Board 
Mr. Howard W. Fensterstock, Legal Department, Renegotiation Board 
Mr. Lee A. Brown, Foreign Operations Administration 
Mr. J. Edward Ely, Bureau of the Census 
Mr. Clarence Olson, Bureau of the Census 
Mr. George S. Hartman, Small Business Administration 
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PURPOSE OF THE MEETING 


An industry conference of industrial fasteners manufacturers, sponsored by 
the General Components Division, BDSA, was held on November 23, 1954, for 
the purpose of discussing the following matters: (1) Organization and func- 
tions of BDSA, (2) preparedness for industrial mobilization and industrial 
defense programs, (3) operations of General Components Division and capacity 
and requirements task group studies, (4) renegotiation, (5) Government surplus 
sales, (6) administration policies on tariff and trade, (7) FOA program respect- 
ing foreign delegations visiting United States plants, and (8) industry problems, 
such as taxation and depreciation, stockpiling, and statistical reporting. 

Lothair Teetor, Assistant Secretary for Domestic Affairs, presided at the 
morning session of the conference, and Charles I. Honeywell, Administrator, 
Business and Defense Services Administration, presided at the afternoon session. 

In addition to the presiding officers, the conference was addressed by the fol- 
lowing Government officials: The Honorable Sinclair Weeks, Secretary of Com- 
merce; Charles F. Mills, Acting Chairman, Renegotiation Board; Ralph Spencer, 
Office of Assistant Secretary for Supply and Logistics, Department of Defense ; 
H. B. McCoy, Deputy Administrator, BDSA; C. R. Burrell, Director, General 
Components Division, BDSA; Clarence Blau, assistant to the Director, BFC ; and 
Lee A. Brown, Chief of Technical Studies—United States Branch, Industrial 
Technical Assistance Division, Foreign Operations Administration. 


OPENING REMARKS 


After welcoming the conferees, Mr. Teetor explained that the conference had 
been organized so that the morning session would be utilized with presentations 
by the several Government representatives on the functions and responsibilities 
of thew respective departments and agencies. The afternoon session will be 
devoted to a presentation of industry problems and suggestions as to the type of 
assistance which BDSA and the Department of Commerce can give. 

Mr. Teetor then described the industry conference program as a means of com- 
munication whereby views and information could be exchanged between the 
Department and industry. He assured the conferees of full comprehension of 
industry’s problems and views, pointing out that many officials, like himself, 
dedicated to the free-enterprise system, have been drawn from industry’s ranks 
to help in effectuating administration policies. He also emphasized the impor- 
tance of maintaining a close liaison with industry so that programs designed to 
strengthen the industrial economy may be kept in better perspective. The key- 
note of the industry conferences is informality, Mr. Teetor continued, adding 
that he hoped the conferees would feel free to discuss their industry problems 
and, where necessary, criticize the Department’s handling of its various 
activities, 

Mr. ‘leetor paid high tribute to the resourcefulness of business and industry 
in solving their own problems. He realized, however, that sometimes they are 
confronted with obstacles that can be removed only with Government assistance, 
and it is in this area that the Department will endeavor to do its utmost, he 
said. The Department intends to maintain an open-door policy, he assured the 
conferees, adding that industry and business should regard the Business and 
Defense Services Administration (BDSA) as their focal point in Government. 
Through BDSA’s 25 industry divisions, the Department is most anxious to be 
helpful either by presenting industry’s views to the proper Government agencies 
or by arranging for industry representatives to talk with the proper people in 
such Government agencies. 

Commenting on the organizational structure of BDSA, Mr. Teetor explained 
that the more than 400 basic industries of the United States have been divided 
along its 25 industry divisions. Depending on its nature, a single industry may 
be assigned to a division. In other cases, as in the case of components, several 
industries may be assigned to one division. Industrial fasteners fall under the 
cognizance of the General Components Division. It is to these divisions that 
industry representatives should turn when they are seeking assistance or wish 
to make suggestions. 

Mr. Teetor reiterated that neither BDSA nor the Department of Commerce is 
interested in controls or regulations except in case of emergency. 

He concluded his remarks by expressing the hope that discussion of the topics 
listed on the agenda will bring to light areas where the General Components 
ldivision can be of service to the industry. 
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ORGANIZATIONS AND FUNCTIONS OF BDSA 


Mr. Teetor introduced BDSA Administrator, Charles F. Honeywell, with the 
comment that he is a businessman in his own right and that he has brought to 
the Government a wealth of knowledge and experience which all have appre 
ciated. : 

Mr. Honeywell thanked the conferees for coming to the meeting and expressed 
his appreciation for the expenditure of time, money, and effort which such 
attendance involved. 

Mr. Honeywell joined Mr. Teetor in assuring the conferees of the Depuart- 
ment’s aim in strengthening the free-enterprise system. In December of 1952, 
he recalled, Mr. Weeks was assigned a job by the then President-elect Eisen 
hower of organizing a Cabinet committee to devise ways and means of decon- 
trolling the economy. This group did a fine job in setting up a program which 
has eliminated so-called stabilization controls in Government. 

Reviewing the events which led to the formation of BDSA, Mr. Honeywell 
recalled that one of the largest contrel agencies was NPA, which was part of 
the Department of Commerce. In endeavoring to work out the best arrangement 
under which to continue the responsibility inherent in the Defense Production 
Act—the only law in existence today that authorizes any civilian branch of 
the Government to impose controls—it was decided, after dissolution of NPA, 
to combine its residual activities with those formerly lodged in the Office of 
Industry and Commerce. This is in line with the procedure followed by Herbert 
Hoover, when he was Secretary of Commerce, in establishing a series of industry 
divisions whose mission was to serve the business community. As a matter of 
fact, the Office of Industry and Commerce and its divisions formed the nucleus 
of NPA. It appeared logical, therefore, Mr. Honeywell continued, to combine 
the defense and business services activities in one organization. 

When BDSA was officially launched on October 1, 1953, its charter contained 
three major responsibilities; namely, defense production, mobilization readiness, 
and services to business. Mr. Honeywell indicated that the defense production 
and mobilization readiness responsibilities would be discussed by his deputy, 
Mr. H. B. McCoy, who is eminently qualified in these fields by virtue of his lon: 
service in the War Production Board and the National Production Authority. 

Services to business.—In describing BDSA’s services-to-business function, Mr. 
Honeywell emphasized that this function was designed not to serve any special 
interests but rather to assist all industry on matters within the scope of the 
Department of Commerce, such as legislation affecting business, Government 
competition with business, ete. For example, it would represent industry in 
much the same manner as the Department of Labor represents the workingman 
and the Department of Agriculture represents the farmer. 

Some programs in which the Department has taken a keen interest concern 
taxes, tariffs, and labor legislation. Industry’s thinking on such matters is 
needed so that the Secretary may be apprised of all points of view before taking 
a position. Often an industry problem of an individual nature is presented, and 
in such instances, where possible, arrangements are made for contacting the 
appropriate official in the department concerned. 

Mr. Honeywell described another type of service which the BDSA industry 
divisions are prepared to give. He recalled the recent copper strike which oc- 
curred first at the mines and then in the smelting industry. The BDSA Copper 
Division was flooded with inquiries as to what could be done to prevent wide- 
spread shutdowns. The matter was called to Secretary Weeks’ attention, who 
suggested to the Office of Defense Mobiltzation that one way of handling the 
situation would be to divert to the copper-consuming industries some copper 
under contract by the General Services Administration for the stockpile but 
which had not yet been delivered to it. At 4 p. m. on a Friday afternoon, the 
Secretary received the necessary authority for the diversion. By the following 
Tuesday morning, even before the necessary paper was issued, carloads of copper 
were in the yards of copper consumers. To his knowledge, Mr. Honeywell said, 
not a single copper-consuming fabricator was forced to shut down for lack of 
copper, This was not accomplished at the expense of the stockpile, he explained, 
as every ton of copper diverted will be replaced. Other industries facing similar 
problems can expect equal consideration, Mr. Honeywell declared. 

Still another aspect of service to business deals with plant protection, Mr. 
Honeywell told the conferees, In this connection, he announced, a conference 
has been scheduled on subversion. This will be attended by Secretary Weeks, 
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Attorney General Brownell, and top industrial leaders who will advise the De- 
partment about legislation which may be required to meet subversive activities 
within their plants. Subversion, Mr. Honeywell remarked, can be just as deva- 
stating as an A-bomb insofar as continuity of production is concerned. 

Other programs falling within the service to business category are: Getting 
the Government out of competition with private enterprise; disposal of surplus 
military property; standardization of specifications where possible, and others. 

Commenting on the industry conference program, Mr. Honeywell pointed out 
that about 35 such conferences have been held during the past year, representing 
an attendance of more than 1,000 businessmen from all over the United States. 
Among this group were over 200 paid executives of trade associations who were 
welcomed as able, competent, cooperative members of industry. Businessmen 
have not only participated wholeheartedly in the industry conference program, 
but also have been most generous in furnishing to BDSA personnel on a with- 
out-compensation (WOC) basis for limited tours of duty. Two outstanding 
examples of WOC personnel are Mr. Clarence R. Burrell, presently serving as Di- 
rector of BDSA’s General Components Division, and Mr. Samuel N. Comly, exec- 
utive vice president, Russell, Burdsall & Ward Bolt and Nut Co., who served 
in important posts both in the War Production Board and the National Produc- 
tion Authority and gave valuable assistance in planning for the establishment 
of BDSA, Mr. Honeywell declared. The WOC program is exceedingly im- 
portant to BDSA’s operations; personnel serving in this capacity bring to the 
Government views fresh from industry and do much to keep Government per- 
sonnel from becoming too dogmatic. When the WOC’s return to their companies, 
they take with them a valuable knowledge of Government procedures and prob- 
lems. So important is the WOC program considered that a roster has been 
established of some 1,500 men who have served WPB, NPA, or BDSA and who 
are considered as a reserve to be called back to the Government in event of an 
emergency. 

Mr. Honeywell called the attention of the conferees to the presence of a sum- 
mary reporter in the conference and explained that summary-minutes covering 
the highlights of the proceedings will be written. To encourage free discussion, 
no conferee is identified by name or company affiliation. Government speakers, 
on the other hand, are identified. Copies of these summary-minutes will be 
distributed to the conferees, who will also, in due time, receive a report on the 
progress being made on problems presented by the industry. 

Preparedness for industrial mobilization.—Preparedness for industrial mobili- 
zation has two aspects; namely, defense production and mobilization readiness, 
Mr. McCoy said. 

Defense production is presently concerned only with materials for current 
military and atomic-energy production and construction programs, Mr. McCoy 
continued, adding that in the most recent extension of the Defense Production 
Act, Congress limited controls to these two areas. These programs are adminis- 
tered through what is known as the Defense Materials System (superseding the 
CMP), which can be readily expanded as the need presents itself. Under this 
system, requirements are presented and granted quarterly to the Department of 
Vefense, which in turn distributes them to the procurement agencies which 
allocate to the prime contractors. The system requires a minimum of bookkeep- 
ing. 

Surprising as it may seem, Mr. McCoy remarked, military and atomic-energy 
programs still need special assistance in maintaining production schedules. 

Speaking on the mobilization readiness program, Mr. McCoy explained that 
authority for this activity stems from basic legislation, principally the Na- 
tional Security Act of 1947, which authorized the President (through the former 
National Security Resources Board) to make current and long-range plans for 
the security of the Nation. Subsequently, Reorganization Plan No. 3 placed 
this responsibility in the President’s own office. The Office of Defense Mobiliza- 
tion, which had also become a part of the Executive Offices under Reorganization 
Plan No. 3, has been delegated policymaking authority for defense mobiliza- 
tion, and certain operating functions have been assigned to the Departments of 
Agriculture, Interior, and Commerce. The Department of Commerce has re- 
sponsibility for the whole industrial economy in the field of mobilization readi- 
ness, 

Mr. McCoy then explained how mobilization plans are developed. Responsi- 
bility for military requirements is in the Department of Defense and the Atomic 
Energy Commission, which calculate them on an end-item basis. The Depart- 
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ment of Commerce is charged with developing defense-supporting and civilian 
requirements during an emergency, and it is concerned not with the end items 
themselves but with the materials needed to produce thein. 

Comparing present military estimates with those developed in the past, Mr. 
McCoy said that the Department of Defense and the Atomic Energy Commission 
have done a better job than ever before. Even though these data will change 
from time to time, a sound basis for full military mobilization requirements has 
been established. 

Along with developing defense-supporting and civilian requirements, the 
Department of Commerce also has the responsibility of considering the types of 
controls which might be needed in an emergency. One step in this direction is 
the adoption of the DMS for military and atomic-energy production and con- 
struction. Work is now proceeding in adapting this system to the needs of 
the civilian economy. Mr. McCoy believed that this could be accomplished 
merely by placing outside limitations on end products. Under this arrange- 
ment, industries producing parts and components, for example, would be rela- 
tively free to obtain materials and produce without Government allocation be- 
cause markets would be limited. Military production would, of course, be rated. 
As work on this phase of DMS progresses, industry will be consulted as to the 
practicability of any regulations that are considered for adoption. Once the 
plans have been completed, they will be shelved until needed, but industry will 
know what to expect if an emergency should arise. 

Another aspect of the mobilization readiness program is a determination of 
whether sufficient industrial capacity exists to produce the necessary materials 
to meet the mobilization pattern. Studies have been undertaken in many fields 
and certain deficiencies have been discovered. For the present, the only action 
taken to close the gaps has been the establishment of expansion goals and the 
xranting of tax amortization certificates to industry for the construction of 
the necessary facilities. Many goals have already been met. Some will never be 
met because they are too great for private capital investment. In such instances, 
the Government is contemplaing action. It may take the form of storage of ma- 
chinery, as part of the national industrial reserve, which can be utilized to 
increase capacity for certain products. 

The mobilization readiness program also places on BDSA the responsibility 
for calling to industry’s attention the need for advance planning with respect to 
plant security and continuity of both production and management. Of the some 
300,000 manufacturing plants which now exist in the United States, approxi- 
mately 4,000 are deemed critical to war production. In determining criticality, 
consideration is given to the nature of the product, its importance to military and 
essential civilian production, the degree of concentration in the industry, and 
the quantities which each plant is capable of producing. 

In addition to the 4,000 critical plants, the Department of Defense also has a 
list of “key facilities” which consist of plants producing directly for the military. 
The two lists represent the hard core of essential production in the United 
States; in other words, in event of a disaster, these plants would be the first 
to be restored. 

Mr. McCoy referred to a kit which was distributed to the conferees containing, 
among other things, the following pamphlets: 

1. American Industry and the Industrial Defense Program, issued by 
BDSA. 

2. Industry Guide to Planning for Restoration of Production, issued by 
the Department of Defense. 

3. Industrial Defense Planning Manual, prepared by a task group of the 
BDSA Iron and Steel Division and published by the American Iron and Steel 
Institute for BDSA. 

Mr. McCoy believed that the conferees would find in these pamphlets many 
valuable suggestions which are generally applicable to industry. 

Commenting on the stockpiling program, which is also a feature of mobiliza- 
tion planning, Mr. McCoy explained that under Reorganization Plan No. 3 the 
stockpiling function was transferred from the Departments of Defense and 
Interior to the Office of Defense Mobilization, which has the responsibility for 
determining what materials should be stockpiled and for establishing goals and 
rates of accumulation. The Department of Commerce has been designated the 
claimant for the industrial economy. It takes a position not only on require- 
ments for the stockpile, but also on the impact on industry that the accumulation 
rate might have. Mr. McCoy recalled the problems accompanying the stock- 
piling of nickel which were solved satisfactorily by directing a reasonable amount 
to the stockpile and at the same time modifying restrictions on domestic use. 
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FUNCTIONS AND RESPONSIBILITIES OF THE GENERAL COMPONENTS DIVISION 


Mr. Burrell joined Mr, Teetor and Mr. Honeywell in emphasizing the im- 
portance of the WOC program. Explaining that he had also served in this 
capacity in NPA, Mr. Burrell stated that he had found both experiences to be 
invaluable. He also announced that he expected to be replaced, in the near 
future, as Director of the General Components Division by a representative of 
the valve industry. He urged the industrial fasteners industry to cooperate to 
the utmost in furn'shing WOC personnel when so requested. 

Commenting ou Mr. Teetor’s remark that the General Components Division “is 
a lot of things,’ Mr. Burrell stated that the Division represents a broad, across- 
the-board organization of manufactured parts that go into practically every end 
product that is made. The Division represents 54 different industries comprised 
of about 7,200 companies. The annual output of these industries is about $8 
billion—about 2% percent of the gross national product; it also represents about 
12.8 percent of all hard goods produced. The industries represented in the Gen- 
eral Components Division consume over 4 percent of all the carbon steel pro- 
duced, 11 percent of alloy steels, over 7 percent of stainless steel, 10 percent of 
brass mill products, 27 percent of copper foundry products, and approximately 
2'6 percent of aluminum. 

The industrial fasteners industry consists of about 600 companies with an 
annual output of about $1 billion; its steel consumption amounts to about 2 per- 
cent of all steel produced, or about one-half of all steel consumed by General 
Components Division industries. 

With respect to mobilization preparedness, Mr. Burrell believed that plans 
are now sufficiently crystallized so that components will not become bottleneck 
items in case of another emergency. He recalled the component problems en- 
countered in previous emergencies and described the measures that are now 
being taken to prevent them in the future. Under DMS, Mr. Burrell explained, 
end product control permits components to be treated as a “resource” in any 
future emergency; making possible immediate full production with inherent 
authority to obtain all necessary raw materials. 

Areas which have proved troublesome in the past are being investigated by 
the Department of Defense in cooperation with BDSA, ODM, and other interested 
Government agencies through an Inter-Agency Committee on Components, which 
is chaired by a representative of ODM. Mr. Burrell commented that he is the 
Department of Commerce representative on this committee. In discussing the 
work being undertaken by the committee, Mr. Burrell noted the difference in 
thinking between the Department of Defense and BDSA with respect to the 
definition of components. BDSA treats them principally as parts; the Depart- 
ment of Defense, on the other hand, while recognizing components as parts, 
considers them in the light of the end item in which they are utilized. Many 
BDSA component studies will involve such things as boilers, turbines, and motors. 
About 35 component areas are being studied by 60 task groups comprised of 
industry representatives. These groups have the problem of formulating, tabu- 
lating, and summarizing the requirements for total mobilization and ascertaining 
whether adequate productive capacity exists to produce them. 

In the industrial fasteners area, Mr. Burrell continued, several meetings have 
been held between representatives of BDSA and the Department of Defense, as 
a result of which the following nine critical categories of precision fasteners have 
already been established : 

1. High-temperature bolts and screws. 
2. Blind rivets. 
Internal wrenching bolts. 
Close tolerance bolts and screws. 
Panel fasteners. 
Lock nuts. 
Socket screws. 
. Large-size fasteners. 
9. Permanent high-strength fasteners. 
Studies are planned for each category. Task groups comprised of industry 
specialists for all 9 categories have already been formed and 6 groups have 
already held meetings. In some cases, the first meeting may indicate that a 
survey of a segment of the industry would be of great assistance. If this is 
found necessary, a questionnaire is sent to the manufacturers involved. The 
individual information requested is considered confidential and is available only 
to Government members of the study group who have been properly cleared: 
however, tabulated totals are available to interested task committees. The data 
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are kept in secret locked files, to which only properly authorized personnel have 
auceess. Mr. Burrell asked the full cooperation of industry in the matter of 
responding to these questionnaires. 

The work on these fastener studies is being directed by Samuel S. Spaulding, 
of the General Components Division, who has responsibility for activity in BDSA 
related to industrial fasteners and who can be relied upon to give unstinting 
effort toward the solution of any of industry's problems in which assistance by 
BDSA may be required. 

Mr. Burrell explained that the idea of making component studies grew out 
of the experiences with bottleneck items during World War II and the Korean 
emergency, when delivery of important units needed for the prosecution of the 
war was held up for lack of one small component. Implementation of the recom- 
inendations of these study groups to meet full mobilization should be accom- 
plished in peacetime, Mr. Burrell emphasized, so that industry will be prepared 
for any emergency. Although he recognized that industry would be put to con 
siderable expense in participating in these studies, the outlay is infinitesimal 
compared with the cost which might have to be borne if these studies are not 
continued and brought to a conclusion. Another compelling reason for taking 
action now is that any future emergency may occur suddenly leaving no time 
to build any additional capacity which may be required. 


STATEMENT BY FORMER NPA ASSISTANT ADMINISTRATOR SAMUEL N. COMLY 


Speaking for himself and on behalf of the other conferees, Mr. Comly thanked 
Department of Commerce and BDSA officials for arranging this interesting 
meeting and affording an opportunity for the interchange of ideas. He expressed 
the industry's appreciation for the assignment of its products to an understanding 
and sympathetic division such as the General Components Division. He recalled 
the effort put forth by BDSA Deputy Administrator MeCoy in bringing the 
division into existence and commented that that was a lucky day not only for 
the manufacturers of industrial fasteners but for manufacturers of bearings, 
fittings. valves, gears, chains, ete. Having an independent division, aware of 
the problems of these industries, represents a great improvement over the condi- 
tions existing during the days of the War Production Board, when components 
were scattered among end-product divisions. Mr. Comly urged that, regardless 
of other changes that may take place in the future, the identity of the General 
Components Division be retained. He also hoped that both the Division and 
the industry would continue to receive the benefits of the services of Harry S. 
Mills and Samuel S. Spaulding. 

Mr. Comly also expressed the industry’s thanks to Government representatives 
for their understanding of the essentiality of components in the military economy. 
In past control programs, the industry had a difficult time in establishing its 
essentiality for both materials and manpower. He recalled the extreme efforts 
which had to be made by components producers in convincing requirements com- 
mittees of the fact that some end items would never be completed unless the 
necessary components were available in the right size, in the right quantity, and 
at the right time. He envisioned no such difficulty in the future. 

Mr. Comly paid high tribute to Department of Commerce officials for their 
cooperation with and sympathy for business—a situation that has not always 
existed. 


RESPONSIBILITIES AND FUNCTIONS OF THE RENEGOTIATION BOARD 


The conferees were addressed by Charles F. Mills, Acting Chairman, Renego- 
tiation Board (formerly vice president of the First National Bank of Boston), 
who remarked that, although the Board has always had industry's cooperation, 
he welcomed this opportunity to speak to the group and to explain some of the 
Board's functions in an effort to bring about a better understanding of its activi- 
Ties, 

When the Renegotiation Act of 1951 expired at the end of fiscal year 1953, 
its extension was considerably delayed by the introductions of different versions 
in the House and in the Senate. Eventuaily, in August 1955, the act was extended 
in a very modified form, until the end of 1954. 

Mr. Mills then read the attached press release (attachment No. 1) which 
announced the Renegotiation Board’s “regulations in permanent form giving 
effect to the recent legislation by which Congress granted an exemption of sales 
of standard commercial articles and a partial exemption of prime contracts for 
Dew durable productive equipment. * * * As published today, they embody 
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changes made as the result of comments from industry and the Board’s own 
further study.” Mr. Mills also announced that. as of the middle of last June, 
the floor, insofar as exemptions are concerned, had been raised from $250,000 
to $500,000. 

A conferee posed the following hypothetical question: Assuming that the total 
defense business of a contractor exceeded the ceiling of $500,000 but a sufficient 
portion of that amount is entitled to standard commercial item exemption, 
bringing the remainder below $500,000, would that remainder still be subject to 
renegotiation? Mr. Howard W. Fensterstock, Legal Department, Renegotiation 
Board, stated that the remainder would be subject to renegotiation only if it 
exceeded the floor. According to the question as posed, the remainder would not 
have exceeded the floor and therefore would not be subject to renegotiation. <A 
determination made by the Board that the contractor falls within the exemption 
as to the remainder of the business would entitle the contractor to file a state- 
ment of nonapplicability indicating that he is under the floor and not subject to 
renegotiation on those sales. 

Because of closer pricing which is taking place in industry and the extremely 
modified version in which the Renegotiation Act was extended, Mr. Mills doubted 
that the act will be extended again except for some few areas. The same is true 
of price redetermination which would probably remain applicable only in those 
areas where the Government is still spending a great deal of money. 


GOVERN MENT SURPLUS SALES 


Ralph Spencer, staff officer for disposal, Department of Defense (formerly of 
Sears, Roebuck & Co.), described at some length procedures which have heen 
developed for the disposal of military surplus material. A great obstacle which 
must still be overcome is the lack of understanding possessed by the average citi- 
zen that this material was originally purchased, in the military sense, for his pro- 
tection and should be considered as part of the cost of an adequate defense, Mr. 
Spencer remarked. He also called attention to the prohibitive cost of storing 
this merchandise for indefinite periods—a factor underlying every decision to 
dispose of surplus. 

To indicate the magnitude of the surplus-property problem, Mr. Spencer noted 
that in 1952 such stocks amounted to $600 million; estimates for the current 
year are $2.2 billion. Much of this increase can be attributed to the Korean 
emergency. The return on sales averages 5 to 7 percent. While industry might 
consider this a poor return, it must be remembered that much of the property is 
used, obsolete, or shelfworn. 

Recognizing the need for action, the Secetary of Defense, about a year ago, 
issued a directive calling for identification of every item in the military system 
that was no longer needed and for uniform cataloging of such items. The mili- 
tary agencies were then directed to screen these items for utilization by both 
military and civilian agencies. This is done by circulating lists of property 
considered surplus (circulation ranges from 45 to 60 days). If the property can- 
not be used by any Government agency, it is then declared surplus and is eligible 
for sale to the public. In 1952, about $92 million worth of surplus was utilized, 
including abandoned or destroyed property. Property is abandoned or destroyed 
either for safety’s sake or because no possibility exists of moving it by sale. 
Utilization during 1954 is expected to reach about $154 million. 

Realizing that sales of military surplus might create a serious impact on the 
economy, the Department of Defense and BDSA entered into an agreement under 
which BDSA industry divisions would be consulted before any large quantities 
of materials are offered for sale. Under criteria which have been established, 
BDSA industry divisions receive information from all military selling activities 
in order that they may evaluate the impact which such sales would create. They 
then make recommendations to the Department of Defense. Industry also uses 
BDSA’s industry divisions to make its views known on these matters. 

Discussion.—Answering a question, Mr. Spencer stated that the Department 
of Defense has an active donation program which needs very little encourage- 
ment. It is part of the utilization program. The Department of Defense has 
designated certain types of organizations as eligible to receive these materials. 
They include public institutions, military schools of a private or semiprivate 
nature, the Boy Scouts and the Girl Scouts of America, and others. The only 
restrictions on the donation program concerns merchandising under stock-fund 
control. A method has not as yet been devised for working out the financial 
control to the point where the preperty may be donated easily. The matter is 
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being explored, and Mr. Spencer hoped that the Department will be able to 
liberalize the program soon. 

A conferee questioned why large quantities of solid aluminum rivets were be- 
ing offered for sale when defense supply depots were solicting bids for the 
same merchandise. Mr. Spencer replied that concurrent buying and selling 
presents a very knotty problem. Frequently, he added, the reason for such 
actions lies in the economic factors involved. In the past, investigations have 
revealed that the selling agency may be located on the west coast while the 
agency soliciting bids for the same material may be located on the east coast, 
and it is cheaper to either buy or sell in the immedaite area rather than to pay 
for cross-country shipment. Specifications also are a factor. Very often, speci- 
fications are so tight that, even if the procurement officer knows that the sur- 
plus material would be suitable for a job, he is barred from using it because 
the specifications cannot be met. Much thought is being given to this matter, 
Mr. Spencer said, and he welcomed information from the industry on any sur- 
plus disposal matter that appeared to violate reasonable business practices. 

Asked if military surplus items are made available to friendly foreign gov- 
ernments, Mr. Spencer indicated that a small amount might be distributed 
through FOA. FOA’s principal activity, he commented, is to stimulate pro- 
duction in foreign countries which are not generally interested in end products. 
Aid programs of the kind mentioned, which would be given aid in the form of 
clothing or finished products, is in another area of Government, he pointed out. 

Mr. Spaulding stated that he was watching the offerings of surplus fasteners 
very closely. Although a large quantity is available, it consists mostly of air- 
craft quality fasteners. Several large offerings were inspected and the items 
were found of such a nature as not to injure the commercial market. 

Mr. Honeywell also called attention to a publication issued by the Depart- 
ment of Commerce on a subscription basis ($7 per annum) which lists not 
only proposed Government surplus sales but also lists Government contracts 
which have been awarded and announces the new contracts which are open 
for invitations to bid. 


ADMINISTRATION POLICIES ON TARIFF AND TRADE 


Mr. Clarence I. Blau talked on the development of the administration’s tariff 
policies and their present status. 

Background.—One of the first problems which confronted the President when 
he took office was the request for an increase in the tariff on briar pipes. This 
step had been recommended by the Tariff Commission. Carrying out this recom- 
mendation involved an escape-clause action. 

The new administration immediately got to work on the question and many 
conflicting interests were discovered. On the domestic side of the question were 
a relatively small number of pipe manufacturers with a few thousand em- 
ployees. On the foreign side, it was discovered that Italy was very dependent 
on selling pipes to this country. It was also found that some domestic pipe 
manufacturers were in a depressed condition while others were not. A series of 
high-level meetings was held on the matter, including the Cabinet, after which 
the President sent the case back to the Tariff Commission for further informa- 
tion which he believed he needed to make a decision. 

Because of the inordinate amount of time which this matter consumed, the 
President became convinced that a general Government policy had to be formed 
so that individual cases could be decided in the shortest time possible. He 
also recognized, however, that the establishment of such a policy would require 
time. In line with this thinking, therefore, he asked Congress to extend the 
Trade Agreements Act for another year and simultaneously to give him authority 
to appoint a commission to look into the question. 

Congress acceded to the President’s request and subsequently, in the sum- 
mer of 1953, he formed the Commission on Foreign Economic Policy consisting 
of 17 persons (7 Presidential appointees, 5 House appointees, and 5 Senate ap- 
pointees). The Chairman of the Commission was Clarence B. Randall. This 
Commission held hearings with industry and, in January 1954, issued what 
is commonly known as the Randall report. This report was circulated among 
the various Government agencies, including the Department of Commerce, to 
afford Cabinet officers concerned the opportunity of advising the President on 
the extent to which the report should become policy of the adminisration. It 
should be said, Mr. Blau remarked, that the report contained many dissents on 
individual issues, as well as several dissents on the whole. Some of these dif- 
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ferences may have stemmed from the manner in which the Commission was 
constituted with members of different experiences, interests, and political 
leanings. : p 

The report was subjected to a very thorough examination in the executive 
branch of the Government, and each agency submitted its views to the President, 
who, on March 30, 1954, released his economic message indicating administration 
policy. ; 

It was found that, for many years, the United States had been exporting 
considerably more than it had been importing, which resulted in a dollar gap. 
Other countries were not earning as many dollars as they were spending for 
United States goods. Over a period of years this gap was met by giveaway 
programs. In view of this situation, both the Commission and the President 
reached the conclusion that a choice must be made of one of three alternatives : 

1. Reducing exports. This was considered an undesirable choice from 
the point of view of American business, agriculture, and labor, because so 
many people were dependent for their business success and employment 
on selling abroad. 

2. Continuation of the program of giving away large sums of dollars. 
This was also considered an unattractive choice as such a program would 
ultimately mean the giving away of the products of labor and capital. 

3. Increasing imports. This was the choice of the administration—to be 
accomplished gradually over a period of years and with adequate safe- 
guards, so that the United States could continue to sell abroad in about 
the same sums as before for the present and to increase such sales as the 
economy expanded. Objectives of this policy were— 

(a) to extend international trade ; 

(b) to encourage foreign investment ; 

(c) to facilitate the convertibility of the currencies of other countries 
into dollars ; 

(d) to decrease aid or giveaway programs. 

Tariff policy.—The President has decided, Mr. Blau explained, that the Trade 
Agreements Act, which has been on the statute books in various forms since 
1934, is a desirable instrument of foreign policy. He therefore recommended 
that the act be extended for 3 more years, containing the following 3 types of 
authority, only 1 of which could be used on any given commodity : 


1. The President could reduce an existing tariff in return for a corre- 
sponding reduction in the tariff of another country by as much as 15 percent 
over a 3-year period (5 percent each year). 

2. In those cases where goods are not being imported into the United 
States or are coming in negligible amounts, the President could reduce tariffs 
by as much as 50 percent. 

3. Where tariffs are over 50 percent, the President could, over a 3-year 

period, reduce them to 50 percent. 

In requesting the above authority, the President also asked that the safeguards 
contained in existing legislation be continued, including peril-point findings by 
the Tariff Commission and the escape-clause procedure. In addition, he recom- 
mended that the General Agreement on Tariffs and Trade be renegotiated with 
other members of that organization and submitted to Congress for approval; 
also that tariff structures be simplified so that questions of classification and 
evaluation can be decided in a shorter time and business conducted in a more 
orderly fashion. 

In the field of investment, the President recommended that the tax laws be 
modified and that greater diplomatic support be given to businessmen and others 
to encourage investment abroad. The President also followed the recom- 
mendation of the Randall Commission on currency convertibility. 

Tariff problems of the industrial fasteners industry.—As certain members of 
the industrial fasteners industry have an escape-clause action pending, Mr. 
Blau believed it would be helpful to explain the procedure followed, once the 
Tariff Commission makes its reports. 

If the Tariff Commission recommends no change, then it simply denies the 
application without making a report to the President. If such an announcement 
of the Commission’s decision is not made, then the industry concerned can 
assume that either the Commission is divided in its opinion or that a majority 
of the Commission has recommended some change. 

If the Commission recommends a change, it sends its report to the President, 
who circulates it to many Government agencies, including the Department of 
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Commerce. The report is studied and comments are forwarded to the President 
by the agency heads. In the Department of Commerce, Secretary Weeks makes 
the decision on the advice of his Assistant Secretaries for Domestic Affairs and 
for International Affairs. This procedure has been developed so that both the 
international and domestic aspects of the economy receive equal consideration. 

After receiving reports from all Government agencies, the President considers 
their recommendations as well as those made by the Tariff Commission in reach- 
ing its decision. 


FOA TECHNICAL ASSISTANCE PROGRAM—FOREIGN DELEGATIONS VISITING 
UNITED STATES PLANTS 


Lee A. Brown, Chief of Technical Studies, United States Branch, Industrial 
Technical Assistance Division, FOA, reminded the conferees that the idea of 
technical assistance is not new. History shows that Japan furnished technical 
assistance to China long before the Christian era. Through the years, such pro- 
grams have existed in various countries in one form or other. The Marshall plan 
was the first major endeavor by the United States in this respect. Since its in- 
ception, the United States has been doing business with 64 foreign countries. 
Under this program about 16,000 Europeans and 1,000 from the Far East have 
come to the United States on short tours. Represented in these groups were 
industry, agriculture, public administration, health, and many other activities. 
Mr. Brown praised industry for its generous cooperation in receiving foreign 
visitors. Companies having worldwide organizations are especially anxious to 
receive these groups. 

Some industries, like textiles, components, and bicycles, are sustaining sharp 
competition from imports and, in such instances, FOA policy is not to en- 
cumber such industries with visiting teams. In any event, visitors from foreign 
countries are not permitted to see product designs, patents, or trade secrets. 

The technical-assistance program, Mr. Brown continued, in addition to its 
other aspects, represents an effort to expose foreign friends of the United States 
to Americans, American ideas, and the American way of life. 

European teams are not coming as frequently as in the past, Mr. Brown 
reported, because technical assistance is being discontinued by bilateral agree- 
ments particularly with northern European countries. Henceforth, the pro- 
gram will concentrate more on underdeveloped areas. The great majority 
of foreign visitors are sponsored by their own Government agencies, although 
indications are that, in the near future, many are planning to come at their own 
expense. 

Mr. Brown also told how the program is of mutual assistance to the visiting 
country as well as the host country. He cited one instance of an American 
manufacturer of power shovels who received a suggestion from a visitor which 
is saving him $600 in the production of each shovel. 

Any industry not interested in participating in the technical-assistance pro- 
gram has only to advise the Foreign Operations Administration of its wishes 
in the matter, Mr. Brown said. 


PRESENTATION OF INDUSTRY PROBLEMS 


Essentiality of industrial fasteners —Emphasizing the importance of indus- 
trial fasteners to the national defense, a conferee pointed out the importance 
of having sufficient capacity and supplies of these products in time of emergency. 

When Congress passed the Trade Agreements Act in 1934, the conferee con- 
tinued, it provided for escape-clause action for those industries in real need 
of assistance. Therefore, regardless of any other trade policies adopted by 
this administration, it is vital that the escape-clause provisions as intended by 
Congress should be carried out and industries, such as industrial fasteners, 
which have been injured by imports, should be assisted. Although the entire 
industrial-fasteners industry has been injured by imports, the wood-screw 
segment has been the most seriously affected. 

During the war period, when wood screws were desperately needed, the 
conferee recalled, no imports of this vital product were available. He further 
pointed out that, in times of national emergency, practically all the steel pro- 
duced is utilized in war production, leaving the rest of the economy to rely on 
wood. Failure to aid the industry now may result in such deterioration as to 
hamper major production programs in an emergency. This occasion is being 
taken to emphasize the importance of wood screws because the request of this 
segment of the industry for an import quota is now before the President for 
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decision, and the industry’s essentiality should not be overlooked. The con- 
feree hoped that the Department of Commerce would support the industry’s 
position in this matter. 

After further comment, the industry members unanimously recommended that 
Secretary of Commerce, Sinclair Weeks, submit to the President detailed proof 
of war essentiality of wood screws as shown by national-defense usage and by 
high WPB and NPA priority ratings given wood-screw production in World 
War II and the Korean emergency, and that he support vigorously the wood- 
screw industry’s application for an import quota to preserve the domestic wood- 
screw-making capacity so vitally needed in the event of war. 

Accuracy of import-export figures.—A study of the import-export figures pre- 
pared by the Department of Commerce, a conferee declared, indicates that they 
do not accurately measure export-import trade. Discrepancies are apparent 
in measuring the inflow and outgo of commercial articles sold through normal 
channels of trade; the industry is of the opinion that figures of import and export 
should be based on the distribution through normal trade channels. While 
import figures seem to be quite accurate, export figures are somewhat distorted, 
he believed. 

A recent study of foreign aid granted by the United States showed that ship- 
ments by the United States to foreign countries included articles for both 
civilian and Government use, and that these articles were listed as exports. To 
be consistent, the conferee suggested, any items of United States manufacture, 
which are purchased by Government agencies in this country for shipment over- 
seas should not be listed as export, even though their end use is in countries 
outside the United States. The correct denominator of import and export 
articles should be the medium of distribution, i. e., established, normal channels 
of trade. 

The conferee further suggested that the terminology descriptive of import 
and export code numbers could be so clarified that they would cover the same 
products. For instance, import code No. 6200500 is described as bolts and bolt 
blanks. Export code No. 618261 is described as bolts, screws, nuts, rivets, and 
wushers—iron and steel. These are two code numbers under which the greatest 
dollar values are shown and, the conferee believed, a similarity should exist in 
describing products under code numbers. These changes, he suggested. coer'4 
be made without a great deal of work. 

Department of Commerce and BDSA officials were asked to study these ob- 
servations with the idea of bringing about simplification and standardization for 
niutual understanding, 

Mr. J. Edward Ely, Chief, Foreign Trade Division, Bureau of the Census, com- 
mented that the problem posed by the industry is difficult to solve because of 
the tariff categories which have been established. Import statistics must be 
compiled in conformity with these categories, the terminology of many of which 
goes back to the 19th century and are now, of course, outdated. 

Mr. Ely called attention to the Customs Simplification Act passed during the 
last session of Congress which requires the Tariff Commission to eliminate 
archaic classifications. An advisory committee of businessmen to study this 
problem has been formed. 

Commenting on the question raised by the conferee concerning the amount of 
exports on foreign aid, Mr. Ely pointed out that at the time merchandise is 
shipped out of the country it often is not known whether it is destined for for- 
eign aid or not. As to the differences between United States export and import 
figures and those of other countries, Mr. Ely explained that these stem prin- 
cipally from the fact that shippers often classify parts as something else. Efforts 
are being made by the Census Bureau to work out some procedure that will 
assure proper classification. 

After further discussion, the conferees were assured by Mr. Honeywell, Mr. 
Burrell, and Mr. Spaulding that BDSA would explore the matter to see what 
could be done. 

Taxation and depreciation.—Mr. James C. Dockeray, tax consultant, BDSA, 
reviewed the recommendations made by the Department of Commerce with re- 
spect to revision of the tax law. One recommendation called for a substantial 
broadening of the tax base; another urged that, insofar as the budget would 
permit, something should be done about individual tax rates, particularly as 
they relate to incentive aspects of taxation. This recommendation was followed 
in the case of individuals but not to the degree advocated. 

The Department also recommended adjustments in the depreciation provisions 
which were passed in substantially the form advocated. The depreciation pro- 
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visions aS now contained in the tax law will probably cost the Government $400 
million the first year and even more than that the second year. 

The Department also favored modification of the double taxation of dividends 
provisions; considerably more liberalization in this respect is called for, Mr. 
Dockeray believed. 

The research and development expense allowance was also supported by the 
Department. 

All these modifications, Mr. Dockeray observed, represent a step in the right 
direction. 

He also called the attention of the conferees to some new recommendations 
which are being framed in broad general language for consideration by the 
next Congress. These concern readjustment of corporation and individual tax 
rates, a broader tax base which will more equitably distribute the tax burden, 
and further adjustment of depreciation allowances. As specific proposals are 
crystallized, they will be fitted into the broad language. 

With 25 industry divisions representing several hundred separate industries, 
it is difficult for the Department to take a position on tax matters that will be 
satisfactory to all concerned, Mr. Dockeray remarked. Its position, therefore, 
usually represents a synthesis of all the views expressed on a particular problem. 

Outlook for further tac revisions.—Items being studied for possible revision 
are: Depletion, exploration expenses, excise taxes, cooperatives, pensions, and 
other matters. With respect to pensions, Mr. Dockeray remarked that a bill 
had been introduced authorizing individuals to set aside up to $750 annually, 
tax free, for the purchase of annuities. The annuity would be taxable when it is 
paid, however. This bill is being sponsored by the American Medical Association. 

Commenting on the liberalized depreciation provisions of the present tax law, 
Mr. Dockeray revealed that considerable confusion exists in the minds of some 
people as to how the new features are to be utilized. He explained that those 
who have been using the straight line method may continue to do so if they 
wish. With respect to recent acquisitions they may, however, desire to take 
advantage of the sum-of-the-digits method which permits a slightly faster 
recovery of capital invested in equipment, machinery, etc. 

Mr. Dockeray stated that the Department of Commerce is very much inter- 
ested in obtaining a cross section of industry opinion on questions such as: Does 
industry wish to retire equipment in half the time that it will actually last? 
If so, would the equipment be replaced at the time it is retired for depreciation 
purposes or would it continue to be operated without depreciation charges? 
Also, would industry consider the faster depreciation practices as yielding a new 
source of revenue, or would it prefer to follow past practices? If opinion of these 
matters is reasonably uniform, it may be possible for the Department to take an 
Official position with respect to them. 

Mr. Dockeray also expressed the opinion that the recent elections will have 
little effect on the philosophies followed by legislative committee dealing with 
tax problems. 

A conferee stated that the United States Machine, Wood & Cap Screw Service 
Bureaus had received many questions regarding the depreciation provisions 
of the new tax law. A survey of the industry is planned on this matter. 
After the results of the survey are collated, they will be submitted to the De- 
ment. 

Answering a question, Mr. Dockeray explained that construction projects 
that are undertaken in connection with national-defense programs are eligible 
for consideration under the accelerated tax-amortization provisions. However, 
certificates must be obtained in advance of construction. 

Commenting on the cost to the Government of the more liberal depreciation 
allowances, a conferee was of the opinion that the cost would be far less than 
is now anticipated because of the greater production capabilities industry will 
have with more capital at its disposal. 

In reply to a question, Mr. Dockeray stated that the matter of increased 
social-security payments and the proposed guaranteed annual wage is being 
studied by his staff. 

Railroad freight-car stockpiling program.—A proposal for stockpiling rail- 
road freight cars was submitted by a conferee (see attachment No. 2) with the 
comment that he believed a similar proposal had been introduced by the car- 
builders industry; he asked that the car builders’ proposal be made available 
to this industry. 
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In support of his proposal, the conferee explained that certain segments of the 
industrial fastener industry rely very heavily on railroad freight-car construc- 
tion. In the past, these industries have been faced with a feast-or-famine type 
of situation. Railroads follow the practice of buying cars only when traftic is on 
the increase. When this happens, the demand for this industry’s products sky- 
rockets to a point beyond the production capability of existing plants. This is 
especially true in wartime. As traffic lessens, the demand then falls to such 
a low point that much productive capacity stands idle. The purpose of propos- 
ing the stockpiling of railroad freight cars is to obtain a more even demand flow, 
while at the same time assuring the country of an adequate supply of cars 
in time of emergency which, the conferee feared, might arise with extreme 
suddenness in the future. Another aspect which should not be overlooked is 
the need for such equipment by Canada and especially Mexico, which leans 
heavily on the United States for interchange of cars. 

Mr. Honeywell regretted that the matter of stockpiling freight cars had not 
come to his attention soon enough to arrange for a representative of the Ship- 
building, Railroad, Ordnance, and Aircraft Division to be present to discuss 
this matter. He promised to furnish the conferees with a copy of any proposal 
submitted by the railroad industry. A copy of the conferee’s proposal will 
also be sent to the Shipbuilding, Railroad, Ordance, and Aircraft Division for 
consideration. 

Another conferee recalled that the first product to receive attention under the 
allocation program in 1951 was freight cars because of the tight situation that 
existed. While concurrent attention was given to materials and manpower 
for the program, sight was lost of the importance of rivets. He urged that 
these important items should not be overlooked in any future emergency. Mr. 
Honeywell assured the group that the matter will be thoroughly considered. 

Tool standardization.—Speaking of general engineering data and tovls, a 
conferee pointed out that without tools, in this industry particularly, nothing can 
be produced. It is very easy to conceive, he said, that plants may be out of 
vital tools and have virtually no place to turn to for them, thereby crippling 
production. Yet the equivalent tool might be available from several tool manu- 
facturers or from many other fastener manufacturers if the plant in question 
knew where to go. 

A great similarity exists in the tools used throughout the industry, he con- 
tinued, adding that no coordinated effort has been made on tool design in general 
with at least some interchangeable features from one plant to another. Both 
Waterbury Farrel and National Machinery and others have sketches, prints, 
etc., of tools common to their many machines, the conferee said. A great many 
manufacturers use something very similar to this or identical with it. 

Certain tools, such as roll-thread dies, slotting saws, Phillips punches, and 
many others within the industry are common to all and made by specialists. 
Within reason, these are easy to obtain and/or borrow or buy from other 
manufacturers in case of an emergency. The conferee indicated that he was 
speaking now of the other tools, whose number is legion, such as dies, hammers, 
dials, upsets, and the important components of tooling practice which might 
be used by anywhere from 20 to 200 or more different fabricators. 

He proposed that a tool standardization committee be set up by 2 or 3 of the 
groups using the facilities of the several machinery manufacturers and coupling 
with the tool designs used by many of the manufacturers themselves. These 
then should be incorporated in a booklet showing tool types of standard nature 
and made available to anyone in the industry. 

The conferee emphasized that there are no trade secrets about the shape or 
size of a given die and/or hammer, or a host of other items. Trade secrets may 
exist with respect to manufacture of the tool, the hardness of the steel, ete., 
but it is not necessary to divulge these matters. The conferee riterated that 
he was speaking only of the sizes, kinds, and shapes of tools of universal 
adaptability throughout the industry which can be cataloged. 

Mr. Burrell stated that the General Components Division would be most 
interested in going into this matter further. 


‘After the conference, it was learned from the cognizant BDSA Division thar the 
railroad industry had never submitted a formal proposal for the stockpiling of railroad 
freight cars, but at its June 30 industry conference, several members did mention that 
the stockpiling of some freight-car components might ‘prove feasible. 
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REMARKS BY SECRETARY OF COM MERCE, SINCLAIR WEEKS 


Secretary of Commerce Sinclair Weeks addressed the conference on subjects 
of joint interest to the Government and the industry. 


ATTACHMENT 1 


THE RENEGOTIATION BOARD 
Washington, D.C. 


RELEASE No. 17-54 


The Renegotiation Board published in the Federal Register November 24, 1954, 
its regulations in permanent form giving effect to the recent legislation by which 
Congress granted an exemption of sales of standard commercial articles and a 
partial exemption of prime contracts for new durable productive equipment. 
These regulations were previously published in tentative form on October 2, 
1954. As published today, they embody changes made as the result of comments 
from industry and the Board’s own further study. 

Acting Board Chairman Charles F. Mills, in releasing the regulations, empha- 
sized again that the Board had endeavored to carry out the intent of Congress 
in a manner that would put industry to the least possible burden of time and 
expense in availing itself of the new exemptions, and vet would enable the 
Board to discharge its responsibilities effectively. 

The standard commercial article exemption applies only to amounts received 
or acerued after December 31, 1953, from sales of such articles as defined in the 
act. Such sales are exempt unless the contractor waives the exemption or unless 
the Board, within 6 months after the contractor files requisite information, 
makes a specific finding that competitive conditions affecting the sale of such 
articles “are such as will not reasonably prevent excessive profits.” 

The permanent regulations issued today retain the approach of the tentative 
regulations. When any contractor claims the standard commercial article 
exemption, the Board will complete action on the claim before taking action 
with respect to any other renegotiable business of the contractor in the same 
fiscal year. To facilitate this procedure, contractors are encouraged to file a 
standard commercial article report as soon as practicable, either before or after 
the close of their fiscal year. For the purposes of such report, contractors are 
permitted to estimate their total net sales of standard commercial articles 
grouped according to their own product classifications, and to estimate the per- 
centage of such sales made for defense purposes. The regulation states that 
these estimates may be based upon the experience of the contractor in prior 
vears or available information for the year in question, and the contractor is 
not required to employ detailed segregation methods in making the estimates. 

A specific provision has been introduced authorizing the contractor to claim 
the exemption for any class of standard commercial articles and to waive it for 
any other class or classes. However, neither product classes nor individual con- 
tracts may be split for the purpose of the waiver. 

The procedure for obtaining information from the contractor claiming exemp- 
tion has been changed in some respects. Every contractor claiming the exemp- 
tion is required to file a standard commercial article report, but the extent of the 
information furnished in the report will vary in accordance with the basis of the 
exemption claimed. The contractor who manufactures a standard article for 
stock is required to submit only a short report, called part I. If he does not stock 
the article, but claims that it is sold commercially by two or more other persons, 
he must file both part I and part II, comprising certain further details. In addi- 
tion to the required information, every contractor filing either type of report is 
invited to include any other pertinent data tending to establish the sufficiency 
of competitive conditions to prevent excessive profits from the sale of the articles 
claimed to be exempt. 

If a contractor’s report is defective, or if the Board requires information in 
addition to that contained in the report, the regulation provides that the Board 
must request within 60 days that the defect be corrected or the additional infor- 
mation be furnished. The 6-month period within which the Board is required to 
determine the claim for exemption does not begin to run until the defect is cor- 
rected or the additional information is supplied. This, Mr. Mills pointed out, 
is a new provision which the Board considers necessary for proper administra- 
tion of the act. He made it clear, however, that it is still the intention of the 





1998 WoOC’S AND GOVERNMENT ADVISORY GROUPS 


Board to deal promptly with all exemption claims and that the provision for 
additional time is designed mainly to assure that the Board will have proper 
and complete information from the contractor in time to permit adequate consid- 
eration of the exemption claim. He added that he did not expect this provision 
to make any appreciable difference in the completion of Board action in the vast 
majority of cases. 

With respect to durable productive equipment, the new regulation is somewhat 
simpler than the early proposed regulation. It leaves untouched the existing 
regulation applicable to fiscal years ending before June 30, 1953. For fiscal 
years ending on or after that date, it continues the existing provisions with 
respect to subcontracts for such equipment and merely extends those provisions 
to apply to prime contracts as well. The partial exemption of prime contracts 
for durable equipment does not apply when the equipment cannot practicably 
be converted, adapted, or retooled for commercial use. 

Together with the new regulations, the Board fixed the time for the filing of 
financial statements and standard commercial article reports by contractors 
with fiscal years beginning in 1953 and ending in 1954. During the pendency of 
the recent legislation, and until implementing regulations could be formulated, 
contractors had been granted an indefinite extension of time to make filings 
for such fiscal years. The new filing dates were established by notice published 
in the Federal Register today. 


ATTACHMENT 2 


THE CHAMPION RIVET Co. 
Cleveland 5, Ohio 


NOVEMBER 23, 1954. 


REPORT TO THE INDUSTRY CONFERENCE, INDUSTRIAL FASTENERS MANUFACTURERS, 
SPONSORED BY THE GENERAL COMPONENTS DIVISION, BDSA, DEPARTMENT OF 
COM MERCE 


We proposed that the Department of Commerce consider a railroad freight 
car stockpiling program. 

Reasons: 

(a) The railroads have approximately 200,000 cars less than needed for 
an emergency similar to World War II. 

(0) Current railroad expenditures for new cars and car repairs are very 
low. 

(c) In any future emergency, there will be a minimum of lead time avail- 
able to construct these needed cars. 

(d) The materials needed for such a program are currently available 
and they can be purchased for a reasonable price. 

Discussion: Historically, the railroads of the United States have maintained 
and operated approximately 2 million freight cars. During the Korean war in 
1950 there were 1,800,545 cars in service. In 1951 there were 1,821,996 cars in 
service, or an average of 1,811,271 for these 2 years. 

The number of freight cars in service at the present time are 1,831,993. An 
additional 125,523 railroad owned cars and 773 privately owned cars are in 
disrepair but can be made available for service. 

This compares with the Korean war year of 1950 when 29,945 railroad owned 
cars and 176 privately owned cars were out of service for reason of bad repair. 
In 1951 these figures were 28,974 and 476 respectively. 

In the last 2 years the railroads have been quite inactive in both new car pur- 
chases and car repair work. Normally, the railroads purchase between 80,000 
and 85,000 new cars. During these past 2 years they have been purchasing be- 
tween 25,000 and 30,000 new cars while scrapping 60,000 cars. Their car repair 
program has been off quite an extent as per the 125,523 cars as noted above. 

Proposal: We propose, on the basis of the foregoing figures and in the interest 
of national defense, a two-part program : 

(1) A car-repair program in the amount of 50,000 cars. 
(2) A new-car program in the amount of 50,000 cars. 

By way of precedent, this was done after World War I. There was a program 
for 100,000 new cars. This particular program was badly handled due to the 
absence of the restrictive features of the specifications of the Association of 
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American Railroads. In the years of 1943 and 1944 in World War II however, 
specifications were developed by the Office of Defense Transportation, with the 
aid of the American Railroad Car Institute and the Car Construction Committee 
of the Association of American Railroads, for 19 different “Victory” cars. These 
specifications spelled out the car design as well as the complete bill of materials 
needed for each car. 

It is our recommendation that the Department of Commerce sponsor a rail- 
road freight car stockpiling program as outlined, under the Office of Defense 
Transportation and with the consultation of the committees mentioned above. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—INDUSTRY CONFERENCE, INDUSTRIAL PoWwER TRUCK MANUFACTURERS, 
NOVEMBER 30, 1954 


Charles F. Honeywell, Administrator, BDSA, Government Presiding Officer 


INDUSTRY REPRESENTATIVES PRESENT 


Mr. J. A. Baldinger, Automatic Transportation Co., Chicago, Ill. 
Mr. A. M. Barrett, Jr., Barrett-Cravens Co., North Brook, Il. 
Mr. Wm. Van C. Brandt, Industrial Truck Association, Washington, D. C. 
Mr. Eugene Caldwell, Hyster Co., Portland, Oreg. 
Mr. L. O. Daniels, the Buda Co., Harvey, Il. 
Mr. R. H. Davies, Clark Equipment Co., Buchanan, Mich. 
Mr. G. B. Davis, the Baker-Raulang Co., Cleveland, Ohio. 
Mr. Herbert H. Frost, the Buda Co., Harvey, Ill. 
Mr. E. C. Hamm, Colson Corp., Elyria, Ohio. 
Mr. Jack Kiefus, Big Joe Manufacturing Co., Chicago, Il. 
Mr. P. K. McCullough, the Mercury Manufacturing Co., Chicago, Il. 
Mr. George G. Raymond, Jr., the Raymond Corp., Greene, N. Y. 
Mr. I. F. Schreck, the Moto-Truc Co., Cleveland, Ohio. 
Mr. F. J. Shepard, Jr., Lewis-Shepard Products, Inc., Watertown, Mass. 
Mr. W.C. Stueting, Lift Truck, Inc., Cincinnati, Ohio. 
Mr. R. T. Tiebout, the Baker-Raulang Co., Cleveland, Ohio. 
Mr. S. K. Towson, the Elwell-Parker Electric Co., Cleveland, Ohio. 
. E. F. Tyman, the Yale & Towne Manufacturing Co., Philadelphia, Pa. 
. W. L. Utley, Towmotor Corp., Cleveland, Ohio. 
r. Nathaniel Warshaw, Market Forge Co., Everett, Mass. 
. V. O. Williams, Gerlinger Carrier Co., Dallas, Oreg. 
. Samuel Wunsch, Silent Hoist & Crane Co., Brooklyn, N. Y. 
. Arthur M. Johnson, ASTE and ASNE, Silver Springs, Md. 
GOVERN MENT REPRESENTATIVES PRESENT 
Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce 
Hon. Carl F. Oechsle, Deputy to Assistant Secretary for Domestic Affairs 
Business and Defense Service Administration: 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
A. A. Bertsch, Office of the Administrator 
James C. Dockeray, tax consultant 
Richard S. Blaisdell, public information officer 
Everett O. Clark, Director, General Industrial Equipment Division 
Harry’S. Mills, Deputy Director, General Industrial Equipment Division 
James W. Anderson, Chief, General Service Equipment Branch, GIED 
Robert W. Scott, Chief, Materials Handling Equipment Section, GIED 
Edwin W. Ely, Chief, Commodity Standards Division, Office of Technical 
Service 
Charles H. Pearce, Containers and Packaging Division 
Charles R. Hersum, Director, Industry Advisory Committees Staff 
Maria Rotondo, summary writer, Industry Advisory Committees Staff 
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Other Government agencies: 
Brig. Gen. A. B. Denniston, Department of the Army 
kh. C. Spencer, Department of Defense 
Comdr. L. E. Shea, Bureau of Supplies and Accounts, Department of the Navy 
Capt. C. R. Watts, Department of the Navy 
Comdr. E. E. Brighton, Bureau of Supplies and Accounts, Department of 
the Navy 
Brig. Gen. R. A. Anderson, Department of the Navy 
Albert B. Drake, Department of Defense 
Col. Lee V. Wiseman, Department of the Air Force 
Col. Joseph 8S. Bleymaier, Department of the Air Force 
Maj. Harry C. Graser, Department of the Army 
Allen Kerr, Department of the Army 
Walter Cushman, Department of the Army 
Ralph Lundgren, Department of the Army 


PURPOSE OF THE MEETING 


At the invitation of Secretary of Commerce Sinclair Weeks, representatives of 
the industrial power truck industry met with officials of the Department of Com- 
merce, Business and Defense Services Administration, and the Department of 
Defense to discuss the following subjects: (1) Organization and Functions of the 
Business and Defense Services Administration, (2) Preparedness for Defense, 
(3) taxes, (4) simplification, standardization, and specifications, (5) Govern- 
ment surplus property, and (6) industry problems. 

The conference was held under the auspices of BDSA and presided over by 
Mr. Charles F, Honeywell, Administrator, BDSA. 


INTRODUCTORY REMARKS 


In opening the meeting, Mr. Honeywell explained that Mr. Lothair Teetor, the 
Assistant Secretary of Commerce for Domestic Affairs, who usually presides at 
industry conferences, Was unable to attend. Commenting that this was the 
3Sth in a series of conferences, each of which is sponsored by the cognizant BDSA 
Industry Division, Mr. Honeywell stated that industry conferences are being 
held as rapidly as possible with various segments of American industry to pro- 
vide an opportunity for discussion of current problems and matters of mutual 
interest to Government and industry. 


* REMARKS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Secretary Weeks welcomed the conferees, saying that industry conferences 
are part of a program initiated by the Department of Commerce to bring about 
a Closer relationship between Government and the industrial and business com- 
munity by an exchange of ideas on ultimate objectives. 

In view of the complexity of modern-day Government problems and their 
widespread effect on industry, it is the intention of the Commerce Department 
to aid industry in its many relationships with the Government, utilizing BDSA 
as a focal point in Government, Secretary Weeks declared. Problems arising 
in connection with taxes, mobilization for defense, Government competition with 
private enterprise, disposal of Federal surplus property, and many other aspects 
of Government activity can be resolved, he said, through the close cooperation of 
the Commerce Department with the Departments of Defense, Treasury, and 
other Government departments and agencies. 

WOC program.—Referring to the loan of industry executives and experts to 
BDSA as one of the most desirable features of the overall Commerce program, 
Secretary Weeks pointed out that this procedure of bringing top-level personnel 
from industry to serve in 1 of the 25 Industry Divisions of BDSA on a 
rotating, short-term basis without compensation, serves a dual purpose. It 
brings the industry viewpoint to Government and it provides a reserve of man- 
power experienced in Government operations. This pool of Government-trained 
industrial personnel can be drawn upon in case of an emergency requiring a 
rapid expansion of material and productive resources. 

Business outlook for 1955.—Secretary Weeks touched briefly on general busi- 
ness conditions and the outlook for 1955, citing the delicate balance of the 
economy and the high level of disposable national income as principal reasons 
for being optimistic rather than unduly concerned about the future level of 
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business. Other factors impelling optimism are the state of manufacturers’ 

orders, inventories, prices, employment, and record-breaking construction levels. 
In conclusion, Secretary Weeks thanked the conferees for their attendance 

and expressed the hope that they would derive some benefit from the meeting. 


ORGANIZATION AND FUNCTIONS OF BDSA 


Mr. Honeywell described briefly the organization and functions of BDSA, 
which was founded on October 1, 1953. The agency is an outgrowth of the 
National Production Authority, however, the concept of rendering a service to 
business reverts to the period when Herbert Hoover was Secretary of Commerce, 
he said. 

Approximately 450 basic industries are represented in 25 Industry Divisions, 
Mr. Honeywell informed the conferees. The three main functions of BDSA 
and the Divisions center on responsibilities for national defense, activities con- 
cerned with mobilization, and services to business. 

An example of a typical service to business was the successful intercession 
of BDSA in the diversion of copper purchased for stockpile delivery by the 
General Services Administration, to industry. When copper supplies became 
so critical as to threaten plant shutdowns, with resultant unemployment and 
disruption to the economy, Secretary Weeks took steps to prevent the discon- 
tinuance of production, Mr. Honeywell related. Other activities in which BDSA 
is engaged include negotiations with the Atomic Energy Commission to deter- 
mine legal and practical aspects of industry participation in the development of 
atomic power for industrial uses, and a joint meeting with the Department of 
Justice to consider necessary legislation for the achievement of maximum indus- 
trial security. 

Supplementing Secretary Weeks’ remarks on the importance of the WOC 
program, Mr. Honeywell added that the program is being maintained as a readi- 
ness measure. One of the responsibilities assigned to BDSA under the Defense 
Production Act, he explained, is that of reactivating materials controls and 
allocation procedures in the event of an emergency. The ability of BDSA to 
take rapid action will be facilitated by this standby reserve corps of about 
1,500 industrial specialists who have served in WPB, NPA, or BDSA key positions 
and can be called upon to form a nucleus control organization. 


PREPAREDNESS FOR DEFENSE 


Most departments and agencies of the Government are involved in the mobili- 
zation program, Mr. H. B. MeCoy (Deputy Administrator, BDSA) stated. As 
one of the majer responsibilities of BDSA. the mobilization program involves 
both long-range planning and plans already in effect, such as the defense ma- 
terials system. Legislative authority for overall long-range planning exists 
under the National Security Act of 1947 and Reorganization Plan No. 3 of 1953, 
and responsibility has been primarily delegated to the Office of Defense Mobiliza- 
tion, a division of the Executive Office of the President, Mr. McCoy explained. 
A large percentage of that responsibility has been redelegated by the Director of 
ODM to the Secretary of Commerce who, in turn, has assigned the task to BDSA. 

Defense materials system.—In fulfilling its responsibilities, BDSA revised the 
controlled materials plan—a system for the control of production and allocation 
of materials during mobilization periods—into greatly simplified form, Mr. McCoy 
related. The procedure is now known as the defense materials system (DMS). 
DMS is intended to regulate output of goods for civilian consumption in times 
of emergency and at the same time assure sufficient production of defense-sup- 
porting items, among which industrial power trucks are included. The system 
is further designed to permit the least Government interference with business 
and its normal customer relations. DMS now applies only to direct military 
and atomic energy production or construction, however, it can be expanded over- 
night, if necessary, to meet the needs of full mobilization. 

At present, from 600 to 700 directives are issued monthly by BDSA to expedite 
deliveries of critical materials required to fill military or atomic energy produc- 
tion orders. To assure sufficient supplies of all materials for military needs 
and to meet all possible requirements in times of full mobilization, BDSA plans 
to establish probable production levels for each industry, and to consult with in- 
dustry representatives on the acceptability of proposed production directives. 
Thus, industry will have an opportunity for the first time to advise and recom- 
mend possible courses of action prior to the promulgation of control orders, Mr. 
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McCoy stated. In balancing estimated supplies and full mobilization require- 
ments, it is planned to consult industry, again for the first time it is believed, 
with regard to individual industry requirements. 

These plans are considered to be a realistic approach to the type of economy 
expected in times of emergency, Mr. McCoy believed. The armed services have 
done an excellent job, he said, of translating military requirements into terms of 
materials and end products. 

Expansion goals—Another responsiblity assigned to BDSA in connection with 
mobilization is that of determining deficits in productive capacity. Studies will 
be undertaken in specific component areas of production which have proved to be 
bottlenecks in the past, and reports will be made to ODM, Mr .McCoy continued. 

As deficits in productive capacity are determined, decisions will be reached 
on corrective measures to be taken. In some cases, it has been decided to estab- 
lish expansion goals for particular industries and to encourage facilities ex- 
pansion by offering incentives in the form of rapid tax amortization. Estab- 
lished goals have been reached in most cases. However, a few are still open in 
industries where mobilization requirements are far in excess of foreseeable 
production. 

Expansion has also been undertaken with Government guarantees to purchase 
at prevailing market prices output of critical raw materials for stockpiling. 
Nickel production, for example, has been expanded under Government sponsor- 
ship because of its short supply and extensive military application. Expansion 
of the machine tool industry is another example of Government underwriting. 
But, on the whole, productive capacity has been expanded at the expense of 
private enterprise, to the end that the peacetime and wartime economy of the 
Nation may be strengthened. 

Continuity of production.—Several thousand facilities have been declared to be 
critical by the Government because of their importance to national security, Mr. 
McCoy reported. The Department of Defense maintains a key facilities list of 
organizations having direct contractual relations with the military services. The 
relative importance to economic strength of other plants and facilities is 
evaluated and determined by an Industry Evaluation Board which operates 
under the supervision of BDSA. Approximately 800 corporations which have 
been rated by the Industry Evaluation Board will be invited to discuss with 
BDSA problems of continuity of production and management in the event of 
attack. They will also be asked to consider advance planning which may be done 
for the protection of plant, personnel, and vital records. 

Stock piling.—Comparing stockpiling to fire insurance, Mr. McCoy emphasized 
that the Government believes it necessary to accumulate materials which are 
ordinarily in short supply during emergencies so that sufficient supplies will be 
on hand to meet essential requirements and prevent undue dislocations of in- 
dustry. Responsibility for stockpiling strategic and critical materials has been 
transferred from the Department of Defense to the Office of Defense Mobilization 
and all claims for materials will be made to ODM in future emergencies. The 
Department of Commerce will be the claimant for defense-supporting and essen- 
tial civilian requirements while the Department of Defense will be the claimant 
before ODM for direct military needs. 


TAXES 


Mr. James C. Dockeray (tax consultant, BDSA) reviewed the effects of recent 
revisions in the Internal Revenue Code and outlined the proposals which had 
been presented to the Treasury Department as representative of the views of 
numerous industries as well as retailers and distributors. 

As passed, the tax bill provides for a blanket reduction of personal income 
taxes and small dividends received credit. While the latter concession is not 
as liberal as the Department of Commerce had recommended, the principle 
is at least established, Mr. Dockeray observed. Referring to the three permis- 
sible methods of computing depreciation, he commented that, regardless of 
revisions in the code, once the propriety of a particular method has been estab- 
lished by an individual business organization, it is acceptable to the Bureau 
of Internal Revenue. He also commented that section 102 has been amended 
to the extent that the burden of proof rests on the Bureau of Internal Revenue, 
thereby making enforcement highly improbable. 

Mr. Dockeray outlined recommendations which are expected to be made by 
the Department of Commerce for incorporation in revisions of the tax structure 
to be proposed in 1955. Commerce Department recommendations, which can 
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be modified in accordance with industry views, will be made to (1) broaden the 
tax base, (2) increase tax exemptions on dividends, (3) reduce the capital-gains 
tax, (4) reduce personal income taxes, at least in degree of progression, and 
(5) offer special relief for investments abroad. 

With reference to excise taxes, Mr. Dockeray reported that, although most 
industries would like to see excise taxes which affect them removed, only one 
memorandum has been received by BDSA from industry specifying what is 
recommended. The Treasury Department is studying the problem of excise 
taxes along with other sources of revenue and is naturally anxious to retain 
as many past sources as possible. Special problems of the industrial power- 
truck industry or specific points of view should be made known to BDSA, Mr. 
Dockeray suggested, so that they may be reflected in the Department of Com- 
merce recommendations. 


SIMPLIFICATION, STANDARDIZATION, AND SPECIFICATIONS 


Mr. Edwin W. Ely (Chief, Commodity Standards Division, Office of Technical 
Services, BDSA) traced the historical development of simplified practice rec- 
ommendations and commercial standards, the need for which became evident 
after both World War I and II as a result of the inability to interchange parts 
and products between the United States and allied nations. The Commodity 
Standards Divisions was established in 1921 to cooperate with manufacturers, 
distributors, and consumers in developing voluntary-trade practices which would 
not only facilitate interchangeability but also reduce costs of production and 
distribution. 

Producers, distributors, or consumers interested in voluntarily developing and 
adopting a simplified practice or commercial-commodity standard may utilize 
the services of the Commodity Standards Division and are most welcome to 
do so, Mr. Ely stated. The Division also cooperates with the General Services 
Administration in writing new Federal specifications and revising existing ones, 
he said. 

Referring to a brochure entitled “Waste in Industry” published by McGraw- 
Hill, which reports the results of a survey of American industry (made in 1921) 
by a committee of 18 industrial-management engineers, Mr. Ely pointed out 
the advantages of a simplified practice recommendation and the avoidable waste 
which ean be prevented in production and distribution. 

As an outcome of recommendations made in the 1921 report that the Federal 
Government encourage a nationwide program of industrial standardization, in 
cooperation with industry, for the purpose of reducing waste, a procedure was 
established in the Commodity Standards Division for the appointment of stand- 
ing committees from industry to serve as a medium for developing simplified 
practice recommendations. 

Simplified practice recommendations may be adopted by an industry either 
before or after commercial standards are in effect, Mr. Ely explained. While 
the purpose of the former is to eliminate avoidable waste, the latter establishes 
standard methods of testing, rating, certification, and labeling of commodities 
in addition to providing uniform bases for fair competition. 

Several committees on simplification and standardization in the industrial 
power-truck industry have cooperated with the Commerce Department in the 
past, Mr. Ely recalled, and general objections to standardization have been 
overcome. As a result, tremendous savings have been effected by reducing 
overdiversification of parts, components, and products. Among the programs 
developed has been one in the field of packaging and containers which should 
be of interest to the industrial power-truck industry inasmuch as the functions 
of the two industries are interrelated. 


GOVERN MENT SURPLUS PROPERTY 


The uncontrolled disposal of Government surplus property with consequent 
disturbances to the economy of the Nation became a question of such magnitude 
and importance that it was considered necessary to take certain precautionary 
measures to prevent disruptions to industry and business, particularly in loeal- 
ized areas, Mr. A. A. Bertsch (Office of the Administrator, BDSA) informed 
the conferees. The Government generates over $1 billion worth of surplus a 
year, he observed, which must be disposed of at a fair rate of return and with 
a minimum impact on industry and business. 
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By agreement between the Departments of Defense and Commerce, an advisory 
procedure has been evolved for the disposal of surplus military property by 
the most feasible methods, Mr. Bertsch stated. He explained the manner in 
which the agreement is executed, explaining that the BDSA Industry Divisions 
are now notified in advance of pending surplus property sales by the military 
departments. Whenever a Division anticipates that the sale of usable, com- 
mercial-type property may adversely affect the market for a particular com- 
modity or product, either regionally or nationally, industry representatives are 
consulted and the Division prepares an impact study based on a number of 
factors such as effect on employment, inventories, and other economic condi- 
tions, prior to a declaration of the property as surplus. Recommendations based 
on the study are prepared and forwarded to the Department of Defense, includ- 
ing recommendations for the disposition of the material in the event it is 
declared surplus. Since the function of BDSA is purely advisory, however, the 
ultimate decision is made by the Assistant Secretary of Defense for Supply 
and Logistics. 

BDSA is continuously striving to improve techniques and obtain additional 
background information from industry so that impacts of surplus sales on 
commercial markets can be lessened, Mr. Bertsch affirmed. To this end, he urged 
the cooperation of business and industry. 


REMARKS BY BRIG. GEN. A. B. DENNISTON, UNITED STATES ARMY 


The Deputy for Operations, Office of the Quartermaster General, Department 
of the Army, Brig. Gen. A. B. Denniston, addressed to conferees at the 
luncheon recess. 

Commenting on the diversity of quartermaster activities, General Denniston 
attributed the extensive advanced developments in the design and production 
of materials handling equipment to the ingenuity and capabilities of the in- 
dustry. Actually, the peak of progress has not as yet been reached in the 
manufacture of this equipment, he said, and such vast additional improvements 
are expected to take place in the production of equipment which will enable 
higher stacking of commodities, that the armed services look forward to the 
time when a great many multifloor warehouses, installations, and depots can 
reduce the number of their operations and eventually close. As less warehouse 
space is needed, the taxload is likewise reduced, and a greater return in terms 
of defense is derived from the tax dollar. The importance of continuing to 
design and produce new and better materials-handling equipment cannot be 
stressed too greatly, therefore, and continued technological development by the 
industry will be appreciated not only by all the armed services but also by 
other Government departments and agencies interested in conserving manpower 
and time in handling materials. 

General Denniston described three divisions into which a military materials- 
handling-equipment program might fall—the ideal, realistic, and possible. 
Ideally, it would be desirable to have a minimum requirement for spare parts 
to support a maximum number of mechanical equipment pieces all over the 
world. The feasibility of this type of program diminishes as the long-range 
outlook for Army requirements is viewed from the standpoint of increased mecha- 
nization and widespread distribution of Armed Forces necessitated by the possi- 
bility of atomic warfare. 

From a practical standpoint, it is recognized that, in the event of mobiliza- 
tion, time will be of the essence in the production of needed mechanized equip- 
ment. Standardization becomes a necessity since there will be no conversion 
time. A practical program would be to set up requirements for a series of 
equipment with maximum interchangeability of parts, at the same time assuring 
adequate production capacity to meet mobilization needs. 

The best possible program, on which the Army is now embarked, and on 
which industry cooperation is sought, entails acceptance of a certain degree of 
standardization in materials-handling equipment for use in European and other 
foreign areas of operation. It is planned to limit procurement for overseas 
needs to a minimum number of models; however, purchases for continental 
United States use can be more extensive. 

With a knowledge of military requirements, particularly in the overseas 
theaters of operation which are of main concern to the Office of the Quarter- 
master General, and a pooling of this knowledge with industry production know- 
how, it can be predicted that the very best materials-handling equipment will 
be available for all requirements, General Denniston concluded. 
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DISCUSSION OF INDUSTRY PROBLEMS 


Performance specifications—Speaking for the Navy Department, which has 
been assigned responsibility for materials-handling equipment, Comdr. E. DB. 
Brighton (Director, Storage Division, Bureau of Supplies and Accounts, Depart- 
ment of the Navy) reviewed what has been done and is contemplated in the 
development and coordination of specifications for materials-handling equip- 
ment. All the armed services channel their procurement of this equipment 
through the Navy for review, he said, and all purchases are subject to meeting 
established specification and standardization requirements. 

In developing suitable specifications adapted to the needs of all the services, 
the principal adhered to is to permit the procurement or use of commercially 
available materials-handling equipment which will give the most practical per- 
formance, Commander Brighton stated. This policy, it is believed, will enable 
the services to benefit from advanced commercial designs and procure the best 
available equipment at the lowest cost. The principal problem encountered 
over a period of years extending through the Korean emergency has been one 
of purchasing equipment that will hold up for a reasonable period of time 
without requiring frequent replacement or repair. 

To solve this problem, a test and inspection standard has been developed and 

is in the process of coordination among the armed services. The test and in- 
spection standard for gas-powered fork-lift trucks has already been distributed 
to that segment of the industry for comment. As standards for other segments, 
including various kinds of trucks, gears, and other components, are developed, 
they will also go out for recommendations. In this way, it is hoped to success- 
fully establish test performance capabilities of all important ports and equip- 
ment under differing operating conditions, and to avoid detailed design specitica- 
tions which might prohibit full industry participation in production for military 
use. 
The development of test and inspection standards requires the concurrent re- 
vision of existing specifications, Commander Brighton said. In this project, a 
task group of Army, Air Force, Marine Corps, and Navy representatives meet 
almost weekly to redraft specifications on various types of trucks. No divergence 
of opinion seems to exist among the armed services, Commander Brighton re- 
ported. However, it is recognized that the problem of reducing repair parts sup- 
port to a minimum, with which the Army is primarily concerned, still remains, 
When the Federal catalog project is completed, it may help to some extent. In 
addition, an industry advisory committee meeting has been proposed to discuss 
the various problems involved in the production of industrial power trucks. 

Commander Brighton was quite optimistic about the eventual solution of prob- 
lems connected with materials-handling equipment to the mutual satisfaction of 
industry and the military, and expressed appreciation to all concerned for the 
cooperation given to the Navy Department. 

Comdr. L. E. Shea (Assistant Director, Storage Division, Bureau of Supplies 
and Accounts, Department of the Navy) added that the simplification phase of 
standardization has been completed to a certain extent. He enumerated other 
aspects involved, such as quality insurance or performance standards, repair part 
and component interchangeability, and identification of nonconventional applica- 
tions of military equipment in which commercial-type models would not be 
satisfactory. 

Discussion.—An industry spokesman said he was delighted to hear of the action 
taken by the armed services to consolidate military specifications. He stated 
that he considered this action a forward step and that the sympathetic tenor of 
the entire meeting contributed to a better understanding of current Government- 
industry problems. 

It is recognized, for instance, that military specifications are of concern to the 
industry and that equipment performance and overall problems of logistics are 
of equal concern to the military departments. Apparently, the divergence of 
opinion on specifications which formerly existed in the military services has been 
reconciled. On the other hand, industry problems have arisen in proportion to 
the variety in military specifications and the consequent necessity for retooling. 
Adoption of realistic standards for industrial power trucks and component might 
therefore, eliminate difficulties arising in the industry from the constant need to 
shift from one type of component to another. Various types of brakes are needed, 
for example, to meet military specifications. 

Deusisten. Two pomtlts Iecdieets That leet te hee en ee 
: . Ss s that might be followed are procurement of 
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standard commercial items, or production of equipment built to Government 
design and specification. The objections to either of these methods are well 
known; however, there is a considerable range of possibilities between the two 
extremes. <A practical approach might be to draft military specifications with 
a certain degree of flexibility so that they are adaptable to both peacetime and 
emergency requirements, it was suggested. To achieve this flexibility, it might 
be advisable to subject revisions in specifications to research and development 
prior to placing them into effect. 

As changes in military specifications become necessary, such as shifting from 
a standard clutch system to automatic transmission, it would also be helpful to 
industry to have advance notice so that manufacturers who would otherwise be 
unable to bid on Government contracts would have an equal opportunity to com- 
pete. Since the Federal Government is the chief customer for industrial powered 
trucks, this matter is of considerable importance to the industry, it was indicated. 
It is important to the Government as well, from a standpoint of price and product 
quality. 

The conferees emphasized that revisions in military specifications cannot keep 
pace with technological advances in the industry and that adherence to rigid 
military specifications not only deprives the Government of rapid industry ad- 
vances but is also uneconomic for the industry. Some producers are reluctant to 
bid on small lot orders because acceptance of the bid might involve keeping a 
particular engine in stock, or procuring a specially built engine. The entire prob- 
lem of components could very probably be solved, it was suggested, by standard- 
ization. 

Engine standardization.—Capt. C. R. Watts (Staff Director of Standardiza- 
tion, Office of the Assistant Secretary of Defense for Supply and Logistics) stated 
that the Army Corps of Engineers has cognizance over a standardization pro- 
sram for industrial engines. The program has not been extended to automotive 
engines to date, he said. Commenting that a number of the industry members 
present were undoubtedly aware of the engine standardization program, he re- 
viewed several possible ways to accomplish standardization of specifications for 
military equipment, reporting that standardization has been successful in a num- 
ber of fast-moving, rapid-wearing parts which require frequent replacement, and 
in interchangeable accessories. With industry cooperation, the range of bore 
sizes in gasoline engines has been reduced, and the program is expected to be 
extended to diesel, marine, and other types of automotive engines, although 
what method will be adopted is not as yet known. 

On the whole, standardization is a long-range program, Captain Watts stated, 
and the greatest accomplishments will undoubtedly be in the field of inter- 
changeable accessories. 

Discussion.—Engine-producing capacity is inadequate to meet greatly expanded 
emergency needs, especially in marine-engine output, industry representatives 
pointed out. Even now, a conferee reported, only two engine builders can meet 
military specifications for lift-truck engines and there is a timelag of several 
months in delivery. This delay is partially attributable to an understandable 
reluctance either on the part of equipment producers to stock numerous models 
and sizes of engines, or on the part of engine builders to undergo the expense 
of tooling up for the production of military-type engines for which demand is not 
immediately anticipated in volume. 

An industry representative whose company is in the process of building engine 
models in conformance with standardized military specifications, reported that 
redesigning, testing, and correcting mechanical defects is costly and time con- 
suming. A new crankshaft die, for instance, costs as much as $34,000 and a 
minimum of 114 years is normally considered necessary to develop a new engine. 
While the company is willing to experiment in the development of an engine 
which will meet military specifications, some knowledge as to when military 
procurement might take place would be helpful, he said, inasmuch as a certain 
leeway is needed for delivery of crankshaft forgings, procurement of special 
pistons, and changes in connection rods, before going into volume engine 
production. 

Lack of standardization in automotive engines for military use, and model 
obsolescence are principal deterrents to the industry’s ability to meet M-day 
requirements, a conferee believed. Other conferees, on the other hand, ques- 
tioned the desirability of using standardized engines in industrial power trucks. 
It was pointed out that adoption of a standardized engine stifles progressive 
development in design and limits competitive opportunity. 
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Acknowledging the universality of obsolescence in military specifications, 
Captain Watts commented that, while it is a serious problem, it is also one which 
has been recognized. An internal-combustion engine industry advisory commit- 
tee is scheduled to meet in January to consider military specifications and related 
problems, he announced. 

Another solution was offered by a conferee who suggested that invitations to 
bid by the armed services contain a clause indicating that industry improvements 
or developments in engine specifications may be submitted for consideration 
along with a specific bid. 

Government surplus disposal problem.—Mr. R. C. Spencer (Staff Director, 
Disposal Division, Office of the Assistant Secretary of Defense for Supply and 
Logistics) spoke on the magnitude of the military surplus property disposal 
program and the merchandising plan which has been devised to avoid a harmful 
impact on various localities throughout the United States, as well as all over 
the world wherever defense supplies have been purchased and stored. 

The quantity of excess military supplies both here and abroad, and the manner 
in which this material is disposed of, will affect United States commercial mar- 
kets in particular because the bulk of surplus goods is concentrated here, Mr. 
Spencer observed. Clearly, the objective is to lessen the impact to the greatest 
possible extent. Specific problems are being resolved, and will continue to be, 
through the cooperative effort of BDSA and the Department of Defense, he said. 

Discussion —As chairman of the industry trade association Government sur- 
plus disposal committee, an industry representative discussed the impact of 

xovernment disposal on the industrial power trucks and spare-parts industry. 
He referred to correspondence which he had undertaken with the Department 
of Defense in connection with a number of specific problems and expressed 
satisfaction with a reply that “regional, as well as national, market impact 
problems are being referred to the Business and Defense Services Administration 
of the Department of Commerce as substantial quantities of excess are identified.” 

In determining the severity of impact on the industrial power truck industry, 
it should be remembered, he said, that industrial power trucks represent a large 
proportion of the military equipment now being disposed of, and that they were 
acquired to handle the large volume of materials purchased during the Korean 
emergency. Items built during past emergencies at low profit are now competing 
with industry at a fraction of their original cost, it was pointed out. 

A typical letter received from an industry member was read to illustrate what 
is happening in one locality. During a 9-month period, only 518 new industrial 
gas-powered trucks were sold in the area as compared with 332 surplus trucks 
released by the Government in the same area within a 2-month period. This 
and other typical cases will be transmitted to BDSA as they are reported, a 
conferee stated. Meanwhile, he suggested that further sales of industrial power 
trucks by the Government be deferred until a study can be completed. 

A trade association executive offered the cooperation of his organization in 
making available necessary substantiating data which is gathered from all 
geographic areas of the country. 

Small-lot “job” shops.—In order to more effectively utilize the facilities of 
small plants in periods of emergency, the Government might consider developing 
a program of closer cooperation with those companies, several plant operators 
suggested. One operator reported that his shop builds only single electrically 
operated units and produces very little equipment for Government use in peace- 
time. 

In the event of emergency, there is little possibility of expanding facilities of 
this type very rapidly under present plans and practices, the conferees stated. 
Stressing that they were not requesting or proposing a subsidy, they said that 
any action enabling small companies to be of greater service in times of need 
would be helpful both to the industry and the national defense. 

Trade association cooperation.—Offering the facilities of his organization to 
BDSA, a trade association executive thanked Mr. Honeywell in behalf of the 
industry for the opportunity of presenting its problems and views. 

Referring to the utility of trade associations, with particular reference to 
the Industrial Truck Association, and stressing the importance of powered 
industrial trucks in materials handling, he pointed to the fund of experience 
and know-how in engineering and production which can be found among both 
industry and association executives. He also expressed the hope that an indus- 
try advisory committee would be formed as an outcome of this conference for 
the purpose of meeting with representatives of BDSA and other Government 
departments and agencies on pertinent matters of current interest. 
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Need for industry advisory committee meeting—aA short discussion followed 
on the need for calling an industry advisory committee meeting so that official 
note might be taken of specific problems. 

Mr. Robert W. Scott (Chief, Materials Handling Equipment Section, General 
Industrial Equipment Division, BDSA) informed the group that an existing 
industry advisory committee may be reconstituted in its present membership, 
or the membership can be rotated. Under the BDSA industry advisory com- 
mittee program, committee members are appointed from small, medium, and 
large segments of an industry and consideration is given to geographical loca- 
tions as well as to trade association and nontrade association affiliation. The 
facilities of a BDSA committee can also be utilized by the military services 
or any other Government department or agency, and task groups may be 
appointed by an industry division for the accomplishment of a specific assign- 
ment. One of the tasks which is contemplated, and on which industry advice 
and guidance will be sought, is that of drafting a production limitation order 
for possible use in the event of an unexpected attack. 

Mr. Honeywell added that under authority of the Defense Production Act 
of 1950, as amended, the BDSA advisory committee program was carried over 
substantially intact from the National Production Authority to carry out mobili- 
zation responsibilities outlined. in the legislation. Over 500 committees were 
formed during the Korean emergency to consider problems as they arose, and 
over 150 meetings of industry groups have been held during the past 15 months. 

Stating that committees are being reactivated whenever there are particular 
problems facing an industry, Mr. Honeywell asked whether appointment of an 
industry advisory committee was considered advisable at this time. Conferees 
unanimously concurred that the appointment of both an industry committee 
and a special task group to discuss military standards and specifications would 
be of mutual benefit to industry and Government. 

Captain Watts also explained that in carrying out the new standardization 
program, the Office of the Secretary of Defense intends to retain only super- 
visory control over the program of a policy nature and to assign responsibility 
for operational activities to each of the three military departments. Assign- 
ments are being made from the Federal Supply Classification Index, each 
department receiving a group of classes or supplies for which it is responsible 
insofar as standardization and specifications are concerned. <A directive has 
been issued which requires coordination of all standardization actions, including 
the development of military specifications, with industry represented by an 
adequate cross section of members from companies of all sizes and geographical 
locations. 

CONCLUDING REMARKS 


Mr. Honeywell expressed appreciation to the conferees for their attendance 
and indications of industry views. He also thanked Government representatives 
for their cooperation and assistance. 
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. Jewett F. Neiley, Endicott-Johnson Corp., Endicott, N. Y. 

. Michael Flynn, John Flynn & Sons, Inc., Salem, Mass. 

. Edwin F. Gallun, A. F. Gallun & Sons Corp., Milwaukee, Wis. 

. Kurt C. Friend, J. Greenebaum Tanning Co., Chicago, Ill. 

. Saul N. Nectow, A. C. Lawrence Leather Co., Peabody, Mass. 

. William Grundy, Leas & McVitty, Inc., Philadelphia, Pa. 

. Erhard Buettner, Pfister & Vogel Tanning Co., Milwaukee, Wis. 
. E. H. Ellison, Proctor Ellison Co., Boston, Mass. 

. Clayton F. Van Pelt, Fred Rueping Leather Co., Fond du Lac, Wis. 
. Fred Rulison, F. Rulison & Sons, Inc., Johnstown, N. Y. 

. Benjamin F. Dennie, Wood & Hyde Co., Gloversville, N. Y. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Hon. Sinclair Weeks, Secretary of Commerce 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
B. Allen Rowland, Special Assistant to the Secretary of Commerce 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
Russell C. Flom, Assistant Administrator 
J. G. Schnitzer, Director, Leather, Shoes, and Allied Products Division 
George E. Harding, WOC consultant, Leather, Shoes, and Allied Products 
Division 
Todd Wright, Director of Information 
Richard Blaisdell, Office of Information 
Charles R. Hersum, Director, Industry Advisory Committees Staff 
Maria Rotondo, summary writer, Industry Advisory Committees Staff 
Other Government agencies: 
John H. Stambaugh, Assistant to Mr. Clarence Randall, Executive Office of 
the President 
Ralph C. Spencer, Staff Director, Office of Storage, Distribution, and Disposal 
of the Office of the Assistant Secretary of Defense (Supply and Logistics) 


PURPOSE OF THE MEETING 


An industry conference sponsored by the Leather, Shoes, and Allied Products 
Division of the Business and Defense Services Administration was held with 
members of the leather tanning industry on February 3, 1955, to consider and 
discuss the following subjects: (1) Role of the Department of Commerce in 
Government-industry relationships, (2) organization and functions of BDSA, 
(3) defense activities of BDSA, (4) Leather, Shoes, and Allied Products Division 
cooperation with tanning industry, (5) foreign-trade policy, (6) artificial trade 
barriers, (7) disposal of Government surplus property, and (8) other industrv 
problems. 

Mr. Charles F. Honeywell, Administrator, BDSA, presided. 


BOLE OF THE DEPARTMENT OF COMMERCE IN GOVERNMENT-INDUSTRY RELATIONSHIPS 


Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs, 
welcomed the conferees and thanked them for attending the meeting. He espe- 
cially welcomed trade association representatives and extended them a cordial 
invitation to participate in the discussion, adding that trade associations have 
been extremely helpful in providing industry data on short notice. 

Referring to industry conferences as informal meetings called to exchange 
Government-industry views on matters of joint interest, Secretary Teetor said 
that the opinions and advice of industry leaders are of great value to the Com- 
merce Department in its efforts to be of service to business. Its main objec- 
tives are to ascertain ways in which the Government can be of help on industry 
problems arising from Federal taxes, labor legislation, and other Government 
activities, and to help remove obstructions to business progress which cannot 
be overcome by business alone, despite its known resourcefulness. Primarily, 
the Commerce Department hopes to serve as a focal point in Government 
for industry where a sympathetic ear, as well as all possible assistance, are 
provided. 

Secretary Teetor also spoke briefly on the economic outlook, concluding with 
an appeal for continued industry cooperation and assistance. 
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BDSA ORGANIZATION AND FUNCTIONS 


The aim of the present administration is to strengthen the free-enterprise 
system, Mr. Honeywell told the conferees. To this end, a Cabinet-level com- 
mittee was organized in December 1952 by the then President-elect Eisenhower 
to devise ways and means of decontrolling the economy. 

In 1953, residual activities in connection with production and materials con- 
trols assigned to the National Production Authority under the Defense Pro- 
duction Act were combined with some of the functions lodged in other branches 
of the Commerce Department to form BDSA. Officially activated on October 
1, 1953, BDSA is comprised of 25 industry divisions representing over 450 basic 
industries. A group of industry divisions was originally established by Herbert 
Hoover when he was Secretary of Commerce in the 1920’s to serve the business 
community. 

Services to business.—The function of BDSA is not to serve any special inter- 
ests or duplicate trade-association activities, Mr. Honeywell emphasized, but 
rather to assist all industry on matters within the scope of the Department of 
Commerce, such as tariffs, legislation affecting business, the disposal of Govern- 
ment surplus property, etc. Industry views on such matters are of assistance 
to the Secretary of Commerce in arriving at a Department position. The De- 
partment represents industry and business, for example, in much the Same way 
that the Department of Labor represents the workingman and the Department 
of Agriculture represents the farmer. 

Often an industry problem of an individual or unique nature is presented, 
and in such instances, arrangements are made, where possible, for contacting 
the appropriate official in the department or agency concerned. An example 
of the type of service BDSA gives in these cases is the action taken during 
the copper strike, Mr. Honeywell recalled. By arranging for the diversion of 
copper intended for stockpile delivery to copper consumers and fabricators, not 
a single plant shut down for lack of copper or copper-base alloys. 

WOC program.—Commenting on the 33 businessmen currently employed by 
BDSA on a full-time basis without compensation from the Government, Mr. 
Honeywell stressed the value of these industry specialists in bringing fresh in- 
dustry views to Government and subsequently becoming members of a reserve 
cadre of personnel experienced in both business and public administration. A 
roster of approximately 1,500 former WOC employees of WPB, NPA, or BDSA 
is maintained, he said, so that they may be readily recalled in event of sudden 
emergency requiring a reimposition of production and materials controls. 

Minutes of meeting and progress report.—Mr. Honeywell called attention to 
the attendance of a summary writer at the meeting, explaining that summary 
minutes will be written covering the highlights of the conference. To encourage 
free discussion, conferees are not identified by name or company affiliation. 
However, Government speakers are all identified in the minutes. In addition 
to receiving copies of the summary minutes, conferees will, in due time, receive 
a report on progress being made on problems presented by the industry. 


BDSA DEFENSE ACTIVITIES (INDUSTRIAL PREPAREDNESS) 


There are two aspects of mobilization—military defense preparations and 
industrial preparedness for defense, Mr. H. B. McCoy (Deputy Administrator, 
BDSA) stated. Commenting that the state of the world today demands readi- 
ness for military or industrial defense, he described the legislation providing 
for current and long-range planning to assure national security. Mobilization 
authority stems from the National Security Act of 1947, which established the 
Department of Defense, the Defense Production Act of 1950, which provides 
authority for production and materials controls, and the Stockpiling Act of 
1946. 

Mr. McCoy explained how mobilization plans are developed, stating that the 
Department of Commerce has been delegated responsibility, among other assign- 
ments, for developing material requirements for defense-supporting and essential 
civilian production in times of emergency. By similar delegation of responsi- 
bility, the Department of Defense and the Atomic Energy Commission are 
authorized to calculate military and atomic energy requirements for materials 
on an end-item basis. 

Another aspect of mobilization is an advance determination of whether suffi- 
cient industrial capacity exists to produce necessary materials for total needs 
in varying degrees of emergency conditions, Mr. MeCoy continued. As capacity 
deficiencies are discovered, expansion goals are being established and tax-amorti- 
zation certificates granted for the construction of necessary facilities. 
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Stockpiling of critical and strategic materials, and the allotment of mate- 
rials under the defense-materials system for direct military production and 
atomic energy construction, are other activities which are part of the mobiliza- 
tion program and for which the Commerce Department has been delegated 
certain responsibilities. 

The defense-materials system (DMS), which is a modified version of the con- 
trolled-materials plan, is administered by Commerce and can be likened to an 
idling engine, ready to be stepped up if necessary. At present, it serves 
the purpose of maintaining a complete accounting of current military needs and 
materials consumption, and assuring that materials are made available for 
direct military and atomic energy production. Plans to extend DMS during 
emergencies have also been prepared, and the industry divisions, with the ad- 
vice of industry consultants, are engaged in developing standby orders and 
regulations pertinent to the respective industries under their jurisdiction. 

The advantage of these procedures, Mr. McCoy pointed out, is that the advice 
of businessmen such as those in the leather tanning industry may be incorporated 
in defense planning and, in turn, the various industries are advised in advance 
of preparedness plans which will affect them. It was his opinion that indus- 
trial preparedness is better under the present mobilization program than it has 
been heretofore. Past history has indicated not only the need to be ready for 
emergencies but also the importance of preparedness as a means to avert war, 
he stated. 

Discussion.—-Answering a question about the status of standby stabilization 
regulations, Mr. McCoy reported that the Office of Defense Mobilization has 
appointed an Assistance Director for Stabilization Controls, which include price, 
wage, rent, and credit regulations, but that planning has not progressed be- 
yond this point to date. 

Commerce Department responsibility, Mr. Honeywell added, does not extend 
to price controls for which legislative authority does not as yét exist. A 90-day 
freeze was proposed in 1954 by Senator Capehart but the request for sandby 
control authority to stabilize prices, wages, and rents was dropped in view of the 
administration’s opposition to unnecessary controls. The administration in- 
tends, moreover, that industry be given an opportunity to present its views be- 
fore major decision affecting the economy are made, 

Industry representatives also expressed interest in the extent to which tanning 
materials are stockpiled. Mr. J. G. Schnitzer (Director, Leather, Shoes, and 
Allied Products Division), stated that stockpile accumulations of quebracho, 
chestnut, and wattle are reviewed annually as to anticipate demand and rate 
of accumulation. Further difficulties may arise in the supply of quebracho 
which is also used in the petroleum industry and for which there has been in- 
creasing demand. By following recommended storage and rotation procedures 
which were written out by an industry adviser, the General Services Admin- 
istration (which has custody of the stockpile) has been able to purchase smaller 
quantities of quebracho for stockpile thus conserving the supply, Mr. Schnitzer 
informed the conferees. He added that the efficiency with which stockpile 
acquisition and rotation have been effected is both impressive and attributable 
to industry assistance. 

A conferee asked whether BDSA functions include a defense of business 
against the policies of other Government agencies, the Tariff Commission 
specifically. BDSA acts as a “friend” to business within the policy outlined 
by the administration, Mr. Schnitzer explained. This policy does not prevent 
BDSA from presenting business views to the Tariff Commission or any other 
Government department or agecny. As a matter of fact, Mr. Schnitzer said, 
the leather industry was fortunate in having an opportunity to plead its case 
on tariff policy at the afternoon session to an important official in the Execu- 
tive Office of the President. Mr. John H. Stambaugh, assistant to Mr. Clarence 
Randall, had been invited to meet with the group and discuss foreign trade 
policy. 

Mr. Schnitzer also mentioned the extent to which BDSA represents industry in 
Government. Each division, upon being notified that a particular industry 
Within its scope of responsibility is being injured, or is expected to be harmed, 
by existing legislation, proposed legislation, or other Government action, 
presents the facts to the cognizant department or agency. By unbiased action, 
the division may be able to present the problem to better advantage than the 
affected industry, he said. On the other hand, the industry itself may be able 
to take corrective or preventive measures and should not, therefore, rely solely 
on BDSA for results. 





2012 Woc’s AND GOVERNMENT ADVISORY GROUPS 


LEATHER, SHOES, AND ALLIED PRODUCTS DIVISION-TANNING INDUSTRY COOPERATION 


Speaking on the close cooperation that has existed between the tanning indus- 
try and the Department of Commerce, especially since the formation of the 
Tanners’ Council almost 40 years ago, Mr. Schnitzer related the Division’s 
history. He recalled its initial organization as one of the first commodity 
divisions formed by Secretary of Commerce Hoover. 

Among the accomplishments of a Government-industry committee organized 
at that time, upon request of the Tanners’ Council, was a complete report on a 
Trade Commissioner’s trip to Europe to make a study of the postwar situation 
in France and other European countries. Similar studies of the hide and leather 
supply situation were made by Trade Commissioners in the Far East and Latin 
America. Market information collected by resident Trade Commissioners abroad 
was published in cooperation with the Tanners’ Council until 1932 in the form 
of a raw stock manual and leather export manual. 

Other examples of the Tanners’ Council cooperation were its offer to furn- 
ish statistical and analytical industry data ordinarily collected and compiled 
by the Bureau of the Census, and its work with the War Industries Board, the 
War Production Board, and the National Production Authority during past emer- 
gencies. In addition to this cooperation, which has continued to the present 
time, a good working relation has been maintained with individual members 
of the trade, Mr. Schnitzer said. 

He expressed the hope that the industry will continue to be helpful in re- 
drafting standby materials and production control regulations as changing 
supply-demand conditions necessitate their revision. Orders originally pre- 
pared at the direction of the National Security Resources Board with the assist- 
ance of industry advisors are reviewed periodically, he reported, and either 
revised or discarded in accordance with existing conditions. For example, with 
a record number of cattle, the ample hide supply may necessitate only a single 
regulation restricting exports. 

In the event of emergency, the Division will serve the same function it has 
in the past, acting as the claimant agency for chemicals, machinery, and related 
equipment, and expressing tanning industry requirements as well as its relative 
essentiality. 

Currently, Mr. Schnitzer informed the conferees, the Division is compiling 
information received in response to questionnaires sent to more than 40 countries 
for the purpose of ascertaining potential markets for finished leather goods. As 
soon as a detailed report is available, it will be released to the Tanners’ Coun- 
cil for distribution. Meanwhile, any suggestions for supplementing information 
on foreign-market conditions, sources of raw materials, or other necessary 
data may be submitted to the Division and will be most welcome, he said. 

Assuring the conferees of the Division’s eagerness to be of constant service 
to business, Mr. Schnitzer invited the industry to utilize its facilities to the 
fullest as a sounding board and focal point for the presentation of problems on 
which the Government can be of assistance. One way in which the Division can 
help, for instance, is by arranging for a common meeting ground with other 
departments and agencies for the discussion and possible solution of specific 
problems confronting the industry. 


REMARKS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Secretary Weeks spoke briefly at the afternoon session of the conference on 
problems of Government administration and the international situation. 


FOREIGN TRADE POLICY 


Addressing the conference on foreign economic policy, Mr. Stambaugh said 
that administration objectives are to expand two-way international trade with 
the ultimate objectives of increasing worldwide consumption and production by 
raising living standards in all nations of the free world. It is hoped to achieve 
these objectives by encouraging United States imports and tourism, increasing 
the flow of private capital abroad, especially to underdeveloped countries, and 
following a reciprocal trade policy of moderate and gradual tariff reductions. 

In the struggle between the forces of capitalism and collectivism, American 
businessmen, in their operations throughout the world, can promote the ad- 
vantages of progressive American industrial management methods, Mr. Stam- 
baugh stated. American business representatives abroad can be the Nation’s 
best ambassadors, he said, and afford one of the best means of combating com- 
munism. 
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Mr. Stambaugh also spoke briefly on the foreign aid and technical cooperation 
programs, and on the administration’s proposal to extend the Reciprocal Trade 
Agreements Act. Explaining that grants-in-aid to allied countries were utilized 
to maintain an export-import balance which otherwise would have been in 
great imbalance because United States exports far exceed imports, he reported 
that foreign aid in the form of giveaway funds is being discontinued in Europe 
and reduced throughout the world. Moreover, assistance in the last 2 years has 
been diminishing and should be reduced further as the normal forces of in- 
dustry and commerce are reactivated and abnormal emergency situations clear 
up. The practice of giveaway grants was intended for temporary use only, Mr. 
Stambaugh pointed out, and should be replaced by a loan policy which will stim- 
ulate an expansion of foreign trade, thus shortening the dollar gap. 

Extension of Reciprocal Trade Agreements Act.—Tariff reductions were 
decided upon as an effective instrument of foreign economic policy, Mr. Stam- 
baugh noted. He referred to the President’s message to Congress on Jan- 
uary 10, 1955, in which a 3-year extension of the Reciprocal Trade Agreements 
Act was requested. Authority is requested to reduce tariffs on a moderate, 
gradual, and selective scale, Mr. Stambaugh emphasized. He also stressed lim- 
itations on the requested authority. 

In the request for authority to reduce tariffs as much as 5 percent each year 
for 3 years on selected commodities, the following provisions are noteworthy : 
(1) Reduction would be authorized only on an existing tariff, (2) Provided a 
corresponding reduction in the similar tariff of another country is negotiated, 
and (3) Over a period of 3 years, the reduction totals 15 percent. For example, 
an existing tariff of 20 percent on an item would be reduced to 19 percent in the 
first year, 18 percent in the second year, and 17 percent in the third year, or a 
total reduction of only 3 percent of value, rather than 15 percent of value, as has 
been widely misinterpreted. 

Mr. Stambaugh assured the conferees that not a sole Government official con- 
cerned with foreign economic policy is a “free trader” and that, from a psy- 
chological point of view, the approach presented in the President’s message is 
considered the best way of compelling foreignff countries to lower trade barriers. 
It is believed that only by giving trade concessions and negotiating multi- 
lateral and reciprocal agreements can the United States hope to expand world 
trade. It then becomes the responsibility of United States negotiators to be 
in the best bargaining position and derive the greatest net gain from the agree- 
ments, Mr. Stambaugh concluded. 

Discussion.—The tanning industry is unanimously in agreement with the 
administration’s objectives, theories, and philosophy of international trade, an 
industry spokesman stated. However, since the end of World War II, certain 
problems of grave concern to the industry have been developing with which it 
cannot cope. 

Reciprocity has not been a “two-way street” with respect to the domestic 
leather industry which has been meeting resistance over the past 5 or 6 years 
in world markets, he said. While the United States has been voluntarily 
assisting foreign competitors and removing its trade restrictions in negotiations 
with foreign countries, United States tanners of calfskins and kips are denied 
access to major foreign raw material markets and are discriminated against 
in foreign trade practices. They are barred from competing in world raw 
materials markets by aribtrary and unfair Government devices including out- 
right export embargoes, quota restrictions, prohibitive export taxes, preferential 
selling arrangements, barter agreements, Government monopolies, cartels, and 
other restrictions tied in with currency controls. As a direct result, the volume 
of calf leather production in the United States has declined markedly from the 
prewar average while imports of finished leather are increasing. 

Referring to the lack of similar trade barriers in the United States, rapidly in- 
creasing competition from imports, and the harm being done to other industries, 
such as coal, conferees questioned the effectiveness of negotiations under the 
General Agreement on Tariffs and Trade and the desirability of reducing tariffs. 
They asked whether some relief might be forthcoming. 

Mr. Stambaugh replied that an opportunity to adjust past concessions will be 
presented at the Geneva conference on the General Agreement on Tariffs and 
Trade to be held in the near future, at which two businessmen with, incidentally, 
opposing views will serve as industry representatives in addition to BDSA and 
other Government officials. Calling for patience and confidence in the earnest 
and sincere intentions of policymaking officials, he reminded the industry 
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members that concessions for a particular industry are always gained at the 
expense of another segment of the economy. In order to expand world consump- 
tion of leather goods, for example, concessions may be made that will dislocate 
some other domestic industry. Each industry, whether it is coal, bicycles, or 
watches, generalizes on the effects of unfair competition from low-wage coun- 
tries on the domestic economy and employment, he said. However, a study by 
the Department of Agriculture on the reasons for progressive unemployment 
revealed that in no single instance was unemployment attributed to imports. 
Exports, on the other hand, account for a large percentage of employment in 
some areas of the Nation such as Detroit and Milwaukee. In the State of Ohio, 
the Commerce Department has found that imports exceed exports in less than 
6 percent of the principal industries in that area. United States dollars spent 
for imports can be used in only one place, Mr. Stambaugh pointed out—to buy 
American goods. 

With the possible exception of individual cases, the best apparent long-range 
solution seems to be increasing world consumption and productivity. United 
States foreign economic policy is directed to this end but must be supported 
by strong evidence that American business practices, resources, and ingenuity 
are capable of adjusting to tariff reductions and other concessions made to for- 
eign producers, Mr. Stambaugh said. 


ARTIFICIAL TRADE BARRIERS 


Because of the limitation placed on the tanning industry by the available world 
supply of raw materials, the erection of artificial trade barriers is more serious to 
tanners than foreign competition, an industry member said. Competition is nat- 
urally of some concern in view of possible reduction of the present duty on calf 
and kip leather (now lower than comparable duties and import taxes of other 
countries) which would give foreign tanners a further advantage. However, the 
industry is being harmed more by a gradual exclusion from its sources of raw 
materials. 

The domestic industry is not seeking undue advantage over other countries, 
he said, and only wants a fair share of world trade. While domestic tanners 
are being harmed by a severe shortage of raw materials and are being prevented 
from normal purchases abroad by discriminatory actions of many foreign coun- 
tries, foreign tanners have been buying hides from the United States and export- 
ing tanned leather to this country. 

Enumerating the foreign governments protecting and subsidizing their own 
tanning interests, conferees emphasized that the export restrictions and other 
artificial controls imposed by those nations reduce GATT tariff negotiations and 
concessions to a mockery. Moreover, foreign countries claiming shortages of dol- 
lars are the very nations restricting their exports of untanned calfskins, horse- 
hides, and other raw materials. While they are securing American dollars by 
exporting tanned leather and finished goods to the United States in increasing 
quantities, United States exports of some types of leathers have dropped as much 
as 50 to 80 percent. 

GATT neyotiations.—Past GATT negotiations have resulted in many United 
States concessions without actual reciprocity by foreign countries, conferees 
reiterated. Emphasizing the desirability of alleviating the distress which has 
prevailed in the industry due to its inability to dispose of residual grades of 
leather in world markets because of outbidding, as well as because of artificial 
trade barriers, an industry spokesman urged that Government officials resist 
artificial controls in future GATT meetings. It was suggested that industry 
advisors be consulted beforehand, if possible, on the advisability of making 
specific concessions on hides. 

For example, it is known that leather (which is not imported from Japan by 
the United States) is among the items to be considered for tariff concessions 
in the proposed reciprocal trade agreement with Japan, and is being used for 
favored nation barter purposes only. 

Mr. Honeywell assured the industry representatives that everything possible 
will be done by BDSA in this respect. Both Mr. William E. Haines (Assistant 
Deputy Administrator, BDSA) and Mr. McCoy who are to attend the Geneva 
Conference will be alerted to proposals which might have the effect of injuring 
American business. He asked that the leather industry present the basic facts 
supported by statistical data, adding that considerable emphasis is being placed 
by the Commerce Department on domestic economic affairs and the effects of 
foreign activities on domestic industries. 
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A short discussion followed on the effect of foreign economic policy on indus- 
tries closely allied to leather tanning, agricultural surpluses, and the effect of 
United States price supports on bargaining power. 

Mr. Stambaugh suggested that, since a completely fiexiMe, free, competitive 
world market is impossible, and the problem resolves into one of “getting for what 
we give,” the tanning industry pinpoint specific cases and present them to the 
interagency Committee for Reciprocity Information. A copy of a brief submitted 
by the Tanners’ Council of America, Inc., to that Committee on December 1, 
1954, was left with BDSA so that the material contained therein may be docu- 
mented and incorporated with other industry suggestions on which the Division 
will take action. 

FOA program.—Remarking that the tanning industry has never requested 
Government aid heretofore but that 35 tanners have gone out of business in the 
past 4 years and others are seriously contemplating similar action, a conferee 
referred to the essentiality of the industry to national defense in producing Army 
supplies. Since tanning is a marginal profit business, he said, tanners must 
depend on exporting 3 to 5 percent of their output to assure profits. A means 
of assuring this export might be the supplemental use of FOA funds allocated 
for the purchase of hides to purchase finished or semifinished leather goods 
for shipment to certain Asiatic countries, Thus, foreign assistance might be 
effected without injury to the domestic industry. 

Mr. Honeywell stated that the suggestion would be noted. BDSA has pre- 
viously suggested assistance to foreign countries in the form of materials instead 
of dollars, he added. The FOA program, however, is based on an attempt to 
create purchasing power and stimulate increased productivity by placing dollars 
in foreign hands. Another method followed by FOA in the foreign-aid program 
is the use of counterpart funds. 


DISPOSAL OF GOVERN MENT SURPLUS PROPERTY 


Mr. Ralph C. Spencer, staff director, Office of Storage, Distribution, and 
Disposal, Department of Defense, described procedures developed for the dis- 
posal of military surplus materials. Such surpluses have occurred at the termi- 
nation of every military operation, he said, and the burden of disposal has 
increased with the growth of the military services. Because of the continued cold 
war, it was deemed necessary to devise a continuing, orderly process within the 
supply system for the disposal of materiel as it becomes surplus. 

The first action taken by Secretary of Defense Wilson in 1952, Mr. Spencer 
related, was to issue a directive for the identification by the military depart- 
ments of every item in the supply system no longer needed. By late 1953, more 
than 4 million items had been identified and cataloged in Operation Cleansweep. 
A uniform set of principles for disposing of surplus items as they occur was 
also adopted as a guide for the conduct of sales by local disposal officers at approx- 
imately 2,500 military installations. Currently, an estimated $2.2 billion worth 
of stock must be sold in the best interest of the Government and with the least 
harmful impact on the economy. 

In recognition of the disruptions to commercial markets caused by wholesale 
marketing of military surpluses, the Department of Defense entered into an 
agreement with the Department of Commerce whereby the appropriate BDSA 
industry division is to be consulted before materials are offered for sale in large 
quantities. Under established criteria, BDSA receives information on all mili- 
tary selling activities upon which to evaluate the impact such sales might create 
and then make recommendations to the Department of Defense. Industry views 
on surplus disposals are also communicated to BDSA for evaluation. 

In accordance with this procedure, Mr. Spencer observed, a monthly allocation 
of shoe sole taps was determined, and whether or not the industry may again 
be depressed by surplus disposals of this item depends on the accuracy of the 
information furnished. Disposal should also be considered in the light of 
various factors underlying every decision, he pointed out, among them the pro- 
hibitive cost of storing merchandise for indefinite periods, the cost of defense 
and the return on investment—all of which affect the taxpayer’s dollar. 

To prevent past errors in disposal from recurring, training conferences are 
being held for disposal officers across the Nation, Mr. Spencer reported. 


OTHER INDUSTRY PROBLEMS 


Government competition with private business.—In answer to an inquiry about 
the accumulation of cut soles by the military services and the effect of their 
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disposal on the industry, Mr. Schnitzer explained that, during the Korean buildup 
period, the policy was to purchase a complete supply of shoes for each selectee 
when he was drafted. Supplies and maintenance equipment were provided 
simultaneously, with the result that several hundred Government-owned shoe 
repair shops were established at military installations, in various areas of com- 
mand, and aboard ship. Thus, Government entered into business in competition 
with private enterprise and miscalculations in estimating requirements created 
surplus supplies. 

With the cessation of hostilities in Korea, and the drive to get the Government 
out of business, 35 to 50 shoe repair shops have been closed and many more are 
expected to be closed in 1955. Stocks of cut taps are therefore becoming available 
for disposal and being sent to surplus centers for sale. 

In May, almost 1 million pairs of surplus cut taps were sold, however, by agree- 
ment between the Commerce and Defense Departments, the impact of surplus dis- 
posal on commercial markets was lessened with a limitation on sales of cut soles 
to no more than 50,000 pairs in 1 month. Mr. Schnitzer reported. 

An industry spokesman expressed appreciation for the efforts being made 
toward more economic surplus disposal by the Government, adding that losses 
in revenue have nonetheless occurred in the collection of taxes from the industry. 


NATIONAL PRODUCTION AUTHORITY 
Washington, D. C. 


MINUTES—MEETING OF TITANIUM PRODUCERS AND FABRICATORS INDUSTRY 
Apvisory COMMITTEE, JUNE 8, 1953 


Perry D. Helser, Miscellaneous Metals and Minerals Division, Government 
presiding officer 


COMMITTEE MEMBERS 


*Clark W. King, Allegheny-Ludlum Steel Corp., Pittsburgh, Pa. 

Cc. H. Brauchel, Canton Drop Forge Co., Canton, Ohio. 

Edward S. Russell, Consolidated Industries, Inc., West Cheshire, Conn. 

Dr. Joseph Shrawder, Jr., E. I. du Pont de Nemours & Co., Wilmington, Del. 

*Victor Brown, Kropp Forge Co., Chicago, Ill. 

Victor F. Braun, Ladish Co., Cudahy, Wis. 

*James A. Roemer, Mallory-Sharon Titanium Corp., Niles, Ohio. 

*D. J. Asquith, Moore Drop Forging Co., Springfield, Mass. 

*C. I. Bradford, Rem-Cru Titanium, Inc., Midland, Pa. 

*E. M. Richards, Republic Steel Corp., Cleveland, Ohio. 

*A.H. Milnes, the Steel Improvement & Forge Co., Cleveland, Ohio. 

Harry C. Wildner, Titanium Metals Corporation of America, New York, N. Y. 

Dr. F. N. Darmara, Utica Drop Forge & Tool Corp., Utica, N. Y. 

*A. J. Pepin, Wyman-Gordon Co., Worcester, Mass. 

Industry advisory committees are representative groups formed for the purpose 
of furnishing advice and information to the National Production Authority on 
matters furthering the defense effort. No actions are taken or decisions made 
in these meetings since they are solely for advisory purposes. Suggested sub- 
jects for consideration at future meetings may be sent to the Government pre- 
siding officer. 

OTHER INDUSTRY REPRESENTATIVES 


E. A. Gee, E. I. du Pont de Nemours & Co., Wilmington, Del. 
S. A. Herres, Titanium Metals Corporation of America, New York, N. Y. 


GOVERNMENT ATTENDANCE 


National Production Authority: 
EK. Vogelsang, Miscellaneous Metals and Minerals Division 
H. B. Sharpe, Miscellaneous Metals and Minerals Division 
Herbert L. Cullen, Miscellaneous Metals and Minerals Division 
Peter M. Rouzitsky, Metals and Minerals Bureau 


*Present at meeeting. 
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Connor B. Batman, Office of Industry Advisory Committees 
C. R. Larrabee, Office of the General Counsel 
R. Blaisdell, Office of Public Information 
Delores Hendershott, minutes writer 
Other agencies: 
Dr. Timothy May, Munitions Board 
tdward J. Dunn, Department of the Army 
Capt. R. M. Huebel, Department of the Navy 
Col. John Dick, Department of the Air Force 
Col. Orson Kenney, Aircraft Production Resources Agency, Dayton, Ohio 
Homer Mann, Defense Materials Procurement Agency 
V. A. Brussolo, Defense Materials Procurement Agency 
J. P. Boquel, Small Defense Plants Administration 


PURPOSE OF THE MEETING 


The Titanium Producers and Fabricators Industry Advisory Committee met 
on June 3, 1953, to discuss (1) the raw materials outlook, (2) titanium sponge 
situation, (3) task group reports, and (4) a proposed plan for rescheduling the 
distribution of titanium sponge and titanium products. 

Mr. Perry D. Helser (Miscellaneous Metals and Minerals Division, NPA) was 
the Government presiding officer. 


OPENING REMARKS 


Mr. Connor B. Bateman (Office of Industrial Advisory Committees, NPA) wel- 
comed the committee and introduced the following alternates: Dr. E. A. Gee, 
E. I. du Pont de Nemours & Co., Wilmington, Del., attending for Dr. Joseph 
Shrawder, Jr.; and Mr. 8. A. Herres, Titanium Metals Corporation of America, 
New York, N. Y., attending for Mr. Harry C. Wildner. 


ACTIONS TAKEN SINCE THE LAST MEETING 


As recommended by the committee at the last meeting, November 18, 1952, 
Mr. Helser reported, two task groups were formed—one to study problems in- 
volved in increasing melting capacity to keep pace with expanding production 
of sponge, and the other to study the means of utilizing titanium scrap. These 
groups have held meetings and the conclusions reached by each appear under 
the heading Task Group Reports. 


RAW MATERIALS OUTLOOK 


Mr. H. A. Mann (Defense Materials Procurement Agency) told the committee 
that, through the processing of ilmenite, brookite, high titania slag, and similar 
minerals other than rutile, a plentiful supply of raw materials is expected to be 
available for producing titanium on the large-scale basis anticipated in the future. 

Adequate electric power to support the level of titanium production anticipated 
is expected to be provided through expanded power facilities which have been 
scheduled in addition to existing installations. 


TITANIUM SPONGE SITUATION 


Status of contracts—Mr. Mann reported that DMPA has concluded two con- 
tracts for facilities to produce titanium sponge, in which the Government is 
advancing funds to meet the cost of installation, as follows: (1) With the 
Titanium Metals Corporation of America for facilities with a capacity to produce 
3,600 tons of sponge annually which should be in full production by the end of 
the third quarter of 1953, and (2) with E. I. du Pont de Nemours & Co. for 
facilities with a capacity of 2,700 tons of sponge annually (which will be in- 
tegrated with existing facilities having a capacity of 900 tons) with production 
to start during the first quarter of 1954. 

Two additional contracts, which are expected to be finalized shortly, will 
provide for expansion of Titanium Metals Corporation of America facilities at 
Henderson, Nev., by 5,400 tons for a total capacity of 9,000 tons annually, and 
installation of facilities by Cramet, Inc., a subsidiary of Crane Co., to produce 
6,000 tons annually. If these contracts are consummated during the second 
quarter of 1953, production is expected to begin during the latter part of 1954. 
Col. John Dick (Department of the Air Force) told the committee that these 
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contracts are receiving top-level consideration now and he expressed the opinion 
that approval will be granted. 

DMPA has also consummated an agreement with the Bureau of Mines to 
produce 500,000 pounds of sponge during the next 18 months, Mr. Mann said. 
He added that this production is merely an interim measure to assist in reducing 
the deficit of sponge and, for planning purposes, is not to be considered permanent 
capacity. 

Preliminary discussions have revealed that further expansion of sponge produc- 
tion capacity is possible, Mr. Mann continued. When the review of the titanium 
program has been completed by the Government, negotiations for additional 
capacity to meet stated expansion goals may be initiated if the goals are beyond 
those of contracts now pending. 

Supply and requirements.—On the basis of estimates submitted by producers, 
Mr. Mann said, production of titanium sponge from the industry's existing facili- 
ties, those being installed, and the Bureau of Mines plant, is expected to total 
3.400 tons in 1953, 7,000 tons in 1954, and 7,200 tons in 1955. If the two additional 
contracts are finalized during the second quarter of 1953, it is estimated that 
15,500 tons will be produced in 1955 and 18,600 tons in 1956. 

By comparing indicated requirements for sponge during the second half of 
1953 with the estimated supply, it appears that a deficit of about 300 tons will 
occur even if the full estimated rate of production is attained, Mr. Mann con- 
tinued. While some titanium sponge will probably be imported from Japan 
under commercial contracts this year, the quantity will not be large enough to 
reduce the anticipated deficit to any great extent. In reply to a question, he 
said that DMPA knows of only one Japanese producer (with a capacity of about 
5 tons a month) who has completed a contract for the delivery of sponge to United 
States consumers. While other Japanese are seeking financial assistance from 
the United States Government for the development of facilities for producing 
titanium sponge, DMPA is of the opinion that a comparable amount of additional 
sponge can be produced in the United States if the aid is given to domestic 
producers instead. 

Two committee members commented that the Japanese sponge they have tested 
seems to be of satisfactory quality and they are interested in importing sponge 
from Japan. 

Production problems.—Despite the formidable production problems involved in 
developing and mastering new metallurgical techniques, Mr. Mann told the com- 
mittee, titanium producers are making great progress in improving their products. 
From all indications, the quality of sponge now being produced meets the 
requirements of users to a much greater degree than last year. 

Although new processes for the production of sponge are in the research and 
development stage, no large-scale commercial production can be expected from 
any other than the magnesium reduction process during the next several years, 
Mr. Mann believed. Constant improvement of present techniques, however, 
will eventually result in the production of a fine quality metal at prices lower 
than those now prevailing, he predicted. 

Defense requirements.—Mr. Helser gave a breakdown by shape and form of 
estimated defense requirements for the third and fourth quarters of 1953. In 
reply to a question, Dr. T. C. May (Munitions Board) said that these require- 
ments (submitted by the Army, Navy, and Air Force) are based on authorized 
programs, and on production research and development and potential require- 
ments. 

TASK GROUP REPORTS 


Report of task group on melting capacity—Mr. Herbert L. Cullen (Miscella- 
neous Metals and Minerals Division, NPA) briefly outlined the discussion on 
melting capacity which took place at the task group meeting held the morning 
of June 2. It was the consensus of the group that melting and rolling capacity 
to process sponge made available by producers will be more than sufficient 
into 1955. 

According to individual reports made at the meeting, the melting capacity of 
the industry at present totals approximately 18 tons per day. This capacity is to 
be increased to about 32 tons per day by January 1, 1954. 

As to the industry’s ability to fulfill defense requirements for individual 
shapes and forms, it was the consensus of the task group that the relatively 
low needs anticipated in the third and fourth quarters of 1953 can be processed 
without any difficulty. They felt that this problem will not become serious until 
titanium sponge production reaches significant proportions. 
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Pointing out that most of the processing equipment used by the titanium 
industry belongs to the steel industry and is used for producing steel products as 
we ll as those of titanium, the task group noted that complications in scheduling 
have occurred. They also discussed the suitability of this equipment, and asked 
whether Government financial assistance could be obtained for purchasing equip- 
ment designed specifically for titanium processing. They were told that perhaps 
arrangements on the basis of repayment of metal could be made with the 
General Services Administration. 

The task group was aware that the industry is faced with the possible loss of 
valuable processing experience if nonintegrated companies are forced to drop 
out for lack of an assured source of supply or an alternate source if it should be 
needed. 

The group also considered the advisability of obtaining security clearance 
for more than one individual in a company so that plans involving the use of 
classified requirement information can be reviewed and discussed intelligently. 

Discussion.—Asked whether the Air Force is continuing its surveys for the 
purpose of projecting requirements through 1956, Colonel Dick said that this 
matter is under consideration and a report probably will be issued next month. 
He added that, while more experience is required before estimates on titanium 
requirements can be patterned after the type of requirements established for 
other metals, estimates up to the present have been fairly accurate. 

Discussing the Crane Co. program, Mr. Cullen said that some of the sponge 
to be produced might be available to other members of the industry while melting 
facilities are being installed. These, he understood, would come into operation 
a year or two after sponge production facilities had been completed. Mr. Mann 
noted that, under the terms of the contract, the Government retains the right to 
purchase 25 percent of the company’s production of sponge, if and when neces- 
sary. Explaining that this option does not contemplate eventual allocation, he 
said that the quantity involved will not be taken from this company for dis- 
tribution to others. Contracts made with other companies contain a similar pro- 
vision, he added. 

Report of Task Group on Titanium Scrap.—Mr. Cullen reported that the Task 
Group on Titanium Scrap met in the afternoon of June 2. For discussion pur- 
poses, it was estimated that about 25 percent of titanium sponge handled returns 
in the form of scrap. The two types are home scrap and purchased or foreign 
scrap coming back from fabricators. He said that estimates on home scrap re- 
sulting from the production of specific shapes and forms, based on weight of 
sponge melted, were as follows: 











Shape or form Usable Unusable 
scrap scrap 
Percent Percent 
Forging stock ___-- Ri NSbWe detoseeudens <ibeubadapinas a he 20 5 
Rolled bar____-- ; ee <s ‘ sn dents 26 5 
Fabricating plate -__- sia : | 20 5 
Fabricating sheets (hand milled) _- sess | 45 10 
RN Rs aks 5 68 nb du heise rinss Sonint denn debbie s. 30 5 


Individual reports by task group members revealed that, while only one com- 
pany has developed a satisfactory method for remelting massive scrap, all of 
them can remelt light-weight scrap and are making efforts to improve their 
remelting processes. Since the recovery of scrap appears to be the most promis- 
ing source of relief as far as the sponge deficit is concerned, the task group urged 
that the Government expedite approval of plans for developing scrap remelting 
programs. 

Discussion.—Col. Orson Kenney (Aircraft Production Resources Agency) said 
that fabricators have been requested to hold their scrap under the Air Force 
scrap conservation program. Colonel Dick explained that producers have been 
asked to submit proposals on methods of remelting scrap. The Government, 
however, has not yet taken any steps toward the financial support of the meth- 
ods proposed. A committee member commented that his company is awaiting 
approval of a plan under which approximately 4% tons of ingot a day can be 
produced from scrap. Mr. Cullen offered to find out why approval is being 
delayed and to help expedite it. 

Mr. Edward J. Dunn (Department of the Army) asked whether an ingot com- 
prised of 100 percent scrap can be produced and a committee member replied 
affirmatively. 





9020 Wwoc’s AND GOVERNMENT ADVISORY GROUPS 


Asked by a committee member representing fabricators whether flashings are 
acceptable as scrap, a producer member said that, while turnings are the most 
desirable, flashings can be used if clean. Producers do not expect fabricators to 
clean the scrap, but they do emphasize the importance of segregation. It will 
be necessary to educate fabricators and dealers as to proper segregation before 
purchased scrap can be of much use to producers. Replying to a question, a 
committee member said that his company may be in a position to purchase scrap 
in addition to its revert scrap after the Government approves the scrap remelt 
program the company has submitted. 


PROPOSED PLAN FOR RESCHEDULING THE DISTRIBUTION OF TITANIUM SPONGE AND 
PRODUCTS 


Colonel Kenney outlined a proposed plan for rescheduling orders for titanium 
products to speed up deliveries to military contractors. Within a short time, 
he said, Aircraft Production Resources Agency representatives will call on each 
fabricator for the purpose of examining current orders, which have been broken 
down by item, size, grade, and gage, to ascertain the order of priority in which 
the absolute minimum requirements of defense contractors should be delivered. 
He pointed out that a similar plan for month-to-month scheduling applied in a 
more or less parallel situation has succeeded in eliminating most delivery bot- 
tlenecks. All of the contractors, he added, have expressed their willingness to 
cooperate fully. A mill is at liberty to reject the proposed plan if it interferes 
seriously with normal operating procedures. If it is accepted, the suggested 
rescheduling plan will be forwarded to the Munitions Board for approval and 
then sent to NPA for “freezing.” 

Emphasizing the seriousness of the delivery situation, Colonel Kenney said that 
airframe manufacturers who have been unable to get titanium sheets are revert- 
ing to stainless steel. While manufacturers have incorporated titanium into 
their models and are anxious to get as much as possible, they are holding back 
third- and fourth-quarter orders because they fear that fabricators will not 
be able to make deliveries on schedule. Possibly, an analysis of order boards 
and subsequent rescheduling as outlined would reveal that the situation is not 
as serious as it now appears. He expressed surprise that fabricators do not 
anticipate any particular difficulty in fulfilling requirements in 1953 because re- 
ports to APRA indicate that contractors are unable to procure the materials they 
need. 

Colonel Kenney discussed the total sheet requirements for May through Sep- 
tember of 1953 and asked whether standardization of sheet gages and sizes 
might help to alleviate the difficulty in meeting requirements. Committee mem- 
bers expressed the opinion that width and gage could be standardized but that 
random lengths would be preferable to standard lengths. 

Colonel Kenney also suggested reviving the use of toll agreements in order 
to assure the return of usable scrap. He reiterated that manufacturers are 
willing to cooperate in every way possible which might eventually result in the 
availability of more titanium materials. 

The committee raised no objections to giving the proposed plan a trial run, 
except for a member who believed that APRA should formulate a rescheduling 
plan which could be discussed with producers and fabricators before any type 
of allocation system is imposed. He feared that the plan outlined by Colonel 
Kenney would tend to stifle development efforts, particularly if certain com- 
panies should be designated to produce items of specific sizes and gages in order 
to speed deliveries. 

Industry representatives of the fabricating segment unanimously attributed 
production difficulties to the shortage of sponge; otherwise delivery dates could 
be met on time. A committee member representing the producing segment said 
that sponge production at this time exceeds previous forecasts. He anticipated 
no major development which would provide additional tonnages of sponge before 
new capacity comes into operation some time in 1954. 

Mr. Helser explained that under the proposed plan, NPA would determine 
the quantity of sponge which fabricators needed to meet the screened require- 
ments approved by the Defense Department and that production directives 
would be issued accordingly to sponge producers. Colonel Kenney said that, 
with a backlog already existing, not much can be done before July as far as 
a firm schedule is concerned. 

Pending extension of the Defense Production Act, Mr. Cullen observed that 
NPA has no authority to take any actions affecting industry after June 30. If 
anything can be done in the next few days to line up July production, he said, 
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action can then be taken to issue production directives as soon as the necessary 
authority is granted. 
CHANGES IN PERSONEL 


Mr. Helser announced that he is leaving NPA shortly. It is expected that 
Mr. Cullen will succeed him. 


DATE OF NEXT MEETING 


No date was set for the next meeting. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Washington, D. C. 


MINUTES—MEETING OF CHEMICAL AND RUBBER INDUSTRY ADVISORY COMMITTEE, 
DECEMBER 14, 1953 


Norman BP. Hathaway, Chemical and Rubber Division, 
Government presiding officer 


Industry advisory committees are representative groups formed for the pur- 
pose of furnishing advice and information to the Business and Defense Services 
Administration on matters furthering the defense effort. No actions are taken 
or decisions made in these meetings since they are solely for advisory purposes. 
Suggested subjects for consideration at future meetings may be sent to the 
Government presiding officer. 


COMMITTEE MEMBERS 


John A. Hill, Air Reduction Co., New York, N. Y. 

*A. B. Chadwick, Allied Chemical & Dye Corp., New York, N. Y. 

*S. C. Moody, American Cyanamid Co., Bound Brook, N. J. 

*Edwin H. Arnold, Arnold, Hoffman & Co., Inc., Providence, R. I. 

*J. D. Fennebresque, Celanese Corporation of America, New York, N. Y. 
*Lupton Patten, the Chattanooga Medicine Co., Chattanooga, Tenn. 
*William Ward, E. I. du Pont de Nemours & Co., Wilmington, Del. 

*O. J. S. deBrun, the Egyptian Lacquer Manufacturing Co., New York, N. Y. 
*Dr. Everett G. McDonough, Evans Chemetics, Inc., New York, N. Y. 
Charles C. Gates, Jr., Gates Rubber Co., Denver, Colo. 

P. W. Litchfield, Goodyear Tire & Rubber Co., Akron, Ohio. 

Philip B. Stull, Hercules Powder Co., Inc., Wilmington, Del. 

*Thomas Robins, Jr., Hewitt-Robins, Inc., Stamford, Conn. 

Bromwell Ault, Interchemical Corp., New York, N. Y. 


Charles K. Cosse, Kingston Chemical Co., Inc., New York, N. Y. 
*Dan M. Rugg, Koppers Co., Inc., Pittsburgh, Pa. 

*James J. Kerrigan, Merck & Co., Rahway, N. J. 

*Felix N. Williams, Monsanto Chemical Co., St. Louis, Mo. 
*George L. Parkhurst, Oronite Chemical Co., San Francisco, Calif. 
*Kenneth A. Spencer, Spencer Chemical Co., Kansas City, Mo. 


OTHER INDUSTRY REPRESENTATIVES 


Harry D. Brown, Gates Rubber Co., Denver, Colo. 
Leland E. Spencer, Goodyear Tire & Rubber Co., Akron, Ohio. 


GOVERNMENT REPRESENTATIVES 
Department of Commerce: 
Lothair Teetor, Assistant Secretary for Domestic Affairs 


Emmett A. Chapman, Office of the Secretary 
Ralph Stewart, Bureau of Foreign Commerce 


*Present at meeting. 
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Robert E. Simpson, Bureau of Foreign Commerce 
Business and Defense Services Administration : 

Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
William E. Haines, Assistant Deputy Administrator 
Walter A. Edwards, Assistant Administrator 
Chemical and Rubber Division: 

Charles C. Concannon 

Russell W. Ehlers 

H. R. Gaetz 

F. M. Hoffheins 

Everett G. Holt 

Lowell B. Kilgore 

Wesley R. Koster 

S. Earle Overley 

Leonard Weirich 
William M. Martin, indvstry advisory committee staff 
Richard Blaisdell, public information office 
Paul Jodran, public information office 
Verna Breese, summary writer 
E. D. Kelly, Office of Synthetic Rubber, RFC 
W. H. Shahan, Small Business Administration 


PURPOSE OF THE MEETING 


The Chemical and Rubber Industry Advisory Committee met on December 14, 
1953, to review and discuss: (1) Aims and objectives of the Department of 
Commerce; (2) responsibilities of the Assistant Secretary of Commerce for 
Domestic Affairs; (3) organization and functions of the Business and Defense 
Services Administration of the Department; (4) program of the Chemical and 
Rubber Division of BDSA; (5) post-attack planning program; (6) collection, 
interpretation, and dissemination of statistical data on the distribution by uses 
and the manufacturing capacities of important industrial chemicals; (7) report 
on the status of the disposal program for Government-owned synthetic rubber 
production facilities; (8) small-business problems; and (9) other matters of 
interest. 

Mr. Norman E. Hathaway (Director, Chemical and Rubber Division, BDSA) 
was the Government presiding officer. 


OPENING COMMENTS 


Mr. William M. Martin (Industry Advisory Committee Staff, BDSA) called 
the meeting to order. Inasmuch as most of the members of this new overall 
Chemical and Rubber Industry Advisory Committee have served on one or more 
of NPA’s chemical or rubber [AC’s, Mr. Martin did not consider it necessary 
to review in detail the regulations established for the conduct of such meetings. 
He pointed out that copies of the Rules Applicable to Meetings with Groups of 
Industry Representatives, as revised effective January 2, 1952, had been fur- 
nished to new members. 


AIMS AND OBJECTIVES OF THE DEPARTMENT OF COMMERCE 


The honorable Sinclair Weeks, Secretary of Commerce, was unable to attend 
the official session of the committee because of an important conference at the 
White House ; however, he addressed the group informally at lunch, outlining the 
broad aims aud objectives of the Department. The Secretary emphasized that 
by assisting, promoting, and fostering business and industry the Department 
will assure continuing high levels of production, employment, and national 
prosperity and thereby serve the best interests of all of the citizens of the United 
States. 


REMARKS BY THE ASSISTANT SECRETARY FOR DOMESTIC AFFAIRS 


Mr. Lothair Teetor (Assistant Secretary for Domestic Affairs) welcomed the 
group on behalf of the Secretary and other officials of the Department. He 
expressed sincere appreciation for their willingness to accept the responsibilities 
of serving as members of the committee and for attending the meeting. 

Mr. Teetor then referred briefly to the fact that there has been a change in the 
general, over-all philosophy with respect to Government, The present Admin- 
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istration is striving for an efficient and economical Government which will be 
helpful to all groups and all individuals. Mr. Teetor noted that qualified men 
from business and industry are now serving in many Government departments 
(including the Department of Commerce) and agencies on a WOC (without 
compensation) basis; these men are economically minded and will work with 
the many professional workers and the thousands of qualified career employees 
in Government to provide the best possible Government and at reduced costs to 
the taxpayers. 

Mr. Teetor then reviewed the functions and responsibilities of the Assistant 
Secretary for Domestic Affairs, of which the Business and Defense Services Ad- 
ministration is an important part, as follows: 

(1) Help to provide and maintain a national environment in which free, com- 
petitive enterprise may start to grow and prosper. 

2) Be prepared at all times to establish and operate the industrial regula- 
tions and controls that have been found necessary during war emergencies. 

(3) Advise the Secretary on national policy and legislation affecting commerce 
and industry. 

(4) Reflect to all agencies of Government, including the Congress, the view- 
point of business. 

(5) Collect, interpret, and distribute national statistics. 

(6) Analyze economic trends and problems as the basis for stimulating growth 
and business stability and also as a basis for helping to restore stability in the 
event of economic recession. 

(7) Provide a central, responsible place in Government to which business may 
present its problems and viewpoint. 

(8) Advise the Secretary and other agencies of Government on the “health” 
of the country’s business system. 

(9) Make available various kinds of technical and scientific information from 
source material collected throughout the world. 

(10) Promote adoption of. product standards to eliminate waste and stabilize 
quality. 

(11) Provide a network of field offices and branches through local chambers of 
commerce to act as distribution points for all data and services of the Department 
of Commerce. 

(12) Be elert to Government competition in the field of private enterprise and 
work to eliminate such competition whenever feasible. 

(13) Cooperate with the Bureau of Foreign Commerce of the Department on 
matters relating to: (a) export controls; (b) import restrictions and policies; 
(c) tariffs; and (d) development of foreign trade. 

Mr. Teetor emphasized that industry's guidance, cooperation, and support will 
be important factors in achieving the goals enumerated above. It is necessary 
to know industry’s point of view and to understand industry's problems; other- 
wise the Department cannot properly represent industry and business. Mr. 
Teetor pointed out that the views and recommendations developed at industry 
advisory committee and industry council meetings will be of inestimable value 
in developing policies and programs which will help, not hamper, business. An- 
other way in which industry can contribute to a more efficient program for the 
Department of Commerce as a whole, and BDSA in particular, is to continue to 
make available qualified men to serve Government on a WOC basis and as part- 
time consultants. Mr. Teetor noted that there are now approximately 44 WOC's 
in BDSA, serving primarily in the twenty-five-odd industry divisions; in addi- 
tion, there are approximately 50 industry consultants serving on a part-time 
basis. s 

Mr. Teetor also emphasized the importance, in the event of a future emergency 
of having a large reserve of WOC’s who could be called back into Government. 
The Government now has a roster of some 1,200 men who have served either in 
the War Production Board or the National Production Authority ; these men are 
qualified to represent their industries and are also acquainted with Government 
operations and problems. It is important, Mr. Teetor pointed out, that industry 
continue to supply qualified men for Government service in the interest of 
national security, as well as in the interest of assuring the most efficient service 
to industry. 

Mr. Teetor concluded his remarks by emphasizing that Government regulations 
and controls on business will be reduced to the minimum and that the Depart- 
ment will seek to provide the environment which will enable business and indus- 
try to solve its own problems without undue hampering resulting from Govern- 
ment regulations and restrictions. 
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ORGANIZATION AND FUNCTIONS OF BDSA 


Mr. Charles F. Honeywell (Administrator, Business and Defense Services 
Administration) briefly reviewed the organization and functions of BDSA, 
which was officially launched on October 1, 1953, to carry on the defense-produc- 
tion and mobilization-readiness programs which had formerly been the respon- 
sibility of the National Production Authority and also to assume responsibilities 
connected with general services to industry and business. Mr. Honeywell 
explained that the agency’s defense production activities would include: (1) 
Administration of the defense materials system and taking related actions in 
support of military and atomic energy programs; (2) review and the making of 
recommendations to the Office of Defense Mobilization on expansion goals, tax 
amortization, and domestic loan applications; and (3) the making of recom- 
mendations on the stockpiling or the disposal of stockpiled strategic materials 
and equipment in relation to industrial requirements to avoid any adverse effects 
on the national economy. Activities related to the mobilization preparedness 
program include: (1) Participation in the development of the Government’s 
mobilization program for the provision of adequate industrial facilities in the 
event of national emergency; (2) providing the mobilization authorities with 
basic data for use in the identification and rating of facilities to be protected 
against the possibilities of enemy damage; and (3) providing assistance to the 
Office of Defense Mobilization in regard to participation with industry in post- 
attack planning. Mr. Honeywell pointed out that, at least for the remainder 
of the current fiscal year, BDSA’s activites will be concentrated primarily on 
the handling of the defense production activities and on completing mobilization 
preparedness programs. He emphasized the importance of having practicable 
controls and regulations completed and in readiness to be initiated immediately 
in the event of all-out war and added that industry would be consulted in the 
formation of new emergency plans to assure their workability. 

Mr. Honeywell stressed, as Mr. Teetor had done, the valuable assistance to 
Government rendered by WOC’s, industry consultants, industry advisory com- 
mittees, and industry advisory councils. Industry’s continued advice on mobili- 
zation preparedness programs is vital to the national security. And industry’s 
views and recommendations will be carefully considered in connection with poli- 
cies and programs relating to services to industry. 


ACTIVITIES AND PROPOSED PROGRAM OF THE CHEMICAL AND RUBBER DIVISION 


Mr. Hathaway briefly outlined present activities and a proposed program of 
business services for the Chemical and Rubber Division. He pointed out that 
the staff of the Division now totals 32, as compared with about 458 a year 
ago. 

The Division is still processing some tax-amortization certificates and is 
bringing that program up to date; it is also resurveying chemical-expansion goals 
to determine adequacy of production capacities. 

The proposed program for general services to the chemical and rubber indus- 
tries includes the following four points: 

(1) Service as the “listening post” for the chemical and rubber industries and 
represent the views of industry to other Government departments and agencies. 

(2) Collect, interpret, and disseminate (to the extent consistent with national 
security considerations) statistical data on end-use patterns and production 
eapacities for basic industrial chemicals. (This service is described below under 
a separate heading. ) 

(3) Collect, interpret, and disseminate information on foreign production 
of chemicals and rubber, production capacities of facilities in foreign countries, 
markets for foreign production, ete. Mr. Hathaway noted that not much infor- 
mation of this type is now available, but he indicated that efforts will be made 
to obtain the information and to make it available to the domestic industry. 
Committee members concurred that this information would be very useful; 
they urged that the Division undertake this project as soon as possible. 

(4) Miscellaneous services. This would include handling of inquiries on 
chemical problems, Mr. Hathaway explained. 

With present limited personnel and funds, it is important, Mr. Hathaway 
believed, that the Division proceed slowly in undertaking general services to 
industry. It is also important that only those projects be undertaken which 
industry itself considers as worth while. 
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POSTATTACK PROGRAM 


Committee members were supplied with mimeographed copies (in draft form) 
of Emergency and Disaster Planning for Chemical and Allied Industries devel- 
oped by the task group, in cooperation with the Chemical Division of NPA, which 
had been appointed in accordance with the recommendation of the Chemical 
IAC at its February 12, 1953, meeting. Both Mr. Hathaway and Mr. H. R. 
Gaetz (consultant, Chemical and Rubber Division, BDSA) commended the task 
group for the excellent job. 

Mr. Gaetz explained that the draft had been submitted to the American Chem- 
ical Society for editing and that the material will (within the next 30 or 60 
days) be published as an illustrated booklet, in printed form, by the Govern- 
ment Printing Office. The booklet will include a list of acknowledgments and 
will be available for distribution in the usual way. The first printing will 
consist of 5,000 copies, but the Government Printing Office will keep stocks on 
hand as may be needed to fill demands. 

The plan as developed should be especially valuable to small plants. Most of 
the large companies have safety programs to be followed in the event of fires, 
explosions, or other types of emergencies. It represents a realistic approach to 
measures which any company or plant can and should adopt. The suggestions 
are based on experience of American industry in dealing with so-called normal 
peacetime disasters and on the experience of British and German plants during 
the bombings of World War II. 

Mr. Hathaway expressed the opinion that unrestricted dissemination of the 
booklet will in no way jeopardize the national security. However, clearances 
with the Department of Defense and other interested agencies will be obtained 
prior to publication. 

Committee members concurred that wide publicity should be given to the 
plan. They suggested that the Department use the facilities of the Manufac- 
turing Chemists Association and other trade associations for assuring that the 
information is widely disseminated. The plan as presented represents good 
management practice and is readily adaptable to all chemical and allied produc- 
tion facilities. 

Mr. Gaetz pointed out that the approach of the Rubber IAC and the Rubber 
Division of NPA on the problem of post-attack planning had been somewhat 
different from that on chemicals. On rubber, end products considered critical 
to full mobilization were reviewed and a survey was made on the location and 
distribution of facilities producing these critical items, This was done as a basis 
for the formation of definite plans designed to improve assurance of continued 
production in the event of loss of capacity in congested locations. The Rubber 
Branch of the Chemical and Rubber Division is now disseminating the joint 
findings and is ready to work with the rubber industry on plans for lowering its 
vulnerability in the event of attack. 

Mr. Gaetz displayed a chart which he had prepared to show the relationships 
of the various Government agencies (National Security Council, Office of Defense 
Mobilization, Department of Defense, Federal Civil Defense Administration, 
Industrial Defense Committee, Facilities Protection Board, and the Department 
of Commerce with its Industry Evaluation Board, BDSA, and the 25 industry 
divisions of BDSA). He reviewed very briefly the activities of those agencies 
with which he was familiar. 

The functions of the Department of Defense which relate to preparedness in 
nonmilitary industrial operations include the establishing of military require- 
ments for industrial production and the designating of highly rated (or key) 
products necessary to the defense of our country, and it plans to undertake the 
defense of plants producing such key products. 

The Office of Defense Mobilization carries the responsibility for the whole job 
of industrial preparedness. It is authorized by the President to delegate por- 
tions of its authority to such other Government agencies as are appropriate. 

The Industrial Defense Committee, within ODM, develops and executes plans 
for the continuity of essential production, which includes such considerations as 
dispersal of concentrated facilities, alternate sources of supply of critical mate- 
rials, ete. 

The Facilities Protection Board concerns itself with the physical security of 
plants producing essential materials. It develops plans to promote disaster 
plans, protective construction of important plants, standards for the protective 
measures adopted by important plants. and the appraisal of the protective 
measures taken. 
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It is through the Department of Commerce that the contacts with industry 
flow in connection with the above-mentioned functions of other agencies. This 
flow of contacts is centered within the 25 industry divisions of BDSA, and it is 
through these divisions, of which we are one, that Government proposes to work 
with industry to develop the plans, set the standards, and accomplish the fact 
of industrial preparedness. 

Within the Department of Commerce is the Industry Evaluation Board (IEB), 
containing representatives from the Department of Defense, the Facilities Pro- 
tection Board of the Office of Defense Mobilization, and perhaps others. IEB 
establishes the ratings, in the order of their importance, not only of the essen- 
tial materials but also of the producing plants. The products (and plants) 
rated by IEB are those of a lower order of necessity than the key items as 
determined by the Department of Defense. 

It was noted that the subject of the postattack discussion at this meeting 
was limited to preparedness matters connected with those products considered 
to be of a lower order of necessity to national preparedness than the key prod- 
ucts. The measures required to protect and assure the continued production 
of key materials are matters of contractual agreement between the supplier and 
the Government and are the concern of the Department of Defense. 

Mr. Gaetz reported that ODM will soon publish a guidebook on industrial 
defense. This guidebook will tie in with the work of BDSA, which is con- 
sidered the focal point in Government for industry. It will contain a valuable 
bibliography of material published by private industry groups, associations, 
and Government. 

Mr. Hathaway pointed out that industry’s views on various phases of the 
postattack program will be helpful in dealing with the various Government 
agencies working on the problem, Inasmuch as BDSA and its various industry 
divisions will serve as the direct representative of industries and will work 
directly with the industries in developing workable plans, Mr. Hathaway asked 
for the commttee’s views on three questions which had been transmitted to them 
by letter dated December 2, 1953. 

1. How best to evaluate the importance to the national security of the prod- 
ucts and their producing facilities; and how best to rate these facilities in the 
order of their importance. 

2. How far should Government go within industry’s plants and organizations 
to assure preparedness. 

3. The extent to which industry might be prepared to go: 

(a) For the protection of investments ; 

(b) Toward dispersal of concentrated facilities; and 

(c) Toward transposition of the customers supplied in the event that 
attack disrupts normal sales distributions. 

In the discussion on the first item, the committee members stressed the im- 
portance of consultation with various segments of the industry in establishing 
ratings on products and on facilities. Several members felt that ratings on the 
products should be established before any attempt is made to rate the individual 
production facilities. It was the consensus of the group, as was brought out in 
the discussion on the work of the Department of Defense and the Industry 
Evaluation Board, that for security reasons a proprietor or manager of a given 
plant should not know just what rating was given to his plant. At the same 
time, it was the opinion of the group that a sound rating could not be determined 
without thorough consideration of such factors as substitute materials, sub- 
stitute equipment and locations, and the flexibilities and alternatives inherent 
in chemical plants and in the chemical industry generally. It was felt that this 
type of detailed know-how is not necessarily available within Government and 
could probably be obtained only from the pertinent industrial establishments 
themselves. 

In discussing the second point, committee members expressed the view that 
management, not Government, is responsible for assuring preparedness. Gov- 
ernment should work with industry through consultation, as mentioned, and 
should supply information which will be of assistance. Members doubted that 
Government inspectors would be qualified to determine whether individual 
chemical plants are, or are not, prepared. 

The discussion on the third point pointed up the fact that industry in general 
will, if properly altered and informed, take basic measures to protect its in- 
vestments and personnel to the extent that they are economically feasible. For 
example, most plant managers will give serious consideration to specific measures 
covered in the report of the task group on Emergency and Disaster Planning for 
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Chemical and Allied Industries; they will recognize that the suggestions will 
“pay off” in the event of any type of emergency or disaster; and, because costs 
of implementing practical safety programs are not prohibitive in view of the 
obvious benefits to be derived even in so-called normal disasters, will undoubtedly 
take definite action to adapt the proposed measures to their own operations. 
Members doubted that individual plant managers would go farther than adopting 
basie safety plans unless there are indications that all-out war is imminent. 

In this connection, Mr. Hathaway pointed out that ODM has established pro- 
visions for granting rapid tax amortization benefits on capital investments for 
protective construction. 

Committee members doubted that consideration would be given to relocation 
of existing facilities but concurred that any company would give careful con- 
sideration to the matter of vulnerability to attack in deciding upon locations for 
new facilities. 

Committee members foresaw no difficulties on the matter of the transportation 
of customers. They pointed out that this is considered as fairly normal practice 
within the industry ; when one plant is shutdown because of fire or other disaster, 
other companies and plants producing the same chemical supply the material 
needed to fill customers’ orders of the plant that is shutdown. 

Mr. Hathaway thanked the committee members for their views on these im- 
portant matters. The information will be very helpful in discussions with other 
agencies and will serve to eliminate duplication of work and to minimize possible 
discrepancies and contradictions in instructions issued by the various agencies 
of Government. He indicated that the Division may soon begin working with 
various segments of the chemical industry on specific plans covering the basic 
industrial chemicals. Such plans would probably be classified for reasons of 
national security and would not be given wide and unrestricted publicity. 


DISTRIBUTION STUDIES AND END-USE PATTERNS 


One of the business services proposed for the Chemical and Rubber Division 
relates to the compilation, interpretation, and distribution of statistical data 
on end-use patterns and production capacities for basic industrial chemicals. 
Mr. Hathaway emphasized that the collection of this data is vitally important 
to the defense and mobilization-preparedness activities of the Division. He said 
that, if possible, the submission of the statistics by industry would be on a volun- 
tary, not a mandatory, basis. He believed most of the producers of chemicals 
would willingly cooperate by supplying this information. He believed also that 
industry itself would benefit from the publication, without disclosure of individual 
company data, of summaries of such historic use distribution. 

Committee meribers were supplied with copies of a proposed questionnaire 
form for benzene with accompanying instructions to be followed in compiling 
the basic data; a statement of criteria for publication of distribution and 
capacity information and rules governing the use of these data within BDSA; 
a list of chemicals on which distribution and capacity studies are needed because 
(a) mobilization demands would increase or (b) cutbacks can be effected during 
full mobilization in less essential uses; and a statement on the usefulness to 
BDSA of capacity and distribution information. 

Committee members concurred that distribution of statistics, as proposed, 
would be highly beneficial to industries. With respect to the criteria to be 
followed, several members expressed the opinion that publication should be 
limited to those commodities which are manufactured by at least 5 (rather than 
3) companies and where the production of 1 or 2 of the companies does not 
represent the major portion (50 percent) of the published figure. 

Mr. Hathaway pointed out that WOC’s in the Division would not have access 
to individual company data. Regular Government career employees would be 
subject to the same penalties for misuse of the data as are the employees of 
the Bureau of the Census. 

In reply to questions, Mr. Hathaway stated that the Division contemplates 
publication on an annual basis. Members pointed out that, to be most useful, 
publication should be on a quarterly basis. 

Members also pointed out that producers would, in many instances, be unable 
to supply statistical data on end use. For example, a producer of benzene could 
not estimate the quantities used for various chemicals by such companies as 
Monsanto or Dow Chemical. Accurate information on end use could be fur- 
nished only by the company consuming the benzene. Mr. Hathaway indicated 
that, in such cases, the Division might ask the consuming companies to supply 
the information on a voluntary basis. 
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In reply to questions, Mr. Hathaway explained that commodities covered on 
the list were determined strictly from the standpoint of defense and mobilization 
value. No attempt would be made to obtain statistical data on materials which 
are not essential to the defense effort. Members voiced the opinion that pub- 
lication of statistical data on nonessential chemicals would also be very helpful 
to industry; one member referred specifically to the report on plastics, which, 
he said, had been very helpful. Mr. Hathaway indicated that consideration 
might be given to publishing end-use statistics on less essential commodities 
when and if funds and personnel are available; for the balance of the present 
fiscal year, the Division cannot undertake programs or projects which are not 
tied in with the defense and full-mobilization responsibilities. One member 
of the committee pointed out that acetic acid appears on the list but that acid 
aldehyde, which is used for the production of acetic acid and many other basic 
and strategic chemicals, is not included. Mr. Hathaway recognized that the 
list may require revision from time to time. 


STATUS OF THE DISPOSAL PROGRAM FOR SYNTHETIC RUBBER FACILITIES 


Mr. Everett G. Holt (Assistant Director for Rubber, Chemical, and Rubber 
Division, BDSA) presented a report setting forth the factors which led initially 
to Government production of synthetic rubber; an explanation of the Govern- 
ment’s disposal policy and disposal activities; a review of facilities still to be 
disposed of under Public Law 205 (the Disposal Act) ; and a brief statement on 
the outlook for future demand for synthetic rubber and other factors having a 
bearing upon the prospects of success for the disposal program. 

Factors responsible for Government production of synthetic rubber.—Prior to 
the attack on Pearl Harbor, Mr. Holt explained, privately owned industry facil- 
ities for the production of synthetic rubber were very limited. Du Pont was 
producing neoprene commercially; Thiokol Corp. was marketing polysulphide 
rubber; Standard Oil was in the experimental stage with butyl; and the leading 
rubber manufacturers had very small pilot plants experimenting with the pro- 
duction of butadiene rubbers. 

The Pearl Harbor disaster, and the resulting elimination of further natural 
rubber supplies from Southeast Asia, made it imperative that synthetic rubber 
be produced on a scale that only the Government could risk financing. Nobody 
knew whether the program would be successful, the length of time the synthetic 
would be needed, or the price at which the synthetic rubber would have to be 
sold to cover production costs. To prevent duplication and wasted effort, the 
program had to be comprehensive and embrace all important types of chemical 
rubber. Consequently, the Government took over Du Pont’s neoprene facilities 
and got the companies which had been working on the production of synthetic 
rubbers to pool their know-how and technical skills under Government auspices. 

Mr. Holt noted that production of synthetic rubbers in foreign countries has 
customarily been Government financed. This was true of the Russian SK 
rubbers, from about 1932; for German buna—N and buna-S rubbers, starting 
about 1934; and for Canada, starting in 1948. The German industry is now 
inconsequential; the Russian and Canadian industries remain government 
monopolies although there are rumors that Canada will dispose of its facilities, 
Mr. Holt added. 

Mr. Holt described the United States program as very successful. It produced 
the rubber that was needed. By the end of 1945, the annual capacity for the 
production of GR-S was in excess of 700,000 long tons, and the production capa- 
cities for butyl and neoprene were approximately 70,000 long tons each, per year. 

Review of Government disposal policy and activities—Government policy with 
respect to disposal of the Government-owned facilities was first broached offici- 
ally in the March 8, 1946, report of the Inter-Agency Policy Committee on Rub- 
ber, which stated that private ownership should be a major long-term objective, 
and that this would be an important contribution to research and development. 
This Committee was in existence from August of 1945 to early 1947; during the 
period there was a substantial disposal of synthetic rubber facilities. Prior 
to April 1, 1947, 3 styrene plants, 3 small plants producing butadiene from petro- 
leum, and certain other properties, with an aggregate invested value of $74,- 
955,000, were sold for an aggregate purchase price of $33,744,000. The styrene 
plants and the Louisville copolymer plant sold to B. F. Goodrich Co. in this 
period were disposed of subject to contractual restrictions on the use of products. 

Effective April 1, 1947, Public Law 24 of the 80th Congress extended the War 
Powers Act with respect to rubber controls for 1 year and banned sales of plants, 
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except specified surplus and certain other properties, during that year. In 
effect, the law blessed the sales already made as in line with policy, and under 
that law another sale was made in June of 1947. The Carbon & Carbide Chemi- 
cal Corp. purchased facilities for alcohol butadiene and for styrene at Institute, 
W. Va., with an invested value of $47,483,000, at a price of $9,350,000. Although 
the neoprene facilities were among the excepted properties under Public Law 24, 
they were not then disposed of. 

The Rubber Act of 1948, effective April 1, declared that it is “the policy of 
the Congress that the security interests of the United States can and will best 
be served by the development within the United States of a free, competitive 
synthetic-rubber industry.” This law called for Government maintenance of a 
specific annual capacity for production of GR-S and butyl, provided for reports 
to Congress from the Reconstruction Finance Corporation and the Pretsident 
which “shall recommend legislation with respect to disposal” of this base capac- 
ity, and permitted (subject to contractual restrictions) the sale or lease of 
facilities not required to maintain the capacity minimums. This act, through 
subsequent amendments, remains in force today. Under its terms, the Louis- 
ville neoprene facilities were sold to Du Pont in January of 1949 and, in all, 
facilities with an invested value of $42,805,000 were sold for $14,226,000 before 
the end of 1949. That left in Government hands only the butyl, GR-S, and 
butadiene facilities, and one styrene plant. Sales of synthetic-rubber facilities by 
previous administrations have realized an average of 34.7 cents on the invested 
dollar at time of sale; sales of styrene facilities alone realized 56 percent. And 
it must be remembered that the sales value then was reduced by contractual 
restrictions on use, and that many of the sales were of the less efficient items, 
units, and properties. 

The RFC on April 1, 1949, submitted its report (called for in the Rubber Act) 
with respect to the development of a disposal program. On January 14, 1950, the 
President submitted his recommendations for disposal, stating: “The President 
should be authorized to dispose of the synthetic-rubber facilities to private 
owners, under conditions which will protect the national security and promote 
effective competition.” 

In view of the increasing international tension at the time, Congress thought 
it best to retain Government ownership and on March 31, 1950, merely extended 
the Rubber Act of 1948 for 27 months. At the time, opinion was divided on 
whether butyl could prosper in free competition with natural rubber, and there 
was even more doubt whether GR-S could compete with natural rubber in a 
free market. 

Properties still to be disposed of.—Mr. Holt pointed out that the capacity for 
the production of GR-S was expanded during 1950-52 to 860,000 tons. In addi- 
tion to these facilities, the Government has for disposal the 2 butyl plants, with 
maximum annual capacity of 90,000 long tons; 8 petroleum butadiene plants with 
a capacity of approximately 539,000 short tons; and a 57,000-ton styrene plant 
as chief items. 

Beginning November 18, the three-man Disposal Commission appointed by the 
President has been advertising the properties for sale. The press release issued 
by the Commission states that bids will be received from November 25, 1953, 
through May 27, 1954. 

Prospects for disposal by March 31, 1955.—Mr. Holt then reviewed broad 
grounds for believing that the disposal will be accomplished despite the hamper- 
ing provisions of Public Law 205. 

First, the world rubber supply-demand situation is such that a normal average 
annual demand for at least 450,000 tons of GR-—S and 70,000 tons of butyl is 
generally foreseen for the near future. 'The consensus is that the demand for 
chemical rubber will increase as time passes, as world rubber consumption will 
increase while world production of natural rubber is expected to increase, if at 
all, to a lesser extent. 

Second, countries consuming rubber outside the United States will find it 
difficult to finance large imports of chemical rubber from Canada and the United 
States. In the case of several important countries, their ties with the regions 
which produce natural rubber are such as to constitute a political barrier to 
their large use of or production of synthetic rubber. Consequently, as a result 
of their rising consumption of rubber, they will presumably take a larger part of 
the world output of natural rubber as the years pass. 

Third, statistics show that United States consumption of new rubber has in- 
creased at an average annual rate of 4.9 percent during the past 30 years, and 
the outlook for future long-term growth is excellent. It is probable that future 
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growth will have to be supplied more by chemical rubber than by natural rubber. 

Fourth, the Government does want to sell the plants as a matter of principle. 
it is anxious to get out of rubber production because of the representations from 
foreign nations that the Government monopoly in production of GR-S and butyl 
results in unfair competition for their producers of natural rubber. Mr. Holt 
added that, in his opinion, these claims would probably not cease even if owner- 
ship is transferred to private industry. , 

And, lastly, Mr. Holt expressed the opinion that members of the United States 
rubber industry are tired of having the Government in the rubber business and 
fully alert to the dangers of continued and increasing Government intervention 
in their affairs. This, Mr. Holt emphasized, represents a major basis for be- 
lieving that the disposal program will be accomplished. He pointed out that the 
opportunity, if it passes without success, may not come again. 

Because of limited time, there was no discussion of Mr. Holt’s report. 


SMALL BUSINESS PROBLEMS 


Mr. Hathaway stated that the personnel of the Division spend approximately 
50 percent of their time on handling inquiries from small companies and on other 
types of work in connection with small-business problems on chemicals and 
rubber. 

Committee members had no small-business problems to present for discussion. 


OTHER DISCUSSION 


Tares, tariffs, labor relations, and other general industry problems.—Mr. 
Teetor emphasized that he is very much interested in obtaining the committee’s 
views and recommendations on such broad matters as taxes, tariffs, labor rela- 
tions, ete. Committee members indicated that they would be very much inter- 
ested in discussing these subjects at a future meeting. They indicated that the 
matter of tariffs is vitally important to the survival of the domestic industry. It 
was suggested that arrangements be made to have representatives of the Depart- 
ment of State, Internal Revenue, Tariff Commission, Department of Agriculture, 
Department of the Interior, and other agencies present at the next meeting, at 
which such broad general problems will be discussed. 

Proposed enlargement of the committee.—Mr. Teetor also brought up the ques- 
tion of enlarging the committee by the addition of more representatives from 
small business and also the inclusion of representatives of the more important 
trade associations. Members favored the suggestion that representatives of the 
Manugacturing Chemists Association and the Rubber Manufacturers Association 
be added to the present membership. They also approved the suggestion that 
Mr. Walter Murphy (editor of Chemical and Engineering News and Industrial 
and Engineering Chemistry—both put out by the American Chemical Society) 
and Mr. Signey Kirkpatrick (editor of Chemical Engineering) be added to the 
committee. 

One member pointed out that, in his opinion, the rubber industry is not ade- 
quately represented on the committee; he urged that representatives of more 
rubber companies be added to the committee. 


DATE OF NEXT MEETING 
It was the consensus of the group that another meeting should be held in Jan- 
uary for the purpose of discussing primarily such broad matters as tariffs, taxes, 
labor relations, etc. 
DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


WASHINGTON, D. C. 


MINUTES—MEETING OF STEEL Propucts INDUSTRY ADVISORY COMMITTEE, 
DECEMBER 16, 1953 


Kenneth J. Burns, Iron and Steel Division, Government presiding officer 


Industry advisory committees are representative groups formed for the purpose 
of furnishing advice and information to the Business and Defense Services 
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Administration on matters furthering the defense effort. No actions are taken 
or decisions made in these meetings since they are solely for advisory purposes. 
Suggested subjects for consideration at future meetings may be sent to the 
Government presiding officer. 


COMMITTEE MEMBERS 


*Allen B. Wilson, Acme Steel Co., Chicago, U1. 

P. L. Francis, Alan Wood Steel Co., Conshohocken, Pa. 

Russel M. Allen, Allegheny-Ludlum Steel Corp., Pittsburgh, Pa. 
*Logan T. Johnston, Armco Steel Corp., Middletown, Ohio. 

H. B. Johnson, Atlantic Steel Co., Atlanta, Ga. 

*EKdward A. Livingstone, The Babcock & Wilcox Tube Co., Beaver Falls, Pa. 
J. V. Honeycutt, Bethlehem Steel Co., Bethlehem, Pa. 

*Clyde Llewelyn, Bliss & Laughlin, Inc., Harvey, Il. 

F. S. Jones, The Colorado Fuel & Iron Corp., Denver, Colo. 

*E. P. Severns, Continental Steel Corp., Kokomo, Ind. 

*Ray E. Christie, Crucible Steel Company of America, New York, N. Y. 
*James L. Hamilton, Jr., Granite City Steel Co., Granite City, II. 
*John F. Smith, Jr., Inland Steel Co., Chicago, IIL. 

*A, J. Hazlett, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 

*C. F. Borden, Kaiser Steel Corp., Oakland, Calif. 

*J. Frederic Wiese, Lukens Steel Co., Coatesville, Pa. 

D. V. Sawhill, Mercer Tube & Manufacturing Co., Sharon, Pa. 

*J. A. Henry, National Steel Corp., Pittsburgh, Pa. 

*G. W. Bulmer, Northwestern Steel & Wire Co., Sterling, IL. 

*A. R. Maxwell, Jr., Pittsburgh Steel Co., Pittsburgh, Pa. 

*Norman W. Foy, Republic Steel Corp., Cleveland, Ohio. 

*D. B. Carson, Sharon Steel Corp., Sharon, Pa. 

*J. W. Anderson, Sheffield Steel Corp., Kansas City, Mo. 

*David F. Austin, United States Steel Corp., Pittsburgh, Pa. 

Nate C. Reed, Wheeling Steel Corp., Wheeling, W. Va. 

*W. E. Watson, The Youngstown Sheet & Tube Co., Youngstown, Ohio. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


J. F. Land, Alan Wood Steel Co., Conshohocken, Pa. 

W. J. Stephens, Bethlehem Steel Co., Bethlehem, Pa. 

Howard J. Davis, The Colorado Fuel & Iron Corp., Claymont, Del. 
Leslie Irvine, Wheeling Steel Corp., Wheeling, W. Va. 

E. F. Clark, Weirton Steel Co., Weirton, W. Va. 

William Kerber, Hanna Furnace Corp., Detroit, Mich. 

William P. Carlin, Republic Steel Corp., Cleveland, Ohio. 

N. L. Fimple, Bethlehem Steel Co., Bethlehem, Pa. 


MEMBERS OF STEEL TASK GROUP ON MOBILIZATION CONTROLS 
(All present at meeting) 


W. J. Stephens, Bethlehem Steel Co. 

Clarence Holmberg, Inland Steel Co. 

Herbert Johnson, Jones & Laughlin Steel Corp. 
Richard F. Sentner, United States Steel Corp. 
A. C. Childs, Weirton Steel Co. 


MEMBERS OF STEEL TASK GROUP ON POSTATTACK 
(All present at meeting) 


W. P. Hill, Bethlehem Steel Co. 

Arthur Lehr, Bliss & Laughlin, Inc. 

W. P. Getty, Jones & Laughlin Steel Corp. 
George McMeans, Kaiser Steel Corp. 
William S. Wilbraham, Lukens Steel Co. 
BE. R. Johnson, Republic Steel Corp. 

A. M. Tredwell, Jr., Sharon Steel Corp. 

J. E. Lose, United States Steel Corp. 


* Present at meeting. 
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GOVERNMENT ATTENDANCE 


Department of Commerce: 
Sinclair Weeks, Secretary of Commerce 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
Marshall M. Smith, Deputy Assistant Secretary for International Affairs 
John C. Borton, Bureau of Foreign Commerce 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator 
H. J. Wallace, Assistant Administrator 
ee C. Truppner, Adviser on Materials, Allocations and Production 
Jontrols 
William M. Martin, Industry Advisory Committee Staff 
Richard Blaisdell, Public Information Office 
Paul Jordan, Public Information Office 
Burt W. Roper, Office of the General Counsel 
B. S. Chapple, consultant to the Administrator 
Rose Robbins, summary writer 
Iron and Steel Division : 
Charles Halecomb, H. M. Ridlon, C. L. Kent, P. E. Floyd, J. E. 
Sweeney, George Lovell, J. P. DeHetre, M. T. Barry, Bradley 
Evans, J. A. Claussen 
Other agencies : 
Col. Ted Enter, Office of Defense Mobilization 
Thomas Curtis, Office of Defense Mobilization 
Dr. Arthur 8S. Flemming, Office of Defense Mobilization 
Gen. Willard S. Paul, Office of Defense Mobilization 
Bradford Baker, Department of Defense 
W. H. Shahan, Small Business Administration 


PURPOSE OF THE MEETING 


The Steel Products Industry Advisory Committee met on December 16, 1953, 
to discuss: (1) developments since the last meeting, (2) export of steel scrap, 
(3) the report and recommendations of the Steel Task Group on Decontrol, (4) 
WOC personnel for manning the Iron and Steel Division, (5) pre- and post: 
attack planning, and (6) other matters of interest to the industry. 

Mr. Kenneth J. Burns (Director, Iron and Steel Division, BDSA) was the 
Government presiding officer. 


OPENING REMARKS 


The meeting was opened by Mr. William M. Martin (Industry Advisory Com- 
mittee Staff, BDSA), who commented briefly on the rules governing the conduct 
of industry advisory committee meetings. He also introduced the alternates 
who were attending the meeting for regular members and announced that three 
members were unable to attend or to be represented by alternates. 


COMMENTS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


After welcoming the committee, Mr. Weeks spoke on the role of the Business 
and Defense Services Administration. Although the functions of the agency 
are manifold, one of its principal responsibilities, Mr. Weeks said, is the formula- 
tion of a mobilization preparedness program which encompasses such matters as 
long-range planning for national security, pre- and post-attack planning, stock- 
piling, ete. While he voiced the fervent hope that the necessity for effectuating 
the plan would never arise, he emphasized the importance of maintaining the 
country in a state of readiness. 

In addition to defense activities, BDSA’s aim is to direct its efforts toward 
maintaining a satisfactory economic level in the country. Industry’s advice 
will be sought and will furnish a basis for the formulation of policy to accom- 
plish this purpose, Mr. Weeks emphasized, adding that the Commerce Depart- 
ment will listen with an open mind to such ideas as industry wishes to advance. 


COMMENTS BY ASSISTANT SECRETARY OF COMMERCE LOTHAIR TEETOR 


In order to effectively serve business and industry, the Department of Com- 
merce must be fully apprised of their views not only with respect to pro- 
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duction problems of each individual segment, but on matters such as legislation, 
taxes, labor relations, etc. 

Mr. Teetor urged that industry consider BDSA as a listening post and sound- 
ing board for bringing to the direct attention of the Department business in- 
formation and business opinion on vital matters of mutual interest to Gov- 
ernment and industry. 

To make the communication of ideas and views possible, there has heen estab- 
lished a system of industry conferences to supplement consultation with industry 
advisory committees. For a good cross-section of opinion, invitees to such con- 
ferences will be drawn from large, medium, and small business, trade publica- 
tions, and trade associations. Mr. Teetor envisioned groups of from 25 to 30 
people who would concern themselves primarily with other than defense matters. 
Conferences already held have been well attended and very satisfying to both the 
Government and the industries concerned. Pians for such a conference will 
soon be presented to the steel industry. 


COMMENTS BY BDSA ADMINISTRATOR CHARLES F. HONEYWELL 


In describing the responsibilities and functions of BDSA, Mr. Honeywell ex- 
plained that the agency was launched officially on October 1, 1953. The defense 
functions of BDSA pertain to the administration of the Defense Materials System 
and to the performance of related activities, such as the issuance of directives 
in support of military and atomic energy programs. Another function is the 
formulation of the mobilization preparedness program, dealing principally with 
such matters as expansion goals, stockpiling, preattack and p>stattack planning 
and industry evaluation. 

Whereas at its peak NPA, predecessor agency of BDSA, had 4,700 employees, 
Mr. Honeywell explained that ensuing budget cuts left only a staff of 350 to be 
carried over into BDSA. Because both staff and funds are limited, efforts will 
be concentrated on defense activities. To the extent possible with limited funds 
and staff, business services, as outlined by Mr. Teetor, will be developed. As 
more funds and personnel become available, these will be expanded. 

Mr. Fieoneywell thanked the steel industry for the high-caliber personnel which 
it has made available to BDSA on a WOC (without compensation) basis. The 
presence of such men, with their excellent industry backgrounds, does much to 
strengthen the position of the Department in its relations with other Govern- 
ment agencies. Mr. Honeywell hoped that BUSA may continue to have that 
type of support. 

Emphasizing the importance of having a large reserve of personnel who could 
be called back into the Government on a WOC basis in event of a future emer- 
gency, Mr. Honeywell revealed that the Government now has a roster of some 
1,200 men who have served either in WPB or NPA. These men are qualified to 
represent their industries and are also acquainted with Government operations 
and problems. It is important, therefore, Mr. Honeywell concluded, that industry 
continue to supply qualified men for Government service in the interest of na- 
tional security as well as in the interest of assuring the most efficient service to 
industry. 


DEVELOPMENTS SINCE THE LAST MEETING (SEPTEMBER 15, 1953) 


Mr. Charles L. Kent (Iron and Steel Division, BDSA) reported as follows: 

Since the last meeting of this committee, the general easing of steel mill 
products availability has been reflected in decreased activity concerning re- 
quests for assistance. During the past 3 months, of the 51 cases referred to the 
product branches only 10 cases (20 percent of the total) required directive action. 
That limited activity was confined entirely to the Department of Defense and 
AEC. No cases were received from civilian consumers for assistance during that 
period. 

Production directives to cover stated requirements for Department of Defense 
and AEC were issued in the fourth quarter representing a total monthly set-aside 
for all products in the amount of 990,000 tons spread over 205 producers. Because 
of reduced stated requirements for the first quarter 1954, the total monthly set- 
asides were lowered to 829,000 tons spread over 201 producers. As recommended 
by the task group on decontrol, the principle of retaining a minimum set-aside 
figure for all controlled steel mill products, equivalent to 5 percent of the base 
tonnage, was maintained for the first quarter with the exception of carbon ingots, 
which were reduced to a 1 percent set-aside figure. 


67271—56—pt. 3-54 
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Records show that the actual order placements against the fourth-quarter set- 
asides were somewhat less than 50 percent, reflecting sharp cutbacks and stretch- 
outs in procurement programs. Evidence of this continuing trend is reflected by 
changes in the shell steel and cartridge case programs. 

Shell steel set-asides for the fourth quarter amounted to about 170,000 tons 
per month, against which only 97,000 tons (57 percent) of orders were actually 
placed. Based on the stated requirements submited early in October, the first- 
quarter production directives were set at a total of 145,000 tons per month. For 
that period, the latest available information, as of December 7, indicates actual 
order placement of only 91,000 tons per month, or 63 percent of the directed 
tonnage. 

A somewhat similar situation prevails in the cartridge case program. Orders 
were placed to the amount of 17,000 tons per month, or 64 percent of the produc- 
tion directive tonnage of 26,500 tons per month, in the fourth quarter. For the 
stated requirements in the first quarter of 1954, production directives in the 
amount of 23,000 tons per month have been issued, and order placements of 17,000 
tons per month, or 74 percent of that figure, are now indicated. Based on pres- 
ent information, it is interesting to note that order placements for cartridge case 
steel in the first quarter are apparently being confined to three producers. 

With the revocation of NPA Order M-80, effective November 1, 1953, decontrol 
of nickel, columbium, and columbium-tantalum was accomplished in line with 
the recommendations of the decontrol task group. 

The Department of Defense and AEC requirements for nickel in the first quar- 
ter of 1954 are indicated to be about 10 percent below the fourth quarter of 
1953. However, due to stockpiling commitments, the remaining available supply 
will be less for the first quarter of 1954. The overall demand for nickel for the 
civilian economy continues to exceed the available supply. 

At present, ferroalloys are in sufficient supply to fully meet requirements for 
the Department of Defense, AEC, stockpiling programs, and the civilian economy. 

Vobilization base.—At the last meeting of the committee, Mr. Harold M. 
Ridlon (Iron and Steel Division, BDSA) recalled, reference was made to a 
study prepared by the task group of this committee, proposing a set of principles 
and procedures for estimating metals requirements in the event of war. This 
document was distributed to all committee members. Since the matter was last 
discussed, the Iron and Steel Division has had no active part in mobilization 
base work. Opinion in the Division was that, until some concept of military re- 
quirements under full mobilization was indicated, little could be done in the way 
of constructive planning. Such requirements have thus far not been made availa- 
ble although it is understood that some indication of their magnitude may be 
revealed soon after the first of the year. 

Mr. Ridlon mentioned two other subjects which have a general bearing on the 
mobilization effort. The first of these was the matter of expansion goals. Dur- 
ing the last 2 years, the Iron and Steel Division has recommended expansion 
goals on twenty-odd products ranging from pig iron to grain-oriented sheets. 
Nearly all of these goals have been filled, and most of them have now been 
closed out. The principal ones which remain open are those for wide-flange 
structural shapes, electrolytic tinplate, heavy plates, and grain-oriented sheets. 
Some of these are now very close to being filled. 

These expansion goals have been extremely helpful to the iron and steel indus- 
try in that they provided a basis for processing tax amortization certificates by 
means of which the steel industry could expand its capacity for the products 
covered by the goals. The steel industry has done a remarkable job in finding 
ways and means to take advantage of this rapid tax amortization opportunity, 
Mr. Ridlon observed. 

The other activity mentioned by Mr. Ridlon, which bears upon the general 
mobilization effort, is that conducted by the Industry Evaluation Board. This 
body, which consists of representatives of the Departments of Commerce and 
Defense, the Atomic Energy Commission, and others, was established in 1951 
for the purpose of identifying from among the several 100,000 products, services, 
and facilities in the national economy those relatively few which are essential 
to defense mobilization, war production, and a supporting civilian economy. 

It is the job of the Iron and Steel Division to identify for the Board those 
steel-mill products which are potentially the most critical under full mobilization 
or war conditions. As in mobilization base planning, this cannot be done satis- 
factorily in the absence of a statement of military requirements. Nevertheless, 
based on experience gained in World War II and the Korean war, certain prod- 
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ucts have been tentatively designated as potentially the most critical. Between 
now and the end of this fiscal year, these will be studied further and ultimately 
will be rated by the Industry Evaluation Board. Such ratings will be made 
available to other agencies, such as Federal Civil Defense and the Federal 
Bureau of Investigation, and will be taken into consideration in their planning 
for adequate protection of key facilities. 


STEEL SCRAP EXPORT 


The problem.—Scrap consumers in the foundry and steel-melting fields, includ- 
ing some members of this committee, have expressed the fear, Mr. Henry J. 
Wallace (Assistant Administrator, BDSA) revealed, that the current export 
policy on scrap will permit large quantities to flow out of the country, resulting 
in a duplication of conditions that prevailed in the 1930's. 

Background.—Last summer, members of the scrap industry pressed vigorously 
for an alteration in Commerce Department policy banning the export of iron and 
steel scrap, Mr. Wallace recalled. As a result of such pressures, industry ad- 
visory committee meetings of scrap consumers and scrap dealers were held on 
October 13, 1953, to discuss the matter. The scrap consumers opposed modifica- 
tion of the export ban on the ground that, on a long-range basis, steel mills cannot 
operate at capacity without encountering an eventual shortage of scrap. The 
scrap dealers, on the other hand, complained that continuation of the ban on 
scrap exports was highly discriminatory in the face of the policy of decontrol 
adopted by this administration as to all other products. 

After the matter was reviewed and considered at various levels in the Depart- 
ment, Mr. Wallace continued, it was submitted to the Secretary of Commerce 
for final decision. The announced decision was that, for the fourth quarter of 
1953, the export ban on iron and steel scrap would be lifted and that licenses 
would be granted freely. Criteria implementing this decision, however, were 
not simultaneously announced and this fact, Mr. Wallace believed, might have 
created some apprehension in the consuming industry. 

The implementing criteria represent a radical departure from those normally 
employed in connection with the granting of export licenses. In citing their 
stringency, Mr. Wallace explained that exporters of scrap are required to have 
import licenses from the country of destination; each application for a license 
to export must be accompanied by an affidavit certifying as to the grades, loca- 
tion, and tonnage of the scrap involved; applicants are required to present 
evidence that the material covered by the application is already available to them. 
Also, instead of the usual 6 months, licenses for scrap exports become invalid 
60 days after issuance. In addition, exporters must supply the Commerce 
Department with a copy of the shipping manifest on the day shipment is made. 
Thus, Mr. Wallace pointed out, although no quantitative limit had been placed 
on scrap exports during the fourth quarter of 1953, safeguards with respect to 
volume and destination of scrap exports had been established. 

To date, Mr. Wallace reported, approximately 93,000 tons of scrap have been 
licensed for export (11,000 tons of which were subsequently canceled because of 
a licensee’s failure to satisfy all requirements after he had obtained a license). 
About 75 percent of the scrap will be generated on the west coast and about 15 
percent in Louisiana and Texas. 

The scrap is destined almost entirely for Japan, with a small quantity going 
to Mexico, and would have moved anyway under former policy. 

Mr. John C. Borton (Bureau of Foreign Commerce, Department of Com- 
merce) reported that exporters are having difficulty in obtaining letters of 
credit and, because of this fact, he doubted that the full amount licensed would 
be shipped. 

Answering a question regarding the international situation on serap, Mr. 
Wallace said that according to State Department reports the European steel 
group expects to be self-sufficient insofar as scrap is concerned. This fact 
appears to be confirmed by the absence of license requests for this area during 
the fourth quarter. 

Future position of the Department of Commerce—The Deputy Assistant 
Secretary of Commerce for International Affairs, Marshall M. Smith, told the 
committee that the policy on scrap exports adopted for the fourth quarter of 
1953 is expected to be continued unless a change is justified. He noted that. 
while the conservation of scrap is important, conservation of scrap-collecting 
machinery is equally significant. Thus, unless scrap dealers located in less 
accessible parts of the country are allowed to export surplus accumulations, 
the scrap-collection machinery in those areas will deteriorate. 
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Discussion.—Views expressed by the committee members with respect to export 
policy varied. Several members supported the position adopted by the Secretary 
as the only logical stand that could be taken in a free economy. They urged 
extreme caution in administration of the program, however, pointing out the 
importance of maintaining the historic balance between scrap and ore. Scrap 
has been becoming increasingly scarce while the capacity of the industry. has 
been greatly expanded. Difficulties of obtaining scrap in times of national 
emergency were also recounted. 

One committee member explained that the aim of the steel-expansion program 
was to increase domestic production to a point where steel could be exported to 
foreign nations, Expansion was sponsored in the scrap industry, on the other 
hand, to support a high level of domestic steel activity. 

Commenting on Secretary Weeks’ remark regarding the unrestricted policy on 
export of steel products and the quantities being exported, a committee member 
pointed out that imports of steel products, the production of which was made 
possible by United States foreign-aid policy, are far in excess of American exports. 
The availability of scrap to foreign buyers would, he believed, stimulate even 
greater activity in this respect and might result in constant overbidding of 
domestic prices. Foreign goods, flooding American markets at prices lower 
than they can be sold domestically, will inevitably have a detrimental effect on 
American labor, the committee member emphasized. He believed that scrap 
can be stockpiled as a practical matter, and he suggested that this be done. He 
also proposed that licenses for succeeding quarters be limited to amounts actually 
shipped during the preceding quarter. 

Mr. Weeks assured the committee that every precaution is being taken to 
prevent a mass movement of scrap out of the country. He explained, however, 
that no mechanism exists for controlling the price for scrap that is permitted 
to move. 

Mr. Weeks further assured the committee that he wanted to do what is right 
for the defense economy, and he suggested that a committee be appointed from 
the industry to advise him on matters pertaining to scrap. 

After further discussion, the committee unanimously recommended that a 
task group be appointed, consisting of 3 scrap specialists from the Iron and Steel 
Institute and 1 member of this commitee, to constantly advise the Secretary of 
Commerce, through the Steel Products Industry Advisory Committee, on the 
matter of scrap exports. 


REPORT AND RECOMMENDATIONS OF THE TASK GROUP ON DECONTROL 


The committee heard the report of the Task Group on Decontrol with respect 
to modification of the defense materials system and related regulations. Copies 
of the report were distributed to the committee members. After a brief discus- 
sion, the committee adopted the report of the task group as submitted. 

Mr. Burns explained that, while past activities of the task group were 
primarily concerned with the elimination of controls, its work in the future 
would deal with standby mobilization controls. For this reason, he proposed 
that the name of the group be changed to “Steel Task Group on Mobilization 
Controls,” which is a more accurate description of its future activities. The 
committee unanimously concurred in Mr. Burns’ proposal. 


WOC PERSONNEL FOR MANNING THE IRON AND STEEL DIVISION 


A tentative chart of the organization of the Iron and Steel Division as it 
will appear about January 1, 1954, was distributed to the committee members. 
As the charts carried no official approval, Mr. Burns asked that they be returned 
to him at the close of the meeting. 

Mr. Burns called attention to the fact that the chart showed 9 full-time WOC’s 
in the following positions: 

Director 

Assistant Director 

Chief, Business Research and Analysis Branch 

Chief, Semifinished, Rail, Structural, Bar, Wire, and Forgings Branch 
Chief, Flat Rolled and Tubular Branch 

Chief, Stainless, High-Temperature Alloy and Tool Steel Branch 
Chief, Ferro Alloys Branch 

Analyst, Ferro Alloys 

Chief, Castings Branch 





WOC’S AND GOVERNMENT ADVISORY GROUPS 2037 


» 


The Assistant Director, who will rotate to the position of Director after 3 
months’ service, will also serve as chairman of the Production Directive Com- 
mittee whenever it is deemed necesary to hold Production Directive meetings 
with individual producing companies, Mr. Burns explained. 

The committee was also asked to note that the chart shows that many 
branches are backed up with consultants on call. At present, such personnel 
consist of one WAE and 12 WOC’s who will advise the division when called upon. 
Most of these consultants are in the nickel and facilities, raw materials, and 
refractories areas. 

The Deputy Director is Mr. Charles Halcomb, a per annum employee, who will 
supply a thread of continuity in the day-to-day operation of the division and 
advise incoming Directors on agency programs and policies and on Government 
methods and procedure. He will also serve as secretary of the Production Direc- 
tive Committee and provide continuity on problems confronting that com- 
mittee. 

Personnel are still leaving the division, Mr. Burns noted, due to the decontrol 
of nickel and further consolidation of functions. At the meeting of September 
1, 19538, this committee was advised that the division personnel would approxi- 
mate 55 per annum employees. As the division is still under pressure to bring 
about further reductions, it will have, as of January 1, 1954, or shortly there- 
after, only 42 or 48 per annum employees. This further reduction in per annum 
employees is the absolute minimum staff necessary to carry on the day-to-day 
workload and to furnish a nucleus for rapid expansion in case of emergency. 

Mr. Burns explained that the division is now manned with WOC personnel to 
June 1, 1954. The force of 22 WOC’s which were on duty as of September 1, 
1953, has been reduced to 9 in the proposed new organization. Replacements 
have been furnished for the WOC’s needed in the new organizational setup, 
but the fact remains that starting on January 1, the division will be operating 
with new personnel who have had little or no opportunity to become acquainted 
with their roles. 

The present WOC Chiefs of the Semifinished, Rail, Structural, Bar, Wire, and 
Forgings Branch and of the Stainless, High-Temperature Alloy and Tool Steel 
Branch are scheduled to leave on June 1, and the WOC Chiefs of the Flat Rolled 
and Tubular Branch and of the Business Research and Analysis Branch are 
scheduled to leave on June 30. Replacements for these persons as well as for 
the incoming rotating Assistant Director will be needed. 

Mr. Burns emphasized the desirability of staggering the terms of branch 
heads to avoid the exit of several chiefs at one time. He urged that planning 
start soon for necessary manpower rotation during the coming months. 

In response to requests, Mr. Burns promised to supply names of WOC per- 
sonnel and the terms of their appointments to committee members to assist them 
in their future recommendations. 


PREATTACK AND POSTATTACK PLANNING 


Comments by Dr. Arthur S. Flemming.—Mobilization Director Arthur S. Flem- 
ming addressed the meeting and emphasized the importance of the mobilization 
preparedness program. He outlined the role of the Office of Defense Mobilization 
in this connection and its responsibilities in coordinating all activities pertaining 
to nonmilitary defense. While he hoped that the need for a mobilization program 
might never arise, he explained that the duty of the Government is to present 
the facts to the American people. The Government has the further responsibility 
of exercising leadership in delineating courses of action to be taken to assure the 
country of the highest degree of safety, Dr. Flemming declared. 

The steel industry was highly praised by Dr. Flemming for its assistance to 
the Government in past emergencies and for its readiness to duplicate such 
performances. He welcomed suggestions by which the program could be further 
strengthened. 

Dr. Flemming also introduced Lt. Gen. Willard 8S. Paul, United States Army, 
(retired), who is serving as his Assistant for Nonmilitary Defense. 

Problems of continuing vital production under atomic attack.—After showing 
a film on the effects of the atomic bombs dropped on Hiroshima and Nagasaki 
during World War II, Col. Ted Enter (Office of Defense Mobilization) spoke on 
the problems of continuing vital production and services in the face of atomic 
attack. With the aid of a series of charts, he described some of the problems that 
would be encountered and certain measures which could be taken to minimize the 
damage. 
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Colonel Enter called attention to the changes in the general concept of war 
which have occurred since the development of atomic and other new types of 
weapons. He also pointed out that, whereas in the past there was time to convert 
from peacetime to wartime production, the country can now no longer assume 
immunity from attack in event of another war. With the knowledge that other 
nations have atomic weapons, and the capability of delivering them, and with the 
pattern of industrial concentration followed in the United States, it would be 
shortsighted indeed not to consider seriously the danger of attack. 

Contrasting the power of A-bombs with conventional types, Colonel Enter re- 
vealed that the first A-bomb used on Nagasaki represented the equivalent of 
4 freight trains of 100 cars each fully loaded with TNT. This one bomb destroyed 
an area of 5 square miles, with 75,000 people killed or missing. Comparable 
effects produced in a 3-day raid on Hamburg, Germany, during World War II, 
with conventional type bombs required the use of 2,100 airplanes to deliver 
7,000 tons of bombs. 

Considering that 75 percent of the Nation’s industrial capacity and 50 percent 
of its industrial workers are concentrated in 50 metropolitan areas, and with the 
level of interception of attacking aircraft estimated at 30 percent or more, a 
certain amount of damage must be anticipated, Colonel Enter said. By adequate 
planning, this can be minimized. 

Planning, Colonel Enter believed, can be segregated into the following three 
basic groups: 

I. Preventive measures—to reduce industrial attack damage; 

II. Supply measures—to offset nonpreventable attack damage; and 

III. Reconstruction measures—to speed up resumption of vital production. 
Certain of these measures can be taken immediately and others later. 

Decisions on the extent to which preattack and postattack measures will be 
taken lie, of course, with industry. ODM, on the other hand, is reviewing types of 
Federal aids and incentives to assist industry in its undertakings if this type of 
help is needed. 

Colonel Enter believed that making BDSA the focal point in Government for 
business is a most practical arrangement and will help greatly in coordination of 
programs for all industry. 

Formation of task group on preattack and postattack planning.—At the May 
meeting of the committee, Mr. Burns recalled, a recommendation was made for 
the formation of a task group to consider preattack and postattack planning 
problems. Because of the uncertainty as to the Division’s responsibility in that 
area, the group was not established. The matter was discussed again at the 
September meeting, and the committee affirmed its earlier recommendation. Sub- 
sequently, nominations were sought from the industry, and a task group was 
formed, comprised of the following persons who are in attendance at this meet- 
ing: 

W. P. Hill, Bethlehem Steel Co. 

Arthur Lehr, Bliss & Laughlin, Inc. 
George B. McMeans, Kaiser Steel Corp. 
W. P. Getty, Jones & Laughlin Steel Corp. 
William S. Wilbraham, Lukens Steel Co. 
E. R. Johnson, Republic Steel Corp. 

A. M. Tredwell, Jr., Sharon Steel Corp. 

J. E. Lose, United States Steel Corp. 

The task group will hold its first session at the conclusion of this meeting, 
Mr. Burns announced. 

NEXT MEETING 


No date was set for the next meeting. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D.C. 


MINUTES—MEETING OF IRON AND STEEL Scrap INDUSTRY ADVISORY COMMITTEE, 
OcTOBER 13, 1953 
H. J. Wallace, Assistant Administrator, Government presiding officer 


Industry advisory committees are representative groups formed for the pur- 
pose of furnishing advice and information to the Business and Defense Services 
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Administration on matters furthering the defense effort. No actions are taken 
or decisions made in these meetings since they are solely for advisory purposes. 
Suggested subjects for consideration at future meetings may be sent to the 
Government presiding officer. 

COMMITTEE MEMBERS 


*Charles A. Mogilner, Apex Steel & Supply Co., Chicago, Ill. 
Marshall A. Shapiro, California Metals Co., Oakland, Calif. 

*C. C. Cohen, I. J. Cohen & Co., Kansas City, Mo. 

Alex Miller, Columbia Iron & Metal Co., Cleveland, Ohio. 

*frank B. Gordon, Harcon Corp., Boston, Mass. 

D. Sloan Hurwitz, Hurwitz Bro. Iron & Metal Co., Inc., Buffalo, N. Y. 
David J. Joseph, Jr., the David J. Joseph Co., Cincinnati, Ohio. 
*Stanley M. Kaplan, M. S. Kaplan Co., Chicago, II. 

*Barney L. Keywell, Samuel G. Keywell Co., Detroit, Mich. 

*Max L. Kimerling, M. Kimerling & Sons, Inc., Birmingham, Ala. 
Robert W. Wolcott, Lukens Steel Co., Coatesville, Pa. 

George I. Stout, Luria Bros. & Co., Inc., Philadelphia, Pa. 

* Joseph Paper, Paper-Calmenson & Co., St. Paul, Minn. 

Edward L. Solomon, Max Solomon Co., Pittsburgh, Pa. 

*Roy Warshawsky, Warshawsky & Co., Chicago, Ill. 


OTHER INDUSTRY REPRESENTATIVES 


Paul W. Learner, the Learner Co., Oakland, Calif. 
William J. Luria, Luria Bros. & Co., Ine., Philadelphia, Pa. 
Sam Shapiro, National Metals Co., Phoenix, Ariz. 


GOVERN MENT ATTENDANCE 


Department of Commerce: 
Business and Defense Service Administration : 
Iron and Steel Division: 
Marvin S. Plant, Kenneth J. Burns, Harold Ridlon, Charles Kent, 
C. M. Brooks, Peter M. Rouzitsky 
William M. Martin, Program Executive for Salvage 
George T. Elliman, Foreign Activities 
Richard Blaisdell, Office of Public Information 
Charles R. Hersum, Industry Advisory Committee Staff 
Rose Robbins, Summary Writer 
Samuel W. Anderson, Assistant Secretary for International Affairs 
Office of International Trade: 
Robert Warner, John H. Kilby, Wilbur Williams, Bernard Pollak, Jr. 
Other agencies: 
George Pollard, Department of State 
J. ©. O. Harris, Bureau of Mines 
C. G. MeNaron, Foreign Operations Administration 
L. D. Greene, Office of Defense Mobilization 
Fred Winant, Office of Defense Mobilization 
W. H. Shahan, Small Business Administration 


PURPOSE OF THE MEETING 


The Iron and Steel Scrap Industry Advisory Committee met on October 13, 
1953, to discuss the following subjects: (1) developments since the last meeting, 
(2) present-lay inventories of scrap, and (8) advisability of exporting iron and 
steel scrap. 

Mr. Henry J. Wallace (Assistant Administrator, BDSA) was the Government 
presiding officer. 

OPENING REMARKS 


After opening the meeting, Mr. Charles R. Hersum (Industry Advisory Com- 
mittee Staff, BDSA) announced that two members are being represented by 
alternates, as follows: 

Paul W. Learner, the Learner Co., for Marshall A. Shapiro, California Metals 
Co. 


*Present at meeting. 
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William J. Luria, Luria Bros. & Co., Inc., for George I. Stout, Luria Bros. 
& Co., Inc. 

Mr. Hersum also commented briefly on the rules governing the conduct of 
industry advisory committee meetings. 

Mr. Wallace welcomed the committee and apologized for the necessity of 
calling this meeting on such short notice. 

Because of the strict requirement of the Department of Justice, as reflected 
in the rules of conduct for industry advisory committee meetings, that meetings 
be presided over by a full-time Government official, Mr. Wallace explained 
that he was presiding over this meeting rather than the former presiding 
officer, Mr. Marvin S. Piant. Mr. Plant is now serving as a part-time consultant 
to the Iron and Steel Division. 


DEVELOPMENTS SINCE THE LAST MEETING 


Mr. Plant reported that no developments have occurred since the committee 
last met on May 19, 1958. 


DISCUSSION OF PRESENT-DAY INVENTORIES 


Mr. Plant gave the following figures on inventories as published in the latest 
available Bureau of Mines reports: 

Consumers’ stocks at the end of May 1953 amounted to 5,895,580 tons. At 
the end of August, they amounted to 6,124,000 tons, showing an increase of 
228,420 tons. Reports from the consuming mills also indicate that inventories 
are about the same as reported to this committee at its last meeting, Mr. 
Plant said. 

ADVISABILITY OF EXPORTING IRON AND STEEL SCRAP 


Background.—The committee has been convened on such short notice because 
of a situation that has arisen concerning the advisability of exporting iron and 
steel scrap during the balance of this year, Mr. Wallace commented. The ban 
on scrap exports, he added, was imposed only for the year 1953, with the idea 
that the policy would be reviewed and another determination made for 1954 
and future years. 

The question of reconsidering policy for the rest of 1953 at this time stems 
from a request of the Senate Select Committee on Small Business. The 
chairman of this committee has written to the Secretary of Commerce, ad- 
vancing certain reasons why, in the interest of small business, he believes it 
advisable to have export policy reexamined prior to 1954. 

The committee members were asked to bear in mind that policy for only the 
fourth quarter of 1953 is under discussion. They were also informed that 
appeals are not involved in this discussion as they are considered on the basis 
of individual hardship. 

In introducing Mr. Samuel W. Anderson, Assistant Secretary for Inter- 
national Affairs, Mr. Wallace explained that Mr. Anderson is also the Chair- 
man of the Advisory Committee on Export Policy and, as such, will have a 
deciding voice in the recommendations made to the Secretary of Commerce. 

Mr. Anderson has heard the views of the Iron and Steel Scrap Consumers 
Industry Advisory Committee, and he is very anxious to have the views of this 
group before arriving at any decision, Mr. Wallace emphasized. 

Mr. Anderson assured the committee that a decision will be made as soon as 
possible in order to avoid future uncertainties. 

Foreign scrap requirements.—Mr. C. G. MeNaron (Foreign Operations Ad- 
ministration) stated that the United Kingdom might purchase a very small 
quantity of scrap this year for shipment and use in 1954. 

No requirements are expected from Italy. With the formation of the Coal 
and Steel Community, the establishment of the scrap pool, and the declining 
production in Belgium, Italy’s needs will probably be supplied from other than 
dollar areas, Mr. Wilbur Williams (Office of International Trade) reported. 

The situation with respect to Japanese requirements is not too clear, Mr. 
Williams added. About the middle of this year, Japanese requirements were 
estimated at about 250,000 to 300,000 tons for 1953. Import figures, however, 
indicate that Japan has already received more than this quantity of scrap. 
Mr. McNaron believed that the 1954 requirements for Japan would be about 
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100,000 tons. This quantity might be purchased during the remainder of this 
year for shipment and use next year. 

Mr. Williams also reported that inquiries in behalf of Spain and Argentina 
have been received, but these were not documented in terms of requirements. 


COMMITTEE VIEWS AND RECOMMENDATIONS 


At the last meeting, Mr. Plant recalled, the committee was evenly divided 
regarding exports of scrap. Members from certain reportedly surplus areas 
urged that the Government investigate the possibility of export from these areas. 
Mr. Plant asked the committee to state its position at this time. 

A majority of the committee recommended that export controls on scrap be 
relaxed, to an extent consistent with national security, to permit shipment of 
limited tonnages of scrap overseas and that quotas be established for the coun- 
tries to which such scrap may be exported. The minority, while also favoring 
limited exports, opposed the establishment of quotas. 

Discussion brought out the following facts in support of the committee’s 
position: 

1. There should be a declaration of policy with respect to scrap exports. 

2. Since there is no prohibition on the exportation of finished steel (a ton of 
which is the equivalent of one-fourth ton of purchased scrap), the ban on scrap 
is discriminatory. Scrap should be accorded the same treatment as steel and 
other products such as copper scrap, which is in no greater supply than steel 
scrap. 

3. Inability to find domestic markets for scrap is causing a breakdown of the 
collection machinery, with a consequent irrecoverable loss of scrap through 
deterioration and rusting. With prevailing low prices, dealers cannot afford to 
buy from collectors. This is especially true of automobile and agricultural 
scrap which must be hauled fairly long distances. 

4. The present situation in the industry is attributable to the unwillingness of 
mills to change their product mixes and to pay a fair price for scrap. 

5. With the encouragement of the Government, the capacity of the scrap 
industry was greatly expanded. Lack of domestic markets and declining prices 
are forcing dealers out of business. The harm to the economy resulting from 
this situation will be far greater than any amount of scrap allowed to be 
exported. 

6. Mills are known to have large inventories. One mill was reported to have 
a 10-month supply. 

7. Dealers on the west coast, gulf coast, and in the Southeast find it difficult 
to market scrap because of their remoteness from principal steel-producing areas 
and because of high freight rates. 

8. Canada receives scrap from the United States at $30 per ton and exports 
its own at $50 a ton. (The committee was told that the arrangements with 
Canada is on an even exchange basis and that receipts from Canada are fairly 
in balance with shipments from the United States.) 

9. In the South, there is only one large consuming mill for open hearth grades 
of scrap, and it is using imported Liberian ore, which displaces about 25,000 tons 
of scrap. 

10. Mill production has dropped about 10 percent, but even this slight decline 
has had an effect on the scrap market. 

11. Many mills, faced with a declining order load, are using surpluses of in- 
gots, billets, slabs, and other forms of semifinished steel in place of scrap. 

12. Relaxation of the export ban now will not bar the Government from 
reimposing it in case an emergency arises. 

13. Export quotas should be established for countries authorized to purchase. 
This might be accompanied by inspection to see that inventories actually exist. 
(Two members opposed establishment of quotas on the ground that foreign 
countries might buy through brokers who would not necessarily place orders in 
surplus areas.) 

14. Dealers are unable to accumulate large inventories because of high operat- 
ing costs. 

15. Exports will not have much effect on price because foreign buyers will 
seek the cheapest market. 

* 16. If mills could be persuaded to shut down blast furnaces, they could use 
more scrap. 
NEXT MEETING 


No date was set for the next meeting. 
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LIST OF THOSE ATTENDING SUBCOMMITTEE MEETING OF LUMBER, PLYWOOD, AND WOOD 
PRODUCTS INDUSTRY COMMITTEE, APRIL 22, 1954 


Charles F. Honeywell, Administrator, Business and Defense Services Admin- 
istration, Department of Commerce 

Horrace B. MeCoy, Deputy Administrator, Business and Defense Administration, 
Department of Commerce 

Walter A. Edwards, Assistant Administrator, Business and Defense Services 
Administration, Department of Commerce 

M. W .Pollack, vice president, United States Plywood Corp., New York, N. Y. 

Leo Bodine, executive vice president, National Lumber Manufacturers Associa- 
tion, Washington, D. C. 

John Huling, assistant secretary, Fine Hardwoods Association, Washington, 
D. C. 

H. J. Moriarity, manager, Peerless Plywood Co., High Point, N. C. 

Robert N. Hawes, counsel for Hardwood Plywood Institute & Fine Hardwoods 
Association, Washington, D. ©. 

Oscar Witt, vice president, Roddis Plywood Corp., Marshfield, Wis. 

Leo Weller, Washington representative, National Woodwork Manufacturers As- 
sociation, Inc., Washington, D. C. 

Joseph Donohoe, Chief, Lumber and Paper Division, Tariff Commission 

John Fuqua, Commercial Policy Staff, Department of State 

T. B. Audett, Assistant Deputy Commissioner, Appraisement Division, Bureau 
of Customs 

FP. F. Kilpatrick, Legal Assistant, Bureau of Customs 

Harold Macgowan, Trade Agreements Adviser, Bureau of Foreign Commerce, 
Department of Commerce 

Bernard L. Orell, Director, Forest Products Division, BDSA, Department of 
Commerce 

James M. Owens, Acting Deputy Director, Forest Products Division, BDSA, De- 
partment of Commerce 

Thomas C. Mason, Program Executive for Plywood and Fabricated Products, 
Forest Products Division, BDSA, Department of Commerce 

Kenneth S. Boardman, industry analyst, Forest Products Division, BDSA, De- 
partment of Commerce 


There is immediate need for action by the Government if the domestic hard- 
wood plywood industry is to compete with the imports of hardwood plywood, rep- 
resentatives of the industry said yesterday at a conference with Charles F. 
Honeywell, Administrator of Business and Defense Services Administration, 
Department of Commerce and his staff of the Forest Products Division. 

Mr. Honeywell, who opened the meeting, thanked the group for the oppor- 
tunity to discuss industry’s problems with informed members of the industry 
and with leaders of their trade associations. He stressed that one of BDSA’s 
functions was to provide service to industry. 

Robert N. Hawes, counsel for Hardwood Plywood Institute and Fine Hard- 
woods Association, stated that imported hardwood plywood sells at less than 
the cost of production of a comparable panel manufactured in the United States. 
Mr. Hawes noted that United States plywood imports have increased rapidly 
since 1950 when the United States reduced the import duty on hardwood ply- 
wood from 40 percent to 20 percent. Plywood imports in 1953 amounted to more 
than 220 million square feet, an increase of 251 percent over 1950. Imports in 
1953 were in excess of 25 percent of domestic consumption. Imports during the 
first 2 months of 1954 totaled 34.5 million square feet, an increase of 54 percent 
over the corresponding period of 1958. If the 1954 rate of imports is not checked, 
Mr. Hawes predicted that hardwood plywood imports in 1954 will exceed 300 
million square feet, an amount equal to 40 percent of the domestic market. 

Mr. Hawes emphasized that the domestic industry had been seriously dam- 
aged by imports. Production during the first quarter of 1954 was 28.1 percent 
less than during the first quarter of 1953 and there were corresponding losses 
in number of employees and payrolls. As many of the hardwood plywood plants 
are located in small towns, whose economic welfare depends upon the full and 
continuous operation of these plants, the present situation, which threatens to 
become worse, poses a very serious problem. F 

Monroe Pollack, vice president of United States Plywood Corp., who is’ per- 
sonally acquainted with foreign plywood operations and the prices and grades 
of foreign hardwood plywood, discussed the growth of the industry abroad. 
There has been considerable improvement in production and quality of product 
and funds are available for increase in capacity. Production facilities in Italy, 
France, Finland, Austria, West Germany, and France Equatorial Africa are 
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equal to the best in the United States. Japan’s production also has been ex- 
panded greatly in recent years, and extremely low-labor costs permit that country 
to sell hardwood plywood in the United States at prices substantially below the 
domestic production cost. Mr. Pollack stressed the additional threat posed by 
the creation of a well-financed group of Finnish producers who plan to establish 
warehouses in the United States to distribute Finnish plywood, doors, and hard 
board. 

H. J. Moriarity of Peerless Plywood Co., High Point, N. C., representing the 
average-size southern plywood manufacturer, told of the adverse effect of im- 
ports on production in his area. During the first 6 months of 1953, he believed 
that the industry operated at a profit of about 9 percent, but the full impact 
of imports began to be felt during the last half of 1953 and continued into the first 
quarter of 1954 until the industry was operating at a loss. Without immediate 
assistance, many of the plywood plants throughout the South will be forced to 
close. 

John Huling, assistant secretary of Fine Hardwoods Associations, presented 
information to show the damaging effects of hardwood plywood imports on the 
domestie veneer industry. In the third quarter of 1953, the domestic shipments 
of face veneers began to slip and dropped to a level 5.3 percent below the same 
period of 1952. This decline accelerated in the fourth quarter of 1953 reaching 
25.9 percent by the end of 1953. The decline in the last 6 months shows the effect 
of market conditions which can be attributed in part to hardwood plywood 
imports. This conclusion is substantiated by the parallel decreases in the sales 
of rotary veneer. 

Osear Witt, vice president of Roddis Plywood Corp., Marshfield, Wis., repre- 
sented the hardwood-door segment of the National Woodwork Manufacturers’ 
Association. Hardwood-door producers are not seriously affected by the present 
rate of door imports. However, a potential threat does exist and if door im- 
ports are allowed to mushroom, the domestic industry will soon be in a position 
comparable to the unhealthy situation of the hardwood plywood industry. 

Leo Bodine, executive vice president of National Lumber Manufacturers Asso- 
ciation, spoke relative to lumber and hardwood plywood imports. Regarding 
lumber imports, he explained that the situation was chronic but not acute at the 
present time. No treatment was advocated, but Mr. Bodine urged that data be 
kept up to date so that trends could be accurately forecast and extremes antici- 
pated. However, he did regard the imports of hardwood plywood as a serious 
problem and asked for immediate action. 

Bernard L. Orell, Director of Forest Products Division who presided at the 
meeting asked Mr. Hawes to present the industry’s recommendations. 

Mr. Hawes recommended : 

1. Enforcement of antidumping laws as an immediate measure to aid the 
industry. 

2. As a temporary expedient pending official action, explore the possibility 
of establishing quotas. 

He stated that the industry will file its application with the Tariff Commission 
to investigate the injury suffered by industry as the result of reduced import- 
duty rates. The application will request Tariff Commission to act toward restor- 
ing the duty rates to January 1, 1945, level pending completion of the investiga- 
tion. 

3. The establishment of flexible rates of duty to bring the landed price 
of plywood imports in line with domestic production costs. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF ALUMINUM SMELTERS INDUSTRY ADVISORY COMMITTEE, 
APRIL 29, 1954 


Clyde M. Adams, Aluminum and Magnesium Division, Government presiding 
officer 


COMMITTEE MEMBERS (ALL PRESENT AT MEETING) 


H. A. Frutig, Aluminum & Magnesium, Inc., Sandusky, Ohio. 
J.M. Stone, Aluminum Smelting & Refining Co., Bedford, Ohio 
Herman F. Bittner, The American Metal Co., Ltd. New York, N. Y. 
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A. Nichamir, Federated Metals division, American Smelting & Refining Co., 
Detroit, Mich. 

Louis Lippa, Apex Smelting Co., Chicago, III. 

Philip Scheibner, Associated Metals Company of California, Oakland, Calif. 

Fred Berman, Berman Bros. Iron & Metal Co., Birmingham, Ala. 

Lowell S. Thomas, General Smelting Co., Philadelphia, Pa. 

Samuel Greenfield, Samuel Greenfield Co., Inc., Buffalo, N. Y. 

Edw. S. Christiansen, Industrial Smelting Corp., Miami, Fla. 

Herman J. Galamba, Sonken-Galamba Corp., Kansas City, Kans. 

). A. Bergman, United States Reduction Co., East Chicago, Ind. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Business and Defense Services Administration : 
H. B. McCoy, Acting Administrator 
W. E. Haines, Assistant Deputy Administrator 
R. G. Boyd, Acting Assistant Administrator 
George Elliman, Adviser on Foreign Activities 
William M. Martin, Adviser on Salvage and Scrap 
William C. Truppner, Adviser on Industrial Mobilization Controls 
Richard Blaisdell, Office of Public Information 
Charles R. Hersum, Industry Advisory Committee staff 
Rose Robbins, summary writer 
Aluminum and Magnesium Division: 
A. A. Snow, Assistant Director 
Morris Bailkin 
E. G. Fahlman 
Bureau of Foreign Commerce : 
John H. Kilby, Office of Export Supply 
Virginia Torosan, Office of Export Supply 
George Carter, Office of Export Supply 
Other agencies : 
Edwin A. Harris, Office of Materials, ODM 
Dr. Timothy C. May, Office of Assistant Secretary of Defense (S. and L.) 
Ted L. Sweet, Foreign Operations Administration 
John W. Gracek, Small Business Administration 


PURPOSE OF THE MEETING 


The Aluminum Smelters Industry Advisory Committee met on April 29, 1954, 
to consider: (1) Organization and functions of the Business and Defense 
Services Administration, (2) the Defense Materials System, (3) the Industrial 
Defense Program, and (4) to discuss the current excess of aluminum scrap 
exports over imports and its probable effect on the domestic economy. 

Mr. Clyde M. Adams (Aluminum and Magnesium Division, BDSA) was the 
Government presiding officer. 

OPENING REMARKS 


After welcoming the committee members, Mr. Adams commented briefly on 
developments since the last meeting of the committee on November 13, 1952, 
calling particular attention to the decontrol actions on civilian production which 
had been taken by this Administration, the dissolution of the National Produc- 
tion Authority and the establishment of its successor, the Business and Defense 
Services Administration. He then presented BDSA Deputy Administrator H. B. 
McCoy, who spoke on the organization and functions of the new agency. 


ORGANIZATION AND FUNCTIONS OF BDSA 


The Business and Defense Services Administration or BDSA as it is commonly 
referred to, consists of an Administrator, a Deputy Administrator, 3 Assistant 
Administrators, several staff offices, and 25 industry divisions representing sub- 
stantially every basic industry in the country, Mr. McCoy explained. Its func- 
tions, as its name suggests, pertain to defense production and business services. 
The defense functions represent an aggregation of activities which must be pur- 
sued under provisions of the Defense Production Act and under delegations of 
authority from the Office of Defense Mobilization ; the business service functions 
deal with fostering and promoting trade and commerce and are permanent long- 
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range duties of the Department of Commerce. Generally speaking, BDSA’s 
functions fall into three major categories, namely: defense production, mobili- 
zation preparedness, and business services. 

Defense production —Aside from assuring proper supplies of materials for the 
production of military and atomic energy programs, this activity also involves 
the development of flexible procedures to meet current defense production prob- 
lems as well as those that might have to be dealt with in any future emergency 
that might arise. Even with the present limited activity in this area, BDSA, 
during the first 3 months of this year, was required to issue approximately 3,000 
special actions to keep military production on schedule. 

Mobilization preparedness.—Mr. McCoy distinguished mobilization prepared- 
ness activities from current defense production activities by pointing out the 
long-range nature of the former. In the National Security Act of 1947, which 
authorized creation of the Department of Defense, the President was empowered 
to carry on long-range planning activities for industrial and national security, 
Mr. McCoy explained. Under the reorganization plan executed last year, that 
function was lodged in the Office of Defense Mobilization, which is now a part 
of the Executive Office of the President. ODM, in turn, has delegated a large 
portion of this responsibility to the Secretary of Commerce, who has redelegated 
it to BDSA. These activities deal mostly with industrial preparedness and 
include: Developing estimates of defense supporting and civilian requirements 
and the facilities needed to supply those requirements under conditions of 
stepped-up or all-out mobilization, making recommendtaions on such matters as 
stockpiling, expansion goals, applications for tax amortization, industry evalu- 
ation, pre- and post-attack planning, etc. Mr. McCoy indicated that the Alumi- 
num and Magnesinm Division at some future date may eall a meeting of the 
industry to discuss mobilization preparedness. 

Business services.—The business services activities of BDSA are derived from 
the statutory function of the Department of Commerce of promoting, fostering, 
and developing commerce and industry in the United States. As interpreted by 
the Secretary, this function encompasses such matters as placing the viewpoint 
of business and industry before other agencies of Government whose actions 
may affect them. Mr. McCoy emphasized that the intention of the Department 
of Commerce is not to interfere with the normal functions of other agencies, 
but when another Government agency has responsibilities, which in some way, 
may affect the business community, the Secretary strongly believes that the 
views of industry should be considered by such agencies in the formulation of 
policy. BDSA is most anxious to be helpful either by presenting industry’s 
views to the proper Government agencies or by arranging for industry repre- 
sentatives to talk with the proper people in such Government agencies. 

Another business services function concerns the disposal of Government sur- 
pluses, especially of the military agencies. By working closely with the Assistant 
Secretary of Defense for Supply and Logistics, BDSA hopes that procedures 
may be evolved by which surpluses may be disposed with a minimum dislocation 
to existing trade as well as a good return to the Government. 

Another project pertains to getting the Government out of competition with 
private industry. Here again, the relationship which has been established 
with the Department of Defense is expected to bring good results. 

The matter of gathering statistics has also been closely scrutinized. The 
Department does not intend to duplicate statistics that are already being com- 
piled by industry. It will concentrate only on statistics that are needed for 
national purposes. 


MODIFICATION OF THE DEFENSE MATERIALS SYSTEM 


Simplification has been accomplished of the defense materials system (in 
operation since July 1, 1953) by the issuance of a set of revised DMS Regulations 
which were made effective on April 1, 1954, Mr. Wm. ©. Truppner (Advisor on 
Industrial Mobilization Controls, BDSA) explained. This mechanism provides 
for the channeling of materials to the current defense programs, as well as for 
an orderly and rapid expansion of military and Atomic Energy Commission 
production and construction in the event of a new emergency. 

Under this new system, military contractors are assured of their actual 
material requirements to meet defense production schedules—but no more. 
Should circumstances require an increase in defense production, the DMS, as 
revised, will assure that the maximum possible share of critical materials 
would remain for essential civilian use. 
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In his address to the Congress on the state of the Union, Mr. Truppner recalled, 
President Bisenhower said, “The ability to convert swiftly from partial to 
all-out mobilization is imperative to our security.” To accomplish such rapid 
conversion, Mr. Truppner pointed out, necessitates a knowledge of materials 
requirements tor military production, together with a related set of production 
and material control procedures. 

The new DMS is essentially a preparedness measure. It provides the basis 
for keeping in readiness machinery to be put into immediate, effective operation 
in the initial stages of all-out mobilization. Experience in. past emergencies 
has shown that from 9 months to a year were needed to establish a controls 
system on a efficient operating basis. It is highly unlikely that such a period 
of time will be available for preparation should a state of emergency occur in 
the future. 

Fundamentally, the DMS requires only prime military and AEC contractors 
and a few of their suppliers of major components to maintain records of material 
allotments to cover 85 percent of the total material required for military and 
atomic energy production and construction, thus eliminating the maintenance 
of allotment accounting records for thousands of subcontractors. All sub- 
contractors below the level of prime are authorized to use automatic preference 
ratings or self-authorization authority on their purchase orders. 

In summary, the defense materials system was revised so as to make it adapt- 
able to meet any one of four possible contingencies : 

1. Continuation of the cold war with no increase in military production.— 
During a period in which the threat of armed conflict continues but a reasonably 
comfortable supply of controlled materials exists, it is essential that the DMS 
procedures be stripped to the barest minimum consistent with retention of a 
controls framework for war preparedness. This has been accomplished by 
substantially reducing the materials bookkeeping required of principal con- 
tractors, as indicated above, by providing for a simple identification of military 
and AEC orders for all subcontractors below the level of the prime. This in 
effect reduces the bookkeeping chore required of military and AEC suppliers to 
one of very reasonable proportion. 

2. Armed conflict on a limited scale—Should the United States engage in 
conflict short of all-out war, an increase in military and atomic energy require- 
ments can be anticipated. The maintenance of the allotment flow from the ODM 
to the Defense Department and the Atomic Bnergy Commission, and from these 
agencies to the prime contractors would insure that the total amount of materials 
actually purchased by military suppliers could be approximately limited to their 
actual needs. By this means, the residual remaining for civilian use would be 
maximized so as to avoid to the greatest possible degree the necessity for 
extending controls over the entire civilian economy. 

3. All-out war with conventional type weapons.—Limiting the allotment pass- 
through and materials bookkeeping to the prime contractor and a few selected 
suppliers places a substantially greater responsibility for meeting military pro- 
duction schedules on the prime contractor. By making it possible for the prime 
contractor and many of his subcontractors to operate through a system of simple 
defense identification, military suppliers could rely much more heavily on their 
normal peacetime materials purchasing and production scheduling procedures. 
During the first year after M-day, it is anticipated that this would prove to 
be a much more effective tool for achieving scheduled military goals than the 
systems employed in past emergencies. 

4. All-out war with bomb damage inflicted on continental United States.—In 
the event of bomb damage to units in the chain of military subcontractors, the 
flexibility provided by the revised defense materials system would make it 
possible for the military contractors to substitute new suppliers for any bombed 
out links in their defense supply chain. The establishment of a simple identifi- 
cation system for military subcontractors will provide as much flexibility to the 
prime contractor in this eventuality as he possesses under emergency conditions 


during peacetime. 
THE INDUSTRIAL DEFENSE PROGRAM 


The term “industrial defense” as interpreted by the Office of Defense Mobiliza- 
tion encompasses not only materials controls and allocation problems but also 
problems involved in assuring continuity of production should the country be 
subjected to enemy attack, Mr. Wm. E. Haines (Assistant Deputy Administrator, 
BDSA) explained. Matters which must be seriously considered are: plant pro- 
tection, protection against espionage and sabotage, providing alternate sources 
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of supply, continuity of management, safety of personnel, and many other things. 
Mr. Haines referred to a pamphlet entitled “Suggested Post-Attack Production 
Measures,” copies of which had been distributed to the committee members, 
containing measures which can be undertaken by individual companies without 
large outlays of funds. 

Mr. Haines also referred to the film called Operation Ivy showing the first 
H-bomb explosion. The wide range of destruction resulting from this detona- 
tion has already been exceeded by subsequent tests, making the need for pro- 
teetive Measures even more important. Although recognizing the overwhelming 
destructiveness of atomic weapons, Mr. Haines expressed the belief that through 
an intensive program of Government-industry cooperation, the effects could be 
reduced to a considerable degree. He cited the success achieved through such 
efforts in connection with the administration of the controlled materials plan 
during World War II. 

Industrial defense is primarily a voluntary program on the part of industry, 
Mr. Haines emphasized, and he predicted that, should war come to continental 
United States, the principal problem of the country will be continuity of pro- 
duction rather than the allocation of materials. In considering all factors, 
BDSA, through a working group assigned to this project, has endeavored to 
formulate a businesslike program in terms of what can be done at the industry 
level. Practically all of BDSA’s industry divisions have appointed task groups 
to survey their respective industries and to suggest measures that can be taken 
first on an industrywide basis and then on an individual company level, as there 
are certain decisions which only management can make. Mr. Haines described 
studies made by the chemical industry, the photographie film industry, and 
others. 

He further explained that this matter was being brought to the industry’s at- 
tention so that it could decide the extent of pre- and post-attack study which it 
should undertake. 


ALUMINUM SCRAP EXPORTS AND IMPORTS 


Background of the situation.—Mr. John H. Kilby (Director, Materials Division, 
Office of Export Supply, BFC) reviewed the aluminum scrap export situation, as 
follows. Prior to about a year ago, aluminum and aluminum scrap were closely 
limited by export quotas and other devices. As shortages began to disappear, 
however, it was decided to remove short supply limitations on exports of alumi- 
num and aluminum scrap, retaining the licensing requirement to assure only that 
the material did not move to unfriendly destinations. Another reason in support 
of this decision was the fact that, historically, very little tonnage of scrap moved 
in export; a very heavy foreign demand was not anticipated. 

During the summer and fall following the removal of short supply limitations, 
exports of scrap were very small. Beginning in November, however, export 
tonnages of scrap began to rise sharply and imports began to decline. This de- 
velopment resulted in reports by industry members to both the BDSA and the 
Bureau of Foreign Commerce that the supply of scrap was becoming tighter 
and tighter and that the industry was experiencing difficulty in purchasing suf- 
ficient scrap for its requirements. Several formal pleas were submitted re- 
questing the reimposition of short-supply export controls. This combination of 
circumstances has led to the calling of this meeting so that the views of all con- 
cerned could be registered. 

Explaining the statutory authority for export controls on the part of the Gov- 
ernment, Mr. Kilby pointed out that the purpose of the statute is fairly well 
defined ; it limits the use of export controls only to the extent necessary to pro- 
tect the domestic economy from the excessive drain of scarce materials and to 
reduce the inflationary impact of abnormal foreign demand; to further the for- 
eign policy of the United States and to aid in fulfilling its international respon- 
sibilities; and to exercise the necessary vigilance over exports from the stand- 
point of their significance to the national security. 

Another unique feature of the current aluminum scrap situation, Mr. Kilby re- 
marked, is the fact that surpluses of the prime metal involved, aluminum, exist 
in most of the countries of the world, including the United States. Thus, in con- 
sidering the advisability of reimposing controls, the Government must consider 
many other factors besides the aluminum scrap situation. 

In outlining the procedure followed in determining export policy, Mr. Kilby 
explained that here again the statutory language is clear and provides that the 
Secretary of Commerce shall seek information and advice from the several execu- 
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tive departments and agencies concerned with those aspects of United States 
domestic and foreign policies and operations having an important bearing on 
expotts. The legislation further provides for consultation with industry. In 
line with this statutory mandate, an advisory committee on export policy has 
been created, whose function is to assist the Secretary in formulating export 
policy. This committee consists of representatives from: The Office of Defense 
Mobilization, Departments of Defense, Interior, State, Agriculture, Treasury, 
and others that are interested in the export problem. Therefore, the ultimate 
decision represents the composite thinking and views of all prime agencies of the 
Government with respect to exports. 

To further assist the committee in its discussion, Mr. Adams distributed copies 
of a tabulation entitled “Aluminum Statistics 1946—March 1954” showing scrap 
consumption by type of scrap and by type of consumer ; estimated recovery from 
scrap; imports and exports of scrap; net shipments of mill products and cast- 
ings: domestic primary production; imports of metal and crude alloys, etc. 
With the exception of the data shown for January and February, all the other 
information on the chart has been published in one form or another, Mr. Adams 
said. 

Discussion.—The following facts pointing to the shortage of aluminum scrap 
were presented by a committee member with the support of the other members: 

1. Average monthly scrap receipts by ASRI members during 1953 were 32.5 
million pounds. Average monthly scrap receipts for the first quarter of 1954 
amounted to only 26 million pounds, which indicates a 20 percent decline in pur- 
chases as compared to the same period last year. 

2. Despite lower scrap receipts, prices are higher than in 1953. Price, it was 
explained, was mentioned as a measure of shortage. 

3. In the first quarter of 1954, Aluminum Smelters Research Institute members 
booked orders exceeded scrap purchases by about 24-million pounds. 

4. Also in the first quarter of 1954, total ASRI inventories dropped 15 percent or 
8.5 million pounds, indicating that ingot inventories were being used to make up 
the deficiency in scrap purchases. 

5. There is no evidence that all scrap available in 1953 did not move to con- 
sumption points. In other words, nothing indicates an increase in dealer pipe- 
lines. Reports from dealers indicate no change in this situation up to the present 
time. At present price levels, it was pointed out, dealers are not inclined to spec- 
ulate beyond normal pipeline amounts. 

6. Another way of measuring scrap supplies is by reported shipments of 
wrought products, which are the source of new scrap. On the basis of current 
evidence, 20 percent less new scrap can be expected in 1954. Resorting to the 
device of measuring the future by the past and allowing for a 15 percent de- 
cline in smelter business would, by itself, indicate a scrap shortage of about 
57-million pounds. 

7. February exports amounted to about 5.7 million pounds. Projected to an 
annual basis, this would amount to about 68.4 million pounds. Compared with 
monthly figures of previous years, this represents an inordinate increase, to 
wit: 1953, 8.8 million pounds; 1952, 2 million pounds; 1951, 2.9 million pounds; 
and 1950, 1.6 million pounds. Fear was expressed that if present regulations 
are not tightened, exports might continue to mount. 

8. Aluminum scrap imports for 1953 amounted to 53.4 million pounds, includ- 
ing heavy imports from Germany (which will not recur) to help an acute situa- 
tion, There is nothing in the world situation today to indicate that sizable 
imports may be expected during 1954, except possibly from Canada." Therefore, 
even if H. R. 8155 (H. R. 8833), allowing duty-free import of aluminum scrap, 
is passed, imports cannot be viewed optimistically. 

. Another indication of the shortage of aluminum scrap is the report that 
prime producers have experienced difficulty in purchasing scrap during the past 
30 days. 

10. The weight of evidence provided by the aforementioned yardsticks points 
only in one direction—down. Scrap is the only raw material of the smelting 
industry which is greatly concerned about the supply-demand imbalance. It 
was emphasize:! that the industry is not seeking Government assistance in the 
solution of its day-to-day competitive problems. On the other hand, it was 
pointed out, if there is any merit strategically or economically in having a 
healthy, robust smelting industry, then there is merit in exploring the export 
situation, which is the one place where the Government can help. 

11. Viewing the overall aluminum metal situation, it seems apparent that 
the United States is not self-sufficient in this respect as evidenced by aluminum 
pig imports amounting to 57 million pounds in January of this year. A further 
indication of insufficiency is the contract for 600,000 tons of aluminum with a 
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Canadian company plus contracts with others. All this despite Government 
encouraged expansions in this country. 

12. During the early months of this year, with wrought product shipments 
low, domestic production was ample for the domestic industry. The difference 
between production and orders was consumed largely by the stockpile which 
also consumed considerable imported pig, plus, also, in effect, all scrap pur- 
chased by primary producers. If the strategic stockpile is considered necessary 
in the quantities in evidence and also from a strategic point of view, it appears 
inconsistent to export scrap which must be replaced pound for pound with metal 
which could otherwise go to stockpile. 

13. In the interest of remaining healthy and robust, if it is for the good of 
the country, the industry is disturbed that it should have been singled out to 
compete with the world for scrap. Italy, for example, has an ad valorem duty 
of 28 plus 3 percent tax, and it is selling primary pig at 26.5 cents per pound. 
Germany’s tax is 12 percent and its primary pig is priced at 24.7 cents per 
pound. Japan has a 10 percent tax with a selling price of 29.63 cents per pound. 
The United States price for pig, however, is only 20 cents a pound. If a world- 
wide equality of ingot prices existed with respect to subsidies, tariffs, ete., a 
case for free trade might exist. But when these countries can pay prices such 
as 15% cents FAS for cast and sheet; 18 cents for low copper clippings, 17 cents 
for mixed clippings, and from 12% to 1414 cents for high zine borings, smelters 
in coastal areas, especially, are unable to compete for scrap by virtue of the 
ceiling on domestic ingot prices predicated on a 20 cent pig price as established 
by the primary producers. The net effect of this inequitable competition is to 
drain from the country the materials which smelters traditionally use to blend 
with higher grade, higher priced items as a means of properly pricing smelters 
ingot below primary producers prices. Also, the net effect will be a higher cost 
to the American public for the products made from this metal. 

14. Although smelters will probably be able to supply current needs of their 
customers. during the summer lull, any sustained pickup in business will un- 
doubtedly bring with it many difficulties, especially if exports continue at the 
present rate or increase. The fact that smelters do not supply ingot, does not 
mean that ingot users will lack for ingot. It merely means that fewer smelters 
would survive. 

Several committee members reported that the heavy increases in aluminum 
scrap exports with accompanying higher prices charged for scrap, when it can 
be obtained, has caused not only sharp reductions in company profits but also 
losses. The industry is making a great effort to serve the hundreds of small 
foundries that have been accustomed to buying their ingot at the normal dis- 
count under the price of primary pig, but it cannot sustain losses indefinitely. 
The hardship has been most acute for smelters located in coastal areas, some 
of which are reported as operating at a rate of about one-third of normal. With 
the departure of winter shipping problems, smelters located in inland areas are 
also beginning to feel the impact of the scrap exports. 

The stepped-up scrap purchases by primary producers, about 20-million 
pounds per month, was also noted. Encouragement for such heavy consumption 
was attributed to the stockpile arrangement which enables the primary pro- 
ducers to operate their pot-lines at capacity. 

Attention was also called to the importance of the aluminum smelting industry 
in time of war as well as in time of peace. The industry will be destroyed, 
however, if it must continue to be squeezed by the arbitrary price ceiling im- 
posed by the price of primary aluminum on the one hand, and the lack of 
scrap on the other. A further factor contributing to the scrap shortage is the 
decline in scrap generation which has resulted from contracting defense require- 
ments and design changes. This, coupled with the disappearance of raw material 
imports, will cause a decline of about 15 to 20 percent, in the scrap supply. 
The members reiterated that with knowledge that a cumulative shortage is 
threatening the very existence of this industry, steps must be taken immediately 
to assure that this does not happen. 

The drop in inventories since last September was also noted, and it was pointed 
out that scanty inventories lower the operating efficiency of plants and raise 
costs. Furthermore, the founderies who purchase from smelters are all small- 
business organizations ; they purchase their requirements as needed because they 
have not the financial ability for carrying inventories. Thus, to serve these cus- 
tomers, smelters must carry substantial inventories. 

Although scrap has been mostly exported to Italy and Germany, a recent 
requirement of 11,000 tons has been indicated to Japan. Should this require- 
ment be met from United States supplies, the impact would be disastrous. 
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Except for Canada and the United States scrap supplies worldwide have been 
depleted, so that scrap exported can never be recovered by imports. 

Pointing again to the strategic nature of aluminum and the lack of self- 
sufficiency in this country to produce its aluminum requirements, the committee 
members questioned the propriety of substantially limitless exports. 

A committee member, whose plant is located in the South, reported that where- 
as, before, scrap generated in that area normally moved to Northern markets, 
now at least 80 percent of the supply is moving in the export market. 

Rather than permit the export of scrap, the export of aluminum should be 
encouraged to reduce the surpluses, an industry member contended. He attri- 
buted the large foreign scrap purchases to the lower labor costs prevailing in 
those countries. Thus, while providing employment for foreign labor, the un- 
restricted export of aluminum scrap is depriving American labor of employment. 

The heavy reliance which the Government places on purchases of primary 
aluminum from Canada may be greatly misplaced if, in a future emergency, 
Canadian plants are bombed out. With no smelting industry to depend on, the 
country would indeed be confronted with a serious situation. The smelting in- 
dustry has served the country well in time of emergency and the Government has 
a duty to aid it in combating present conditions. 

Mr. Adams compared the present world situation on aluminum scrap with 
the conditions existing during the years 1948 and 1950, when huge quantities 
of aluminum scrap were imported. Present conditions are just opposite those 
existing then and that, he believed, is why the price factor on both primary 
aluminum and scrap is a vital factor in this discussion. A committee member 
commented that the difference between those circumstances and the present is 
the supply of virgin production. The smelting industry, he added, has never 
shrunk from paying high prices for scrap when it was not confronted with the 
impediment of a celing resulting from the price of primary aluminum. If it 
had no price ceiling to contend with, the industry would not be seeking aid in 
the form of export controls. 

After further discussion, the committee unanimously recommended that ex- 
ports of aluminum scrap be restricted, some members advocating that monthly 
exports should not exceed 500 tons in any 1 month and others advocating that 
maximum amounts be established by the Government in the light of all circum- 
stances. Mr. Everett Fahlman (consultant, Aluminum and Magnesium Division, 
BDSA) suggested that, in the interest of small foundries, exports be kept to a 
minimum if scrap prices rise by 1 or 1% cents. Even with existing prices, foun- 
dries are losing business to other competing metals. 

Answering a question, Mr. Adams explained that the committee’s comments 
and recommendations will be taken under advisement along with the views and 
recommendations of the aluminum scrap dealers and exporters who will meet in 
a few days. These will be considered by the Bureau of Foreign Commerce and 
others in the Department. Mr. Kilby believed that a decision may be reached 
in the matter in about 10 days. He cautioned, however, that the reimposition of 
short supply controls would not invalidate outstanding licenses. All such out- 
standing licenses will become much more cffective than before, he commented. 

ixpecting an opposing viewpoint from the exporters, a committee member 
urged that due consideration be given to the impact on the thousands of foundries 
from limitless aluminum scrap exports. Only a handful of exporters would be 
affected by a decision to impose short supply controls. 

In response to a question, Mr. Kilby stated that the Bureau of Foreign 
Commerce can curtail the issuance of licenses pending a decision. In fact, 
issuance of licenses was slowed down as soon as the February exports were 
noted. 

H. R. 8833 


Committee members called attention to H. R. 8833 (H. R. 8155), introduced 
at the request of the industry by Representative Church of Illinois. This bill 
provides for the suspension of tariffs on imports of aluminum scrap and, if 
passed, the industry hoped that foreign countries possessing scrap will be induced 
to export to the United States. The committee urged that both BDSA and the 
Department of Commerce support this measure. Mr. Adams reported that both 
already have gone on record in connection with this proposed legislation. 


SCRAP LICENSES ISSUED 


Because of the somewhat uncertain supply situation existing during the past 
few months, licenses for the export of scrap have been issued for 90 days rather 
than the usual 6-month period, Mr. Kilby explained. This is the minimum time 
considered necessary to complete an export transaction. The 90-day validity 
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period was selected with the idea of giving the Government the greatest flexibility 
should the situation worsen. 

During the first quarter of 1954, the total tonnage licensed amounted to 16,000 
tons. Licenses issued during January have now expired, although some may have 
been extended. The level of requests for licenses has been fairly constant. On 
the basis of past experience, if a short supply quota of 1,500 tons a quarter is 
established, about 1,000 to 1,200 tons will probably actually be exported, Mr. Kilby 
remarked. 

Mr. Kilby also informed the group that arrangements have been made with the 
Bureau of Census to speed up the compilation of export figures. All the April 
figures are expected to be compiled by May 15. 


OTHER DISCUSSION 


Kitchen utensils, fishing rods, and foil produced in foreign countries which 
import American aluminum scrap are being offered for sale in the United States, 
several committee members said. Some of the countries exporting these items 
permit the importation of American aluminum scrap on a low tariff or duty-free 
basis. Yet the same countries impose a high tariff on imported aluminum ingot. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF STEEL Propucts INpustry ADvIsORY COMMITTEE, JUNE 9, 
1954 


William Kerber, Iron and Steel Division, Government presiding officer 


Industry advisory committees are representative groups formed for the purpose 
of furnishing advice and information to the Business and Defense Services 
Administration on matters furthering the defense effort. No actions are taken 
or decisions made in these meetings since they are solely for advisory purposes. 
Suggested subjects for consideration at future meetings may be sent to the 
Government presiding officer. 


COMMITTEE MEMBERS 


*Allen B. Wilson, Acme Steel Co., Chicago, Ill. 

P. L. Francis, Alan Wood Steel Co., Conshohocken, Pa. 

*Russell M. Allen, Allegheny-Ludlum Steel Corp., Pittsburgh, Pa. 
*Logan T. Johnston, Armco Steel Corp., Middletown, Ohio. 

H. B. Johnson, Atlantic Steel Co., Atlanta, Ga. 

Edward A. Livingstone, the Babcock & Wilcox Tube Co., Beaver Falls, Pa. 
J. V..Honeycutt, Bethlehem Steel Co., Bethlehem, Pa. 

Clyde Llewelyn, Bliss & Laughlin, Inc., Harvey, II. 

*F. S. Jones, the Colorado Fuel & Iron Corp., Denver, Colo. 

*K. P. Severns, Continental Steel Corp., Kokomo, Ind. 

*R. E. Christie, Crucible Steel Company of America, New York, N. Y. 
*James L. Hamilton, Jr., Granite City Steel Co., Granite City, Ill. 
John F. Smith, Jr., Inland Steel Co., Chicago, Il. 

*A. J. Hazlett, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 

C. F. Borden, Kaiser Steel Corp., Oakland, Calif. 

J. Frederic Wiese, Lukens Steel Co., Coatesville, Pa. 

D. V. Sawhill, Mercer Tube & Manufacturing Co., Sharon, Pa. 

*J. A. Henry, National Steel Corp., Weirton, W. Va. 

*G. W. Bulmer, Northwestern Steel & Wire Co., Sterling, Il. 

*A. R. Maxwell, Jr., Pittsburgh Steel Co., Pittsburgh, Pa. 

*Norman W. Foy, Republic Steel Corp., Cleveland, Ohio. 

*D. B. Carson, Sharon Steel Corp., Sharon, Pa. 

*J. W. Anderson, Sheffield Steel Corp., Kansas City, Mo. 

David F. Austin, United States Steel Corp., Pittsburgh, Pa. 

*N. C. Reed, Wheeling Steel Corp., Wheeling, W. Va. 

*W. E. Watson, the Youngstown Sheet & Tube Co., Youngstown, Ohio. 


*Present at meeting. 
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OTHER INDUSTRY REPRESENTATIVES PRESENT 


J. F. Land, Alan Wood Steel Co., Conshohocken, Pa. 

James S. Anderson, the Babcock & Wilcox Tube Co., Beaver Falls, Pa. 
W. J. Stephens, Bethlehem Steel Co., Bethlehem, Pa. 
*Arthur Lehr, Bliss & Laughlin, Inc., Harvey, I. 

C. L. Holmberg, Inland Steel Co., Chicago, Il. 

W. E. Mullestein, Lukens Steel Co., Coatesville, Pa. 

Richard F. Sentner, United States Steel Corp., Pittsburgh, Pa. 
*J. E. Lose, United States Steel Corp., Pittsburgh, Pa. 

*W. P. Getty, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 
*A. M. Tredwell, Jr., Sharon Steel Corp., Sharon, Pa. 

*E. R. Johnson, Republic Steel Corp., Cleveland, Ohio. 

J. T. Shillingford, United. States Steel Corp., Pittsburgh, Pa. 
W. R. Ramsey, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 


GOVERNMENT ATTENDANCE 


Department of Commerce: 
Sinclair Weeks, Secretary of Commerce 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 
William E. Haines, Assistant Deputy Administrator 
Raymond G. Boyd, Assistant Administrator 
George T. Elliman, adviser on foreign activities 
Dudley Hendrick. adviser on mobilization and postattack 
George T. VanderHoef, adviser on mobilization and postattack 
Todd Wright, Office of Public Information 
Iron and Steel Division: 
William Kerber, Director—Government presiding officer; W. P. 
Carlin, E. F. Clark, John Claussen, Frank Crockard, Bradley B. 
Evans, P. E. Floyd, Charles Haleomb, George Lovell, Richard 
McGowan, Peter Rouzitsky, J. E. Sweeney, Charles Tamburello 
Industry Advisory Committee Staff: 
William M. Martin; Rose Robbins, Anne Beteha, summary writers 
Other agencies: 
Dr. Arthur F. Burns, Chairman, Council of Economic Advisers 
Victor E. Cooley, Deputy Director, ODM 
Col. Ted Enter, ODM 
R. C. Lanphier, Director of Planning and Review, Office of Assistant Secre- 
tory of Defense 
Wendell Metcalf, Small Business Administration 
R. J. Wysor, ODM 
PURPOSE OF THE MEETING 


The Steel Products Industry Advisory Committee met on June 9, 1954, to dis- 
cuss: (1) Export scrap situation, (2) Industrial Defense Planning Manual 
compiled by the Pre- and Post-Attack Task Group, (3) full mobilization require- 
ments as related to supply and present facilities, (4) further developments 
under the revised DMS regulation 1 for full mobilization planning, (5) proposed 
organization chart for Steel Division under full mobilization and standby WOC 
manning, and (6) other matters of interest to the industry. 

William Kerber, Director, Iron and Steel Division, BDSA, was the Govern- 
ment presiding officer. 

OPENING REMARKS 


The meeting was opened by William M. Martin, Industry Advisory Commit- 
tee Staff, BDSA, who commented briefly on the rules governing the conduct 
of industry advisory committee meetings. He also introduced the alternates 
who were attending the meeting for regular members and announced that two 
members were unable to attend or to be represented by alternates. 

Charles F. Honeywell, Administrator, BDSA, welcomed the committee, com- 
menting that this was the second meeting of the group under BDSA. The 
agency is fortunate, he added, in having William Kerber, on loan from the steel 
industry, to head up its Iron and Steel Division, which is the industry’s key 
contact with BDSA. 


*Member of Steel Task Group on Pre- and Post-Attack Planning. 
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COMMENTS BY SECRETARY OF COMMERCE SINCLAIR WEEKS 


Mr. Weeks expressed gratification regarding the good atmosphere that has 
prevailed in the many meetings held under BDSA sponsorship and attended by 
representatives from various fields of business and industry. From the com- 
ments received, industry finds the meetings informative and helpful, he said. 
From the viewpoint of BDSA and Department of Commerce officials, the meet- 
ings have served as a most important channel of communication in acquainting 
this arm of the Government not only with the problems confronting industry 
but with possible methods for their soiution, he emphasized. 

Referring to the agenda for this meeting, Mr. Weeks noted a number of sub- 
jects listed to which the Department is devoting a great deal of attention. In 
singling out defense mobilization activities for discussion, Mr. Weeks explained 
that one phase concerns stockpiling—a matter which is presently under review 
by the Defense Mobilization Board, of which he is a member. Stockpile goals 
which were announced some time ago are being viewed in the light of revised 
defense requirements. In the case of aluminum, for example, after a resurvey 
of defense requirements, it was found possible to revise the stockpile goals 
downward. 

The nickel situation is also being carefully studied, Mr. Weeks remarked, add- 
ing that figures on defense requirements are expected to be available some time 
this month. He believed that the situation is somewhat easier. 

Commenting on the tax amortization program, Mr. Weeks revealed that a 
suggestion has been made that certificates be issued to industrial organizations 
not only where the building of new plants is involved, but also to aid industry 
in maintaining and modernizing facilities in areas where the mobilization goals 
are still open. 

Personally, Mr. Weeks expressed himself as being opposed to such extension 
of the tax amortization program. He expressed the belief that the Govern- 
ment has gone as far as it can on the basis of present criteria, which are to 
help an industry promote its defensive position, so to speak, and also to help 
in bringing about disperson of industry. 

The matter of dispersion is becoming increasingly important because of the 
development of new weapons and warfare technologies, Mr. Weeks emphasized, 
and indicated that considerable attention is being devoted to this matter. 

Mr. Weeks also asked the committee to register any views that it may have 
regarding the export of iron and steel scrap, which was discussed at the De- 
cember meeting. 

In concluding his remarks, Mr. Weeks again assured the group that the 
Department is here to give what assistance it can and that any suggestions 
and recommendations resulting from this meeting will be carefully considered. 


REMARKS BY DR. ARTHUR F. BURNS, CHAIRMAN, COUNCIL OF ECONOMIC ADVISERS 


Dr. Burns addressed himself to the question: What is the state of business, 
how much has has business declined, and what are the prospects for economic 
improvement. 

Years ago, Dr. Burns commented, this question would have been approached 
in a very simple way, namely, by looking at pig iron and ingot steel as a barometer 
of trade. Pig iron was considered as a sensitive indicator of the prosperity 
of the Nation. It is still difficult, Dr. Burns emphasized, to conceive of full- 
fledged prosperity without a prosperous steel industry. However, even steel 
men have now become accustomed to relying on other, more general, indicators to 
test the state of the economy. The following are the'criteria most widely 
relied on: 

1. Gross national product—the dollar value of the Nation’s total output of 
goods and services. 

2. Employment—particularly non-agricultural—the number of men and women 
who have jobs in industry, trade, and financial institutions. 

3. Personal income—the sum of individual incomes of those who participate 
in the economic processes either as wage earners or investors. 

4. Disposable personal income—the sum of individual incomes minus the sums 
paid out in income taxes by individuals. 

5. Bank debits outside of New York City. 

6. Federal Reserve Index of Industrial Production—this is not a measure of 
total output, but merely a measure of manufacturing and mining activity. 
While these industries are of paramount importance to the Nation, they account 
for only a minor part of the whole. 
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7. Railroad carloadings—another indicator of the volume of industrial pro- 
duction. While railroads are not as important as shippers as they once were, 
earloadings continue to be a useful indicator of what is going on in the economy. 

The onset of the economic contraction occurred in approximately July of 
last year, Dr. Burns continued, and between then and May of this year, the 
economy has moved downward in the following order of magnitude: (Dr. Burns 
cautioned that the figures he would cite are partly estimated since May figures 
are not available in all instances ; also the figures have been seasonally adjusted.) 

1. The gross national product has declined approximately 3.7 percent. 

. Nonagricultural employment is off about 3.6 percent. 

3. Personal incomes are off 1.7 percent. 

. Disposable personal income—the decline is well below 1 percent. 

5. Bank debits outside of New York—for April an increase over the middle of 

st year of .8 of 1 percent is indicated. 

. The Federal Reserve Production Index is off about 9 percent. 

7. Railroad carloadings are off 13.3 percent. 

For the most part, Dr. Burns commented, the decline has centered largely in 
manufacturing activities and, within the manufacturing sector itself, the de- 
cline has been heaviest in the durable goods sector. Steel production, for ex- 
ample, is down 21 percent. 

Dr. Burns compared the current contraction with those that occurred during 
1948-49 and 1937-38, explaining that the statistical comparisons are based at 
that point in time corresponding to the present contraction. In other words, 
the figures indicate the state of the economy 10 months after the peak of 
activity. 


| Present contrac- 


| tion, percent 
tar Rp 8 . | 1948-49 contrac- | 1937-38 ! contrac- 
| decline (partly tion, percent | tion, percent 


We ieee | decline decline 


available) 





Gross national product 


Nonagricultural employment. -.- 
Personal income. . i ctamicck 

Disposal personal income - - 

Bank debits. __- Sais 
Federal Reserve Index of Industrial Production__- 
Carloadings..-. 


i & So C3 go BO CO 
Ow eC 


to 





1 1937-38 contraction started from submerged peak. 

2 Less than 1. 

3 Not available. 

‘ ede (for April 1954 as compared with middle of last year). 

* ADO ° 

Steel production during 1937-38 was down 62 percent as compared with the 
present 21 percent. 

Another way of comparing the magnitude of contractions is to observe the 
absolute level of unemployment. (The figures cited by Dr. Burns have been 
seasonally adjusted.) For the month of May 1954 the 3.5 million figure is a 
little lower than the corresponding figure for the 1948-49 contraction which was 
3.8 million, and substantially lower than the 9.8 million figure registered 
during the 1937-38 contraction. Dr. Burns called attention to the fact that 
the present work force is substantially larger than that existing during the 
earlier contractions, so that the present 3.5 million figure must be thought of 
as being related to a much higher figure than that to which the 1937-38 9.8 
million and the 1948—49 3.8 million were related. 

All in all, Dr. Burns believed that the present decline is very mild indeed. A 
decline such as this would have received little attention in the past, he observed. 

Commenting on the reasons for the mildness of the decline, Dr. Burns was of 
the opinion that a large part of the credit must go to private enterprise itself 
which, during this entire period, not only maintained its investment expenditures 
at close to the 1953 level, but entered into new commitments on a rising scale. 
The Government has also played a part, he added. Policies pursued by the 
Government have helped to inspire confidence on the part of both business and 
consumers about the future of the country. With the type of economy existing 
today, it is easy for business firms to cut investment expenditures and for con- 
sumers to reduce drastically their spending without lowering their standard of 
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living for many months. Much of the spending that takes place is of a highly 
postponable character. The fact that the level of expenditures has been main- 
tained throughout the economy is indicative of great confidence, Dr. Burns 
declared, adding that governmental policies have contributed to the establishment 
and maintenance of this situation. 

On the one hand, the Government has avoided an emergency program which 
many had urged. Had that been done, a crisis atmosphere might have resulted, 
choking off private investment and consumer spending. Thus, while avoiding 
an emergency program, the Government moved to ease credit restrictions and to 
reduce taxes; also, at a time when the unemployment rate stood at 3 percent, the 
administration presented to Congress a legislative program that called for a 
revision of the tax structure in a manner that would serve to stimulate business 
investment and home modernization: it also called for improving and extending 
the highway system in the interest of providing the facilities needed for the pri- 
vate economy to expand; further, it called for a variety of measures to protect 
and promote economic stability, the most important aspect of which was the 
extension of social-security benefits to those not already covered by that pro- 
gram and an increase in the benefits to those already participating. 

Whether the policies followed by the administration have been fully adequate 
to cope with the situation that has developed is controversial, Dr. Burns remarked, 
but his opinion was that by and large the policies seem to be working reasonably 
well. In recent weeks and months, a noticeable revival has been evident in 
investment financing and, to a smaller and less significant extent, in the com- 
modity markets. Construction contracts indicative of future business are run- 
ning well above a year ago. A 7 percent rise was noted in January of this year 
and the trend has been steadily upward to a 35 percent increase in the first 3 
weeks of May. This means an increase in orders placed for materials and prod- 
ucts which support the construction industry. It also means an increase in 
orders for durable goods. 

Another item of interest is that the stock market has risen very consistently 
since last September. Dr. Burns placed little importance on the drop in the 
stock market which occurred on June 8. 

The trend in the commodity market is also encouraging, he said. Prices for 
steel scrap, for example, have risen 20 percent since March. Lead scrap has 
risen é¢ven more. Zinc, shellac, rubber, and wool tops have all shown a revival. 
Dr. Burns felt that the Indochina crisis has influenced the commodity market to 
only a very small extent. The basic reason for the commodity rise, he believed, 
is that not only has the United States economy remained strong, but an upward 
movement has occurred in Western Europe. The demonstration that the Euro- 
pean economy can develop momentum on its own may prove to be an outstanding 
happy historical event and may change the course of political thinking and 
action for a generation, Dr. Burns emphasized. 

The developments in the investment, financial, and commodity markets are 
considered important, Dr. Burns said, because historically movements in these 
markets precede an upturn in industrial activity and employment. The Federal 
Reserve Index indicates that April showed no change from March. This was a 
preliminary figure which has not yet been revised. Dr. Burns predicted, however, 
that, when revised, the April figure will be a fraction higher than March. The 
same may be true for the May figure, which was at the same level as the April 
figure. 

Referring to the employment situation, Dr. Burns pointed out that, during 
the past 2 months, unemployment has declined and employment has increased. 
These movements are of a seasonal character, and as far as increases and 
diminution in employment are concerned, the movement is somewhat smaller on 
the favorable side than one might expect for this season of the year. However, 
a significant fact is that the length of the workweek in manufacturing industries 
has increased 0.3 of a month between April and May. On a seasonally adjusted 
basis, the average length of workweek has run: 

Hours 
39. 
39. 
; 39. 
February asks. a oe 
January ‘ 39. 


There is some evidence of a recovery in the average length of the workweek, 
Dr. Burns continued, adding that that is a very significant turn of events, if 
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true, because characteristically manufacturers adjust the amount of work han- 
died by the existing work force before they change the size of the work force 
itself. Therefore, the average length of the workweek will turn up sooner than 
will the number of men employed in factories. Thus, considering the volume 
of employment at the present time and comparing the month of April with the 
month of May, instead of thinking of the number of men employed, if the number 
of man-hours worked is considered, there is qualitative judgment that the decline 
in employment has halted. 

Despite all these encouraging signs, Dr. Burns cautioned against viewing the 
situation with complacency. Government, for its part, intends to remain alert, 
and it will use every opportunity to stimulate and strengthen the natural processes 
of recovery. 

Discussion.—Asked if the Federal Reserve index will continue higher in the 
third quarter, Dr. Burns commented that, in speaking of the economic future, 
almost as much reliance must be placed on the viscera as on the purely intellec- 
tual processes. Emphasizing that he was in no way prophesying, Dr. Burns 
expressed the hope and expectation that production in the fall will be higher 
than at present. Developments must be awaited as they occur and prompt adjust- 
ments made to them, he added. 

A comment by a committee member, that steel production may decline in July 
as many orders normally placed for production in that month are being antici- 
pated because of the possibility of a steel strike or an increase in prices, prompted 
Dr. Burns to ask for comments from the other committee members on this 
trend. If buying is being anticipated because of an expected price rise, such 
activity might act as a stimulant to business, he remarked. On the other hand, 
if the buying is inspired by fear of a strike, that would mean that the industry is 
getting tomorrow’s business today. A poll of the group brought forth the follow- 
ing comments: 

Three committee members noted no change in the buying habits of their 
customers. 

Eleven committee members noted changes of varying degrees. The remainder 
of the group did not comment. 

Of those who noted changes, 2 committee members stated that advance tonnage 
is being anticipated to a rather small extent because of the strike threat; another 
estimated that 5 percent of shipments represent anticipatory buying; 3 reported 
a rise from 2 to 2.5 percent to 5 percent during June; they attributed this to a 
change in inventory policy (from 20 to 40 days) as well as to a possible increase 
in defense requirements. They doubted that buying has been prompted by fear 
of a work stoppage. In July, these companies may decide to return to the 
lower inventory basis. One committee member noted an insignificant change, 
except for one commodity which he did not name. 

One company reported increases from two accounts. A third committee mem- 
ber estimated a 5-percent increase in orders for cheap products to be delivered 
in June in anticipation of a strike. Aside from anticipatory buying, July produc- 
tion will be even more affected because it is the normal vacation period for the 
industry, the committee members pointed out. 


REVIEW OF EXPORT SCRAP SITUATION 


Background.—Mr. Kerber recalled that, at the December meeting of the 
committee, Secretary Weeks expressed extreme interest in the exportation of steel 
scrap. Reviewing these discussions, Mr. Kerber pointed out that up to the fourth 
quarter of 1953 the export of scrap had been licensed under a small quarterly 
quota, except to Canada. In line with the administration’s policy of removing 
controls and in view of the easing of the scrap supply as well as the insistence 
of the scrap industry, the Department of Commerce, beginning with the fourth 
guarter of 1953, eased the restrictions on exportation of scrap, retaining certain 
safeguards. The question at the time of the last meeting was whether the export 
of scrap should be further eased. 

In line with Secretary Weeks’ suggestion and upon the committee’s recom- 
mendation, the Iron and Steel Scrap Export Task Group was appointed to study 
the problem. Represented in it were the following: 1 member from the Steel 
Products IAC, 3 industry members from the scrap committee of the American 
Iron & Steel Institute, 1 member from the steel foundry industry as well as 1 
from the cast iron industry, and 4 members representing dealers and brokers. 

At its first meeting in February 1954, the task group recommended that then 
existing controls be continued through the first quarter of 1954. Following that 
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meeting, the rate of steel operations decreased, and reports came in calling atten- 
tion to the sharp drop in scrap purchases, which was in marked contrast to 
the accelerated rate existing in 1953, when plant inventories were being built up. 

At the second meeting of the task group on March 23, the steel-industry mem- 
bers agreed with the other members that, due to further deterioration in the 
scrap market, steps should be taken to aid the scrap industry. Accordingly, it was 
recommended that the validity of export licenses be extended to 6 months instead 
of 2 months and that applicants no longer be required to show certificates of 
inspection as to grades or availability, thus permitting them to fill orders as 
scrap accumulated. These recommendations were submitted to the Secretary of 
Commerce (through the Advisory Committee on Export Policy) and are now in 
effect, Mr. Kerber added. It was further recommended that, to guard against 
the possibility of scrap exports reaching excessive proportions, the matter be 
reviewed by the task group every 3 months, or as often as necessary. 

The task group’s recommendations, Mr. Kerber believed, comply with the Secre- 
tary’s request that every precaution be taken to prevent a mass movement of scrap 
from this country. He recalled the committee’s recommendation that the task 
group be constantly available to advise the Secretary, through the committee, on 
the matter of scrap exports. 

In the fourth quarter of 1953, about 75,000 tons of scrap were shipped against 
total licenses issued of approximately 220,000 tons, Mr. Kerber reported, while in 
the first quarter of 1954, shipments of roughly 213,000 tons were made against 
about 196,000 tons licensed. He also noted that about as much scrap was ex- 
ported in the first quarter of 1954 (212,742 tons) as was exported for the entire 
vear 1953 (211,876 tons). 

Most of the scrap exported in the first quarter of 1954 was destined for Japan, 
although a substantial quantity went to Mexico, Mr. Kerber said. 

As for the second quarter 1954, licenses, though high in April, dropped off in 
May. However, figures for the first 7 days of June indicate an increase over 
April. Figures on shipments during this period are not yet available. Mr. 
Kerber remarked that the greatest amount of licensing is done at the beginning of 
a quarter, probably in anticipation of the exporters’ needs for the quarter 
That probably acounts for the high April figure. Also, he noted, licenses con- 
sistently exceed shipments. 

Domestic scrap situation.—Reporting on the domestic scrap situation, Mr. 
Kerber said that certain segments of the scrap industry early in the year brought 
to the attention of Assistant Secretary Teetor the plight of the scrap industry. 
One of their complaints was that the steel industry was using an increased 
amount of hot metal. The scrap industry was told that this was an interim 
situation and that a leveling-off of hot-metal consumption could be expected. 
Since these complaints were registered, many blast furnaces have been shut 
down. 

Commerce and ODM officials continue to receive a flood of letters from Con- 
gressmen and from members of the scrap industry—mostly yard dealers up and 
down the coast—regarding the depressed state of their business and especially 
stressing the fear of a breakdown in the scrap collection machinery that had 
been organized and stimulated during the Korean emergency. One method of 
relief which the scrap industry has advocated is Government stockpiling of 
scrap in the form of ingots. Although ODM has been petitioned by the industry 
to set up stockpile machinery for this purpose, no decision as yet has been made. 
Meanwhile, conditions as to price and volume have somewhat improved in the 
scrap industry, Mr. Kerber noted. Recognizing that this is an economic prob- 
lem brought on by business conditions and the lower rate of operation, he felt 
that the committee should be apprised of the scrap-industry’s protestations to 
the Government. 

The problems of the scrap industry have also been discussed with Mr. Robert 
Wolcott, chairman of the AISI Scrap Committee. who met with Mr. Teetor and 
other agency officials. Subsequently, Mr. Wolcott presented these problems to 
the institute, through its scrap committee, without any comment as to the merit 
of the complaints. 

Statistics on consumption of pig iron and scrap and on scrap inventories.— 
According to statistics compiled by the Bureau of Mines, Mr. Kerber said, con- 
sumption of pig iron by open hearth, Bessemer, and electric furnaces in past 
years ranged from 52 to 53 percent. Last year, when production was high, 
the level reached was as high as 56 percent, which rise was attributable to the 
decline in consumption of scrap. Pit-iron consumption has now declined to 52.8 
percent. As explained to the scrap industry, blast furnaces were kept operating 
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to avoid the difficulties connected with shutting down. However, 25 percent of 
the blast furnaces are down at the present time, Mr. Kerber said. 

Commenting on the use of scrap by all types of consumers, Mr. Kerber said 
that in previous years consumption of pig iron ranged from 48 to 49 percent, 
reaching a peak of 52 percent last year. A marked drop to approximately 47 
percent in April indicates, Mr. Kerber believed, that the scrap industry has 
more or less found its level or has improved it. 

Stocks in consumers’ yards.—The following figures on stocks in consumers’ 
yards were given: At the end of 1953, scrap inventories reached a peak of 6.4 
million tons. A 7 percent drop (470,000 tons) was noted by the end of April 
1054, however. 

Scrap receipts were reported as having increased 200,000 tons from January 
through April of this year, or 13 percent. 

The 7-percent decrease in inventory coupled with the 13-percent increase in 
scrap purchases, it is believed, indicates that the scrap situation is improving. 
In addition, an increase of $7 to $8 per ton in average composite price was noted. 

Despite the improvement indicated by the figures cited, the scrap industry is 
insistent on maintaining the high rate of operation required during the Korean 
emergency to meet defense needs, Mr. Kerber pointed out. 

Discussion.—Referring to the sharp increase in scrap exports during the first 
quarter of 1954, which is expected to continue in the second quarter, Mr. Kerber 
asked for expressions from the committee as to the point at which this country 
should become alarmed at movements of scrap to foreign countries. 

Mr. Honeywell, commenting that no figure had been arrived at, believed that 
the committee might be in the best position to advise whether a limit should 
be established. 

Commenting on a committee member’s suggestion that consideration should 
be given to how much scrap this country is willing to have reach Japan, Mr. 
Weeks reminded the group that the international aspects of the situation must be 
kept in mind. Our relationship with Japan at the present time, he emphasized, 
is not the same as it was in 1939—40. 

John Claussen, Iron and Steel Division, BDSA, doubted that Japan could con- 
tinue buying United States scrap at the present rate because of financial prob- 
lems. However, several other countries are actively buying United States scrap. 

While the committee did not believe that scrap exports had reached an alarm- 
ing figure, it recommended that the Iron and Steel Scrap Export Task Group 
review the movement of scrap out of this country and indicate whether a ceiling 
on exports is called for. The committee indicated that it would support the find- 
ings of the task group. Mr. Weeks suggested that a representative from the 
State Department be invited to sit with the group. 

Mr. Kerber indicated that a meeting of the task group would be called and 
appropriate Government officials invited for the purpose of bringing forth a 
proper recommendation to be submitted to the Secretary of Commerce, through 
the Steel Products Industry Advisory Committee. There is a lag of 6 weeks 
in the report on actual shipments, so figures on shipments for April will soon 
be available from which the trend could be analyzed. 

H. B. McCoy, Deputy Administrator, BDSA, explained that in instances where 
the United States has entered into international agreements there are restric- 
tions on the reexportation of United States exports. The Office of Export Con- 
trol watches reexport of shipments to other countries very closely, and exports 
to countries not normally purchasers of scrap, for instance, would cause them 
to be immediately suspect. 

In answer to questions of committee members, Mr. Kerber explained that 
there was no change in the regulations regarding the issuance of licenses or 
in the standards to be complied with, except for the extension of the validity 
period of licenses from 2 to 6 months and the discontinuance of certificates 
of inspection. 

Asked when export licenses for the third quarter could be applied for, Mr. 
Kerber believed that this could be done in June. The Bureau of Foreign Com- 
merce is the licensing agency, he added. He was not able to estimate the total 
amount of licenses to be issued in June, however, but assured the committee that 
this matter would be watched closely. 

After some discussion on the feasibility of stockpiling scrap in the form of 
ingots, the committee members expressed themselves as opposed to any such 
action by the Government. Their view was that it would be wasteful to create 
a Government stockpile of ingots because of the difficulty of identifying them 
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for a particular requirement; also, a stockpile of scrap already exists in dealers’ 
yards. Mr. Honeywell told the committee that ODM has as yet made no decision 
on this matter; neither has the question been raised with BDSA. If and when 
such a program is contemplated, he added, BDSA will be given an opportunity 
to submit its recommendations. 


PRESENTATION OF INDUSTRIAL DEFENSE PLANNING MANUAL 


Mr. Kerber presented to the committee the Industrial Defense Planning Manual 
prepared by the Steel Task Group on pre- and post-attack planning, with the 
assistance of Mr. J. T. Shillingford of United States Steel Corp. and Mr. W. R. 
Ramsey of Jones & Laughlin Steel Corp. 

After discussion, the committee members unanimously recommended that the 
manual be accepted by the Committee and, through the Iron and Steel Division, 
be made available to the entire iron and steel industry for such independent 
action by each company as fits its particular operation. They also gave high 
praise to the task group members and Messrs. Shillingford and Ramsey on the 
excellence of their work. 

Calling attention to the lack of funds available to BDSA for printing, Mr. 
McCoy asked for expressions from the committee as to how publication of the 
manual might be financed. After some discussion, the committee suggested that 
BDSA officials discuss directly with the American Iron & Steel Institute the 
possibility of its underwriting the cost of publishing the manual. Mr. Kerber 
also stated his intention of continuing the task group on pre- and post-attack 
planning so that it may be consulted from time to time as the need arises. The 
committee raised no objection to this procedure. 


DISCUSSION OF FULL MOBILIZATION REQUIREMENTS AS RELATED TO SUPPLY AND 
PRESENT FACILITIES 


Mr. R. C. Lanphier, Director of Planning and Review, Office of Assistant Secre- 
tary, Department of Defense, spoke on the organization which has been estab- 
lished in the Department of Defense with respect to planning for industrial 
production and industrial needs. The necessity for this function, he explained, 
was recognized by Secretary of Defense, C. E. Wilson last year and, under Re- 
organization Plan No. 6, the Office of Assistant Secretary for Supply and Logistics 
Was established. In staffing this Office, a consistent policy of recruiting men 
from industry for key posts has been followed, Mr. Lanphier said. He displayed 
a chart showing the organizational structure which contains the following sub- 
divisions: Transportation; Cataloging and Standardization; Storage, Distribu- 
tion and Disposal of Surplus Property; Procurement and Production Planning. 
The Office of Assistant Secretary for Supply and Logistics has no responsibility 
for actual procurement. It neither negotiates contracts nor deals directly with 
contractors. It is, however, charged with the responsibility of guiding and in- 
structing the military agencies so that their operations may be conducted in as 
uniform and effective a manner as possible. 

Commenting on the concept of a central procurement agency, Mr. Lanphier 
explained that no such action is contemplated because of the feeling that such 
an agency might prove too unwieldy to administer. 

To insure effective analysis of military requirements, a form was devised 
early this year for use by all military agencies in stating requirements. The 
form calls for the use of uniform nomenclature, and it will be used in justifying 
the fiscal year 1956 budget. Provision has been made on the form not only for 
current requirements but also for anticipated requirements which would be 
needed under mobilization conditions. From this form the Office of Supply and 
Logistics will be able to calculate requirements for essential materials and to 
advise the Office of Defense Mobilization on facilities that will be needed to 
take care of war requirements. 

The value of the form, Mr. Lanphier pointed out, depends on how good the 
plans are for mobilization. At present, no modern and active mobilization plan 
exists. However, with the experience gained in the Korean conflict, an effective 
plan is expected to be developed on the basis of which mobilization requirements 
will be estimated. From this data, it will be possible to tell industry whether 
sufficient industrial capacity exists in terms of military needs. Present thinking 
is that, if requirements can be fixed on 1,000 principal end items, such figures 
would represent over 80 percent of the hard goods needed by the military in terms 
of dollar value. Control over these items will automatically keep other less 
important requirements in line, Mr. Lanphier believed. 





2060 WOC’S AND GOVERNMENT ADVISORY GROUPS 


Mr. Lanphier :lso commented on the relationship of the requirements program 
to the production-allocation program, which was initiated this spring. Industry 
is being notified in advance what the requirements are, and the various com- 
panies are being informe dof the type of product they will be required to produce 
in event of mobilization. 

In its production allocation program, the Department of Defense is endeavor- 
ing to obtain as wide dispersion of the needed production as possible and, where 
this is not possible, to provide for dual sources of supply for the critical and 
long lead-time items which are most necessary to defense and offense operations 
of the military machine. 

In addition to the aforementioned activities, the Office of Supply and Logistics 
plans to utilize a thorough followup system of what has actually been produced 
against orders placed so that it will know at all times whether schedules are 
being met and what supplies are available. 

The program of augmentation and modernization of the Armed Forces since 
Korea has been a sizable achievement in war-goods production, Mr. Lanphier 
commented. While not on the side of an all-out effort and roughly a third of 
the World War II peak, considering the concurrent level of civilian production 
during these past 3% years, it is impressive, he added. 

Total expenditures for the United States military program reached a peak of 
$43.7 billion in the fiscal year 1953, and expenditures are expected to total about 
$41.5 billion in the current fiscal year, ending June 30, 1954. (These figures 
are exclusive of mutnal defense assistance program funds.) 

The funds requested of Congress in the United State military budgets for the 
next fiscal year (fiscal year 1955), together with unexpended balances from 
previous years, would result in a total expenditure of about $37.5 billion in the 
fiscal year 1955, or about $4 billion less than this year. 

With the aid of a chart, Mr. Lanphier illustrated the progress that has been 
made in equipping and modernizing the Armed Forces. The chart showed the 
total dollar value of actual deliveries of military supplies and equipment of all 
kinds and the value of military construction work done in each quarterly period 
since July 1950. In the hard goods or durable goods category, the product of 
the metal working industries, have been included the aircraft, tanks, weapons, 
ammunition, electronics, and other equipment used by the combat forces, and 
also the construction machinery, materials-handling equipment, and similar 
equipment used to support the combat troops. Mr. Lanphier identified the soft 
goods category as consisting mainly of food, clothing, and petroleum products. 

The value of deliveries of all military supplies and construction was increased 
steadily from the level of about $400 million per month immediately after the 
invasion of South Korea to a peak of about $2.8 billion in May and June 1953, 
and again in October 1958. In the January—March quarter of this year, the rate 
has been in excess of $2.25 billion. 

Another chart illustrated that most of the rapid increase after Korea was ia 
the output of the durable goods industries. Military hard goods deliveries were 
stepped up from about $300 million per month, in the middle of the calendar 
year 1950, to a peak of about $2.4 billion in May and June 1953. This eightfold 
increase, mostly in hard-to-make, specialized types of combat equipment, put 
about $6 billion worth of new equipment in the hands of the Armed Forces 
during fiscal year 1951, $17 billion in fiscal year 1952, and $25.5 billion in fiscal 
year 1953. In other words, a total of about $67.25 billion worth of hard goods 
equipment has been delivered since the start of the action in Korea (through 
March 1954). The rate of construction likewise has been increased very sub- 
stantially, while deliveries of soft goods have been held to a more stable level 
since early 1951. 

Pointing out that data are not available on the use of steel in military produc- 
tion before Korea, Mr. Lanphier remarked that, with procurement budgets of 
all 3 military departments on the order of $5 billion a year, the steel usave 
was probably under 400,000 tons per quarter. The first quarterly program 
determination (for the third quarter of 1951) allowed for military A products 
only a total of 1,775,000 tons of steel, 1,375,000 tons of carbon, 380,000 tons 
of alloy, and 20,000 tons of stainless steel. A gradual upward trend existed 
until 3 quarters later, i. e., the second quarter of 1952, in which the peak 
quarterly allotment of steel for military A products reached 2,102,000 to 
1,712,000 tons. The decline continued until by the third quarter of this year it 
had reached a level of about a third (684,000 tons) of that existing during the 
last quarter of active Korean combat, reflecting mostly the sharp cutback in 
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the ammunition program. The decline in stainless, importantly associated with 
the aircraft program, has not dropped as sharply. om! 

High-yield strength, low-alloy steel is used in guided missiles and airborne 
equipment requiring great strength with as light a weight as possible. Large 
diameter hot-rolled bars are used in cold extrusion of shells and a large variety 
ef other military items. The programs that are heavy on requirements for 
steel, at least to support combat, are ammunition, the tank-automotive program, 
ships, aireraft, and construction, in that order. Last quarter, there was a par- 
ticularly heavy drop in the ammunition program steel requirements. 

In commenting on the strong interest which the Office of Supply and Logistics 
has in the mobilization study in which the Steel Task Group on Mobilization 
Controls has been engaged, Mr. Lanphier also mentioned that the Department 
of Defense is studying the possibility of stockpiling semifinished steel in the types 
suitable for both military and civilan production. 

Committee members called Mr. Lanphier’s attention to a recommendation, 
which had been made before his arrival at the meeting, opposing the stockpiling 
of the semifinished steel products referred to on the ground that such a program 
would be impracticable since semifinished steel for military products would not 
necessarily be suitable for civilian products. Both Mr. Lanphier and Mr. 
Honeywell assured the committee that no action of this nature would be taken 
without first consulting the committee. 

Answering a question, Mr. Lamphier foresaw no increase in military require- 
ments for ammunition. Although he was unaware of such a requirement, Mr. 
Lanphier indicated that increases might be contemplated by those charged with 
administering mutual defense aid. 

At the conclusion of Mr. Lanphier’s presentation, Mr. Kerber mentioned 
that one of the major undertakings of the Iron and Steel Division is that of 
full mobilization planning. This is being done at the specific direction of the 
Office of Defense Mobilization, which is furnishing BDSA with screened require- 
ments for military, AEC, and civilian products, based on the highest total 
economy possible under M-day. 

The job of the Division is to translate these requirements into forms, shapes, 
and grades of steel mill products, and allied iron products, and ferroalloys. A 
task group of commercial research men from the industry has been appointed, 
and it will probably spend considerable time over the next several months on 
this problem. 

A similar job is being done by the Castings Branch and the Forgings Section, 
both of which have task groups to aid in developing a breakdown of critical sizes 
and quantities appropriate to their industries. 


FURTHER DEVELOPMENTS UNDER THE REVISED DMS REGULATION 1 FOR FULL 
MOBILIZATION PLANNING 


Victor Cooley, Deputy Director, Office of Defense Mobilization, explained that 
ODM is a small staff agency charged by law and Presidential directive with 
overall responsibility in the area of civilian defense mobilization for coordina- 
tion of production, procurement, stabilization, manpower, and transportation. 
Except for the issuance of tax amortization certificates and certificates of 
essentiality, the agency has no operating functions. In other words, ODM, Mr. 
Cooley said, is a planning agency that depends on other agencies to implement 
its plans and policies. 

The greater part of ODM’s work is in the area occupied by BDSA. Comment- 
ing on the highly satisfactory and productive relationship existing between 
ODM and BDSA, Mr. Cooley believed that this is attributable to the leadership 
of men from industry who, on a without-compensation basis, head up the BDSA 
industry divisions. ODM also follows the practice of borrowing men from indus- 
try. For example, the Mobilization Advisory Committee, whose principal job 
is to review and criticize ODM’s program, is staffed by executives from industry 
as well as from various foundations. 

Referring to ODM’s activities in the field of stabilization, Mr. Cooley explained 
that its responsibility is to have plans ready to meet emergencies of varying 
degrees, ; 

(ne of the controls with which industry is particularly familiar is the DMS, 
which replaced the CMP last July. On April 1 of this year, DMS was further 
simplified and it now provides a framework that can be expanded to the degree 
needed depending on the type of emergency with which the country is faced. 
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At present, it is applicable only to materials needed for military and atomic 
energy production and construction. 

While the imposition of controls in the military area is authorized ber law 
(Defense Production Act), no such legislation has been enacted to cover civilian 
controls, such as wages, prices, rents, inventories, credits, ete. Therefore, in 
the event of military involvement, the President would have to obtain the 
approval of Congress before he could impose civilian controls, 

While the administration is generally opposed to controls, Mr. Cooley empha- 
sized it is also opposed to inflation. He expressed the belief that, if this country 
becomes involved in another conflict, the administration would probably seek 
authority to impose the necessary controls, but for only as long as the emergency 
exists. 

Another aspect of mobilization readiness is to have a reserve of business 
executives from which to staff an emergency agency. The practice followed by 
ODM, BDSA, and other agencies of having businessmen serve the Government 
on a rotation basis is one way of building up a reserve of industry men who are 
familiar with Government operations. This rotation process might be stepped 
up, Mr. Cooley believed, so as to strengthen and enlarge this reserve. 

Pointing out that this country has never experienced attack on its own soil 
or been devastated by enemy bombing, Mr. Cooley said that plans must be made 
now for continuing military as well as essential civilian production in the event 
that an attack becomes a reality. Since it is assumed that the highly concen- 
trated industrial areas may be the natural targets of the enemy. he urged that 
the steel industry—which is so vital to this country—seriously consider the prob- 
lem of continuing or resuming operations in case of damage by enemy attack. 
Many other industries have already made such plans. Although ODM expects 
to more actively suggest measures to be taken by other Government agencies, its 
principal appeal is made to BDSA because of its primary concern with industry. 

Another aspect of being prepared is maintaining an adequate stockpile of 
critical materials. The policy of maintaining a Government. stockpile of critical 
materials is not a result of a casual decision but it represents the considered 
judgment of ODM, Department of Defense, and the National Security Council. 

Commenting on the stockpiling of nickel, Mr. Cooley said that the supply of 
nickel might be adequate if an emergency did not come before 1958-60, but at the 
present time it is not as plentiful as it should be. 

Conceding that nickel is badly needed for commercial uses, Mr. Cooley empha- 
sized that a Government stockpile of the metal is also most essential to national 
security. He referred to criticism which has been leveled at the quantities of 
nickel going to the stockpile and explained that much of it had been procured 
with Government aid. Without such aid, this nickel would not have been 
produced, 

Efforts are being made to increase the nickel supply. For example, some 
nickel is being purchased in the foreign market. 

Commenting on the future supply of nickel for civilian use only, Mr. Cooley 
said that 1954 is expected to show a 15-percent increase over 1953. If military 
requirements continue to fall off, the supply in 1955, for civilian use only, may 
increase as much as 25 percent over 1953. He pointed out, however, that nickel 
for commercial use was comparatively scarce the first and second quarters 
of 1953. 

Acknowledging the important part that the steel industry plays in the national 
economy, Mr. Cooley said it was gratifying to know that it can be counted on to 
do anything that is in the Nation’s interest. 

Mr. Honeywell called to Mr. Cooley’s attention the Industrial Defense Plan- 
ning Manual which was prepared for the steel industry. 

Referring to recent stories in the press concerning standby orders, a committee 
member urged that the steel industry be consulted before plans are too far 
advanced. 

Both Mr. Honeywell and Mr. Kerber told the committee that no plans affect- 
ing the steel industry would be finalized without prior consultation with the 
committee. 


PROPOSED ORGANIZATION CHART FOR THE STEEL DIVISION UNDER FULL MOBILIZATION 
AND STANDBY WOC MANNING 


In his state of the Union message, Mr. Kerber recalled, the President made the 
following statement: “The ability to convert swiftly from partial to all-out 
mobilization is imperative to our security.” 
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In line with this thinking, the ODM put into effect a program of standby 
plans and orders under full mobilization, often referred to as “shelf orders.” 
To further implement this policy, Mr. Honeywell had requested the Iron and 
Steel Division to prepare a proposed organization chart of the Steel Division 
under full mobilization. Copies of the chart were provided the committee 
members at the meeting. 

In preparing the chart, Mr. Kerber explained, BDSA’s Iron and Steel Division 
studied the best WPB and NPA charts and made changes which might result 
in a better operation. Suggestions made by the Steel Task Group on Mobiliza- 
tion Controls were also incorporated in the chart. Mr. Kerber pointed out that 
the chart is of little value without proper manning from industry and Govern- 
ment. 

Complimenting the steel industry on its contributions to the WOC program, 
which have done much to stimulate the activities of BDSA, Mr. Honeywell 
explained that the chart is indicative of the size of the job to be done in the 
event of a limited emergency such as Korea, requiring expansion of the DMS. 
Again the Government would have to call on the steel and other industries for 
assistance in staffing the agency. 

Adding that changes may be made, Mr. Kerber asked for comments from the 
committee. They were also asked to suggest the names of men from their ranks 
to fill each position so that the organization could be staffed almost at a moment’s 
notice. 

Mr. Honeywell reiterated that the chart was merely for standby purposes, and 
he doubted that it was even necessary to discuss the matter with individuals 
named at this time. 

In discussing the matter, committee members questioned the wisdom of sub- 
mitting a series of names now. Personnel turnover in the interim period might 
delay the operation, they explained. Reference was made to a consultants com- 
mittee which existed during NPA days, and a committee member believed that a 
similar group could be established to staff the Iron and Steel Division almost 
immediately. 

Asked by Mr. Honeywell if the industry would be willing to prepare a standby 
list of proposed WOC’s now—but not submit it to BDSA until called for—the 
committee members assured him that he could consider such a list ready and 
available. 

CLOSING REMARKS 


Complimenting the steel industry on its capacity to move quickly in any emer- 
gency, Mr. Honeywell thanked the committee members for their attendance. 

Mr. Kerber took occasion to commend Mr. Charles Halcomb, Deputy Director, 
Tron and Steel Division, for the splendid work he has done in the Division. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF TITANIUM PRODUCERS AND FABRICATORS INDUSTRY 
ADVISORY COMMITTEE, NOVEMBER 18, 1954 


Harry B. Sharpe, Miscellaneous Metals and Minerals Division; Government 
presiding officer 


COMMITTEE MEMBERS 


*Clark W. King, Allegheny-Ludlum Steel Corp., Pittsburgh, Pa. 

*J. J. Kanter, Crane Co., Chicago, Ill. 

*Ralph M. Hunter, Dow Chemical Co., Midland, Mich. 

*J. Shrawder, Jr., E. I. du Pont de Nemours & Co., Wilmington, Del. 
*Leo M. Harvey, Harvey Machine Co., Torrance, Calif. 

*James A. Roemer, Mallory-Sharon Titanium Corp., Niles, Ohio. 

*C. I. Bradford, Rem-Cru Titanium, Inc., Midland, Pa. 

*Peter Robertson, Republic Steel Corp., Cleveland, Ohio 

*E. R. Rowley, Titanium Metals Corporation of America, New York, N. Y. 
*Arthur Lytle, Union Carbide & Carbon Corp., New York, N. Y. 


*Present at meeting. 
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GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 

Business and Defense Services Administration: 
William A. White, Sr., Assistant Administrator 
Herbert L. Cullen, Miscellaneous Metals and Minerals Division 
Herman Director, adviser for stockpiling 
Richard Blaisdell, Office of Public Information 
Charles R. Hersum, Director, Industry Advisory Committee Staff 
Anne Bethea, summary writer 

Other agencies: 

Office of Defense Mobilization: 
Dr. Herbert H. Kellogg, Chairman, Titanium Advisory Committee 
Edwin Harris, Chief, Light Metals Division 
N. C. Fick, hxecutive Officer, Titanium Advisory Committee 
James Dirken, Assistant General Counsel 

Department of Defense: 
Dr. Timothy C. May, Office of Assistant Secretary for Supply and Lo- 

gistics 

Col. T. B. Ardis, APRA 
I'red Hill, APRA 
John E. Walker, Department of the Army 
kh. L, Beardman, Department of the Navy 

General Services Administration: 
I. E. Weber, Production Materials Division 
Irving Gumbel, Director, Materials Division 

Other : 
John C. Barrett, Bureau of Mines, Department of the Interior 
Verne H. Schnee, National Academy of Sciences 


PURPOSE OF THE MEETING 


The Titanium Producers and Fabricators Industry Advisory Committee met 
on November 18, 1954, to discuss: (1) Developments since the last meeting, (2 
United States participation in trade-agreement negotiations with Japan, (3) 
review of recommendations on proposed specifications for titanium sponge for 
the national stockpile, (4) progress report on stockpile objective, (5) progress 
report on sponge expansion program, (6) contractual assistance for melting and 
processing facilities, and (7) requirements outlook for 1955. 

Harry B. Sharpe, Deputy Director, Miscellaneous Metals and Minerals Di- 
vision, BDSA, was the Government presiding officer. 


OPENING REMARKS 


Charles R. Hersum, Director, Industry Advisory Committee Staff, BDSA, 
opened the meeting and explained that it was called under the authority of the 
Defense Production Act as amended and extended. He also directed attention 
to the fact that a record of the meeting is kept, reflecting the highlights of the 
discussion, in which only Government speakers are identified. 

He then introduced the following new members of the committee: Mr. Leo M. 
Harvey, Harvey Machine Co.; Mr. Ralph M. Hunter, Dow Chemical Co.; 
Mr. Arthur Lytle, Union Carbide & Carbon Corp.; and Mr. Peter Robertson, 
replacing Mr. E. M. Richards, Republic Steel Corp. 


DEVELOPMENTS SINCE THE LAST MEETING (JULY 13, 1954) 


Mr. Sharpe stated that, as developments since the last meeting would be 
discussed by the various Government speakers as each agenda item is considered, 
he would not go into the matter at this point. 


UNITED STATES PARTICIPATION IN TRADE-AGREEMENT NEGOTIATIONS WITH JAPAN 


Directing attention to United States plans to participate in reciprocal tariff 
negotiations involving Japan, as announced on November 13 by the Interde- 
partmental Committee on Trade Agreements, Herbert L. Cullen, Miscellaneous 
Metals and Minerals Division, BDSA, revealed that titanium is included in the 
list of products on which the United States may consder offering tariff conces- 
sions. Full details of the negotiations are contained in a pamphlet, The General 
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Agreement on Tariffs and Trade (Department of State Publication 5653), copies 
of which may be purchased from the Superintendent of Documents, United 
States Government Printing Office, Washington 25, D. C., at 20 cents each. 

Replying to a question, Mr. Cullen said that only reductions in tariff will 
be considered in these negotiations. 

A committee member considered it incongruous that, on the one hand, the 
United States should encourage the industry to invest heavily in domestic 
plant expansion while, at the same time, it builds up the industry in Japan by 
purchasing Japanese sponge produced with cheap labor. To the extent that 
this is done, the program for building up the United States industry will 
be retarded. Asked how much Japanese sponge comes into this country, Mr. 
Cullen said that the present rate is about 10 tons a month. He also explained 
that tariffs are not the only problem, adding that certain agencies of the Gov- 
ernment strongly favor buying Japanese sponge for the stockpile. He suggested 
that the members submit their views on purchases of Japanese sponge for the 
stockpile to Edwin Harris, Chief, Light Metals Division, ODM. 

Irving Gumbel, Director, Materials Division, Emergency Procurement Serv- 
ice, GSA, pointed out that increased purchases from Japan are not an imme- 
diate problem because the Japanese have not yet built the plants to produce this 
sponge. 


REVIEW OF RECOMMENDATIONS ON PROPOSED SPECIFICATIONS FOR TITANIUM SPONGE 
FOR THE NATIONAL STOCKPILE 


At the segment meetings of the committee, Dr. Kellogg explained, discussion 
centered on the proposed specifications for titanium sponge for the national 
stockpile (copies of which were distributed to the committee members and Gov- 
ernment representatives), which were proposed by his Titanium Advisory Com- 
mittee on July 1, 1954, revised in the light of recommendations made by this 
IAC on July 13, and further discussed with the Interdepartmental Light Metals 
Committee on July 22. He then reviewed the highlights of those discussions 
as follows: 

Views of the titanium producers.—The titanium producers, Dr. Kellogg re- 
marked stated that they are constantly striving toward improved quality, but 
the rate at which they can improve quality is very definitely limited by tech- 
nological developments yet to come. The specifications as proposed may be too 
rigid, they said, if they are required to supply material to the national stockpile 
starting next year. In any event, tighter specifications would be most unreal- 
istic. The producers also believed that it was a good idea to have a number of 
grades of sponge segregated. 

Views of the titanium fabricators.—The important point made by the titanium 
fabricators, Dr. Kellogg said, was that grade A, or better, sponge is urgently 
needed both to improve the quality and to increase scrap utilization. They 
contended that, by dropping the Brinell average 20 points, they could double 
the use of scrap. The fabricators generally believed that, if grades A, B, 
and © are used, a preponderance of grade A would be needed to assure pro- 
duction of a quality product in the event of an emergency—perhaps 50 percent 
grade A, 15 percent grade C, the remainder being grade B. They realized, how- 
ever, that there would be difficulty in producing this material and stated that, if 
they had to work with less grade A sponge, they would do their best but could 
offer no guaranty as to quality, which they believe the consuming industry 
will require in the future. They also recommended elimination of the maximum 
specification limits. 

The fabricators, Dr. Kellogg continued, also suggested that the Brinells be 
changed somewhat on the A, B, and C grades. A possible breakdown suggested 
was to require 120-130 Brinell for grade A, which would raise the maximum 
and the average 5 points ; 130-150 for grade B, which would raise the maximum 
5 points and drop the average 5 points; and 150-180 for grade C, which would 
raise the maximum 20 points and drop the average 5 points. These changes, if 
adopted, would give a wider range in the quality of the three grades, Dr. Kellogg 
pointed out, and the Government would be accepting lots as hard as 180 Brinell; 
the result would probably be a greater tendency to keep materials segregated, 
which the fabricators believe it is necessary to do. The restriction on the 
amount of grade C to be purchased, which the fabricators believed would be 
useful in the future, makes it a tight specification ; however, there was a relaxa- 
tion in the Brinell hardness. The fabricators also pointed out that large 
quantities of grade A material would be needed for the newer alloys and for 
supersoft unalloyed material. 
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The major point brought out at the fabricators’ segment meeting, a committee 
member added, was the use of scrap. This is important, he stated, because the 
amount of scrap which can be used is limited by the quality of the sponge. 

Both groups, Dr. Kellogg continued, maintained that sponge should not be 
blended to bring the Brinell hardness down below a certain maximum but that 
every effort should be made to keep the sponge as fully segregated as possible, 
i. e., each lot made in a Kroll reactor should be kept separate, and 120 BHN 
sponge should not be mixed with 180 BHN to bring the maximum down to 160 
so that it can be sold to the Government. 

Thus, the problem of developing specifications for stockpile sponge is still un- 
resolved, Dr. Kellogg said, adding that what is desirable must be reconciled with 
what is possible. He had no solution to offer at this time. 

Discussion.—Discussion brought out a difference of opinion as to the relation 
of sponge purity to end result predictions. Some committee members stated 
that the purer the sponge, the better the prediction as to end results. For in- 
stance, in using 120 BHN sponge, with alloying additions, the end results as to 
yield strength, etc., can be predicted to a good degree of uniformity and with 
consistency ; with 140 BHN sponge, and the same alloying additions, there is no 
uniformity, they maintained. However, one member stated that his experience 
with alloys has been that they are as commercially predictable as pure sponge. 
Another member has found that none of the alloys require sponge below 140 BHN 
and that some oxygen has to be added to get the properties advertised for those 
alloys. 

PROGRESS REPORT ON STOCKPILE OBJECTIVE 


Before discussing certain general problems connected with the stockpile objec- 
tive, Mr. Harris described the problem of mobilization planning which confronts 
the Government, to show the committee where stockpiling fits in. He explained 
that stockpile information is necessarily classified because of the direct relation- 
ship between quantities of material in which the Government is interested and 
the military strength on which the Armed Forces are planning. 

In commenting on the materials job in general, he explained that the Govern- 
ment is directed by legislation to develop a supply of strategic and critical mate- 
rials, of adequate quantity and within a given time, needed to wage a successful 
war of a stated duration, while at the same time maintaining the civilian econ- 
omy at the minimum bearable level anticipated in full mobilization. In ap- 
proaching this problem, the first thing the Government must determine is the 
direct military and essential civilian requirements of materials needed to do the 
job. The military requirements are caleuated by the Department of Defense 
while those for the civilian economy are calculated principally by BDSA. To 
determine the total available supply to meet the projected requirements, produc- 
tion capacity is added to imports from contiguous sources that can be counted on 
in wartime. The difference between mobilization requirements and total supply 
is the mobilization deficit. After determining the mobilization deficit, the next 
step is to find ways and means of eliminating it. Several steps may be taken 
under existing legislation: Production capacity may be expanded with Govern- 
ment assistance, a stockpile may be accumulated, or a combination of the two 
may be used. In commenting on expansion with Government assistance, Mr. 
Harris explained that expansion in the case of long lead-time items may be 
started now while on other items it can be postponed until after M-day. 

For the first time, Mr. Harris stated, estimated full mobilization requirements 
for titanium are available. The Government has also prepared an estimate of 
what will be needed to maintain the small civilian business. Obviously, these 
figures are subject to revision, for they cannot be computed with finality. They 
do, however, indicate the magnitude of requirements, based on current knowl- 
edge. 

The titanium requirements are expressed in terms of mill products. To obtain 
flexibility in the stockpile, ODM has been advised by its technical experts not 
to stockpile titanium in a form more advanced than sponge. This means that 
ODM must translate the requirements data from mill products into sponge, 
necessitating a study of the whole production cycle, including the production of 
scrap. 

Referring to a flow chart for utilization of titanium, copies of which were 
distributed to the committee members, Mr. Harris explained that it is a simpli- 
fied version of major elements of the production cycle of the titanium industry, 
from sponge to usable end items. A study of the requirements figures showed, he 
said, that the heaviest requirement was for forged parts; therefore, a major 
development of scrap was inherent in the requirements schedule. It was obvious 
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that, before estimating sponge requirements, ODM would have to determine how 
much scrap would be generated and the amount that could be reutilized. Myr. 
Harris believed that the amount of scrap generated can probably be estimated by 
the same people in the Department of Defense who compiled the requirements 
figures. Bearing in mind the preponderance of forgings, he estimated that at 
the most 65-70 percent of the total mill products requirements, as now stated, 
will be generated in the form of scrap at the aircraft fabricators level. The 
Materials Advisory Board (National Academy of Sciences) has been asked to 
work on this problem to develop information on a reasonable scrap recovery 
factor, based on known technology. ODM is assuming, for the present, that 
possibly 60 perceit of the total scrap generated may be recovered and siphoned 
back into the titanium system. In addition, home or mill scrap is generated at 
the melters level. Available information shows that all but 10 percent of scrap 
generation from ingot to mill shape could probably be utilized under full mobili- 
zation. The 10 percent loss would be in ingot conditioning after melting. Since 
the problem is to determine how much new sponge must be injected into the sys- 
tem to produce the amount of mill shapes needed under full mobilization, it was 
necessary to evaluate these factors to arrive at an approximation of the amount 
of sponge that will be required. Those approximations have been made, and 
the size of the stockpile objective has been computed. Since it is a very substan 
tial figure, the question of specifications is very serious. The full mobilization 
requirements schedule is much larger than the actual use pattern to which the 
industry is accustomed. Therefore, making up the deficit is a tremendous }lan- 
ning problem. If a substantial amount of titanium is to be stockpiled, the ques- 
tion of what to put into the stockpile must be decided. 

Discussion.—Mr. Cullen noted that the Government agencies have been using 
certain factors, developed some time ago by a task group, for the amount of home 
scrap produced in the rolling of sheet (45 = recent’), forging billet (20 percent °), 
rolled bar and other products (25 percent * selieving that these figures may 
be low and subject to check by the adnate: } he asked the committee members to 
send him copies of their replies to the MAB inquiry on home scrap production, 
Mr. Harris added that the information needed by Mr. Cullen is the ingot tonnage 
that must be produced'to turn out a given amount of mill product. 

In reply to Dr. Kellogg's question, a member of the fabricators’ segment be- 
lieved that the 10 percent irrecoverable loss in melting, grinding and pickling was 
a good estimate. Several members also pointed out that an additional bleed-oft 
probably 15 percent, would occur in the mill operation. 


PROGRESS REPORT ON SPONGE EXPANSION PROGRAM 


Reporting on the expansion program for titanium sponge, Mr. Gumbel said 
that GSA has executed five contracts for facilities expansion on which construc 
tion has begun: 

Rated capacity 
Tons per annum 


Du Pont 2, 700 


(In addition to priv ately owned plant of 900 tons, not covered by 
Government contract, which is in full production.) Both plants will 
produce 3,600 tons per annum. 

Titanium Metals Corporation of America_-___--_- 

Calculated to produce 3,600 tons per annum. 

Cramet — ee 

Expected to begin produce ing early in 195 5 With total produc tion of 
1,200 tons for the year. Following year, will produce close to full 
6,000 tons. 

Dow Chemical Co____~_- aceestgnenel 

Production to start in 1955. Will produe e 350 tons in 1955, 900 tons 
in 1956, and rated capacity in 1957 and; thereafter. 

Union Carbide & Carbon Corp ee pear eae at oer Sse 

Expected to begin producing in 1956. Hope to produce 1,300 tons in 
1956 and virtually rated capacity in 1957 and thereafter. 


Based on contracts actually signed, the following production is expected: 
Tons Tone 


- & 100 5 __ 22, 300 
I i cosh on cach aned th canna 22, 500 
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GSA is negotiating another contract with Du Pont for 7,200 tons per annum, 
Mr. Gumbel continued, which, when executed, would ultimately bring total pro- 
duction including the 900 tons of Du Pont not covered by contract, up to 29,700 
tons per annum. 

ODM has instructed GSA to enter into negotiations with any interested com- 
panies that are qualified, Mr. Gumbel explained, adding that at present no diffi- 
culty would be encountered in contracting for another 20,000—25,000 tons per 
annum. 

Replying to a question, Dr. Kellogg hoped that ODM would know what the goal 
will be by the end of this year. Since there may be a big financial problem, 
clearance must be obtained from top officials in the legislative as well as the 
executive branches of the Government. 


CONTRACTUAL ASSISTANCE FOR MELTING AND PROCESSING FACILITIES 


Some months ago a committee member had raised the question of contractual 
assistance for melting and processing facilities comparable to that given the 
sponge producers, Mr. Cullen recalled. That problem has been considered, and 
BDSA is trying to establish a program capable of providing the type of con- 
tractual assistance needed by the producers of mill products. Under this pro- 
gram, a goal for melting facilities would be set to replace the present goal of 
37,500 tons, on which tax-amortization certificates have already been issued, 
with a goal to cover tax amortization as well as contractual assistance. The 
difficulty involved in writing contracts of this kind is that the Government is 
not in a position to buy mill products, as it does sponge, to bring plant opera- 
tion up to the break-even level. To keep the Government’s liability at a mini- 
mum, it has been proposed that every plant certified would commence operation 
only as required. Commenting on the lack of reliable requirements informa- 
tion, which would be needed to make a proper determination as to when produc- 
tion should commence, Mr. Cullen believed that it would be more feasible to 
estimate the capacity needed, based on current requirements information, and 
to phase in these plants in the best possible manner. Referring to the wide 
discrepancy between current requirements information and those for the second 
or third year of mobilization, Mr. Cullen pointed out that, if the country is 
plunged into a full-scale emergency, the jump from a current to a full mobiliza- 
tion operation would be so great as to make it almost impossible to obtain the 
equipment and materials needed to build a plant. In addition to firming up the 
requirements information, another problem that must be solved before the con- 
tractual assistance program can be crystallized is the development of certain 
information on home scrap which will enable BDSA to determine the ingot ton- 
nage required to produce a given tonnage of mill products. Facilities approved 
for tax amortization prior to the establishment of a contractual assistance pro- 
gram would, Mr. Cullen believed, have to be taken care of in the total program. 

Referring to ODM’s request that GSA estimate the cost of a 6,000-ton program 
for titanium melting facilities designed to melt at least 50 percent scrap, Mr. Cul- 
len reported that GSA is ready to transmit the cost information to ODM, and 
ODM is expected to certify the program. He recognized that 6,000 tons is a much 
smaller addition to capacity than industry desires. 

Dr. Kellogg explained that his Titanium Advisory Committee was responsible 
for the 6,000-ton figure, considering it a safe amount for a starting point. How- 
ever, he invited BDSA to submit a more accurate estimate of how big the pro- 
gram should be, indicating that a more appropriate figure would be considered. 

Asked what type of financial assistance is being considered, Mr. Cullen ex- 
plained that GSA would enter into the same kind of contracts as those entered 
into with the sponge producers. On the basis of a 6,000-ton ceiling for the indus- 
try, the contracts would authorize the fabricators to build plants, and the fabri- 
cators would tell the Government what their break-even level is. They would 
then be authorized to build their plants and start production. If requirements 
are such as to cause a fabricator to operate below the break-even point, the 
contract would provide for an indemnity by the Government. 

Commenting on a committee member’s observation that, based on the sponge 
program, apparently a shortage of some 15,000 tons of capacity for ingot making 
exists, Mr. Cullen said that ingot capacity actually should be much larger than 
sponge capacity. While fabricating and ingot making are considered as urgent 
as sponge making, the Government is trying to build up sponge capacity at a 
faster rate in order to have a backlog of sponge in the national stockpile. Air- 
craft manufacturers can then be assured that more than an ample supply of the 
material needed is on hand. 
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Asked if the 6,000-ton figure was picked with any relationship to expansion 
goals, Mr. Cullen replied that it was not. The current expansion goal is 37,500 
tons, with an estimated 50 percent recycling of scrap, as compared with a goal 
of 25,000 tons of sponge capacity set last year. Present total capacity, figured 
on a 7-day week, around-the-clock operation, is 7,900 tons. Compared with that, 
the 6,000 tons would be quite an addition, but in the light of estimates of future 
needs, it is not too much. 

In commenting on the industry’s melting capacity, a committee member main- 
tained that, if the production figures are correct for 1954 as compared with 1953, 
the industry is almost standing still. If the industry cannot sell its present 
output, the Government may be reluctant to finance a program to increase 
capacity. He also reported that his company’s melt shop is down 3 days a week, 
sometimes 4, and is melting ingot only up to inventory level. Acknowledging that 
some slippage is taking place, Dr. Timothy C. May, Office of Assistant Secretary 
of Defense for Supply and Logistics, explained that the DOD is attempting to 
furnish the Titanium Advisory Committee some guides on what can be done on 
melting capacity. 

Referring to Mr. Sharpe’s comment that melting capacity will be geared to 
requirements, a committee member asked what sponge capacity is geared to. 
Mr. Cullen explained that melting facilities can be built much faster than sponge- 
producing facilities. The object is to get the melting program started to see 
how it will develop. Processing facilities can be discussed later on. It is 
hoped, he said, that a fabricator can be told that the Government will give him 
contractual assistance on melting furnaces and equipment and that, if the com- 
pany wants to expand its titanium processing facilities with a guarantee of tax 
amortization, it may do so. At present, the industry is attempting to roll and 
process this material with equipment that is not designed for titanium, resulting 
in many quality and handling problems. The cost of building standby rolling, 
forging, and extruding equipment to meet a possible emergency would be pro- 
hibitive. Many forgings will be needed, and no one knows exactly the kind of 
facilities that will be required or how this material is going to be processed. 
To determine the shortage, BDSA will have to review all forging facilities in the 
country to find out how much steel, aluminum, magnesium, titanium, etc., they 
can handle. While one forging press may be able to handle four metals, another 
may handle only one. In view of the work to be done, as well as the financial 
situation, Mr. Cullen believed it advisable to postpone consideration of contract- 
ual assistance on processing facilities. However, he invited the comments of the 
committee. 

Maintaining that this should be considered as a completely integrated pro- 
gram, some committee members said that a stockpile that is built up and geared 
to requirements should contain a usable product, adding that the stockpile will 
not be helpful in an emergency unless it is made into an end product which the 
aircraft manufacturers can use. While sponge capacity has been built up, the 
rest of the program has not followed in its proper place. Therefore, a program 
on melting facilities should be started, for there is no substitute for melting 
and the industry may not have the answers to all of the milling and fabricating 
problems and rolling techniques. The situation on fabrication is somewhat 
different, they pointed out, for some potential capacity is available. However, 
one member believed that it is not too early to get started on processing in a 
modest way. 

Recalling World War II experience with the steel expansion program, a mem- 
ber explained that the program covered only ingot production, with no pro- 
vision being made for adequate processing facilities to fabricate them into 
usable items of war materiel. 


REQUIREMENTS OUTLOOK FOR 1955 


Requirements data furnished the industry last June are not holding up in 
the last half of 1954, some committee members stated, adding that their cus- 
tomers also predict that requirements for 1955 will be under those for 1954. 

In reply to a question whether requirements for titanium mill products will 
hold up in 1955, Col. T. B. Ardis, APRA, Department of the Air Force, stated 
that the outcome of tests being conducted by the aircraft engine manufacturers, 
which will not be known until the first of the year, will determine the require- 
ments picture. If the tests are successful, requirements will probably be in- 
creased ; otherwise, 1955 requirements will fall far short of the estimates. He 
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also explained that these figures were computed from information obtained 
from the users of titanium mill products and were, of course, based on certain 
assumptions given them by the DOD. Replying to a question, Colonel Ardis 
said that the Air Force has the money to buy the type of engines being tested, 
if they prove successful, including the extra cost of titanium. 

Asked for an estimate of 1955 requirements on a quarterly basis as compared 
with computations for 1954, Dr. May stated that, since the data are being 
collected on a quarterly basis, the DOD has no information beyond the first 
quarter of 1955, which he believed would be at about the same level as the 
fourth quarter of 1954. Forging requirements are falling off—and there is a 
good reason for this—but they may pick up later on. Sheet requirements are 
slightly higher than for the fourth quarter of 1954. The DOD, realizing how 
important requirements figures are to the industry’s planning, is constantly 
reviewing them. However, some degree of error should be expected in esti- 
mating. Though not to the same extent as titanium, requirements for alumi- 
num are also off. 

Since some committee members indicated that lead time has not improved 
during the past 2 months, Mr. Cullen asked if incorporating a lead-time provi- 
sion in order M—-107 would be of assistance. One member stated that the an- 
swer is to reduce the cost of titanium, which would result in increased busi- 
ness. This view was not shared by some of the other members who empha- 
sized that the answer is to increase the demand. They pointed out that, if the 
aircraft engine companies can get the right alloy for their jet engines, they will 
buy it. 
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PURPOSE OF THE MEETING 











The Precision Optical Industry Advisory Committee met on October 27, 1954, 
to discuss methods by which mobilization requirements could be developed for 
(1) standard products sold to the civilian economy, (2) standard products sold to 
manufacturers performing direct military prime and subscontracts, and (3) 
standard products sold for military needs exclusive of sales to the Armed Services 
Medical Procurement Agency. 

Mr. Richard G. Woodbury (Deputy Director, Scientific, Motion Picture, and 
Photographie Products Division, BDSA) was the Government presiding officer. 










INTRODUCTORY REMARKS 







The meeting was opened by Charles R. Hersum (Director, Industry Advisory 
Committee Staff, BDSA), who commented briefly on the rules governing the 
conduct of industry advisory committee meetings. 












BDSA ADMINISTRATOR CHARLES F. HONEYWELL 





COMMENTS BY 









Mr. Honeywell expressed his appreciation to both the industry and Government 
representatives for taking time away from their duties to attend this meeting 
and to assist BDSA in the solution of some of its problems. 

He then commented on the duties and functions of the Business and Defense 
Services Administration and explained that its name was derived from the fact 
that its activities deal with both defense and nondefense matters. The defense 
matters with which BDSA is concerned stem from the Defense Production Act 
and in some instances represent a continuation of program carried over froim the 
National Production Authority, which was abolished in 1953. 

Although the Defense Production Act is scheduled to expire on June 30, 1955, 
the intention of the administration is to ask for its continuance beyond that 
date on the ground that the authority contained therein is needed to assure 
a state of mobilization readiness to meet an emergency should one arise, Mr. 
Honeywell indicated. Without such legislation, years may be lost before the 
country is geared to meet emergency requirements and, with the changed concept 
of wars, there may be no time in which to convert from one type of economy to 
another. 

BDSA’s functions, in the order of their importance, are: Defense production, 
mobilization readiness, and services to business, Mr. Honeywell explained. 

Defense production activities are concerned mainly with assuring proper sup- 
plies of materials for military and atomic energy production and construction. 
A plan called the defense materials system (DMS) has replaced the controlled 
materials plan and is designed to achieve the channeling of materials for military 
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and AKC requirements with a minimum impact of the economy. Steps are also 
being taken to make the DMS operative for all industry should an emergency 
of sufficient gravity arise to require such action. 

Mobilization readiness deals with responsibilities which the Office of Defense 
Mobilization, a permanent arm of the White House, has assigned to BDSA, such 
as the development of estimates of defense-supporting and civilian requirements 
and the facilities needed to supply those requirements under conditions of stepped 
up or all-out mobilization; other responsibilities are industry evaluation, pre- 
and post-attack planning, recommendations on stockpiling, expansion goals, 
applications for tax amortization, ete. 

Services to business encompasses, among other things, a reactivation of the 
principles advanced by Herbert Hoover in the 1920's that the Department was 
created to assist and not to mastermind business and industry. 

One aspect of services to business is the industry conference program, which 
has been designed to provide an interchange of ideas between Government and 
industry. Since its establishment on October 1, 1953, BDSA has had 31 such 
meetings representing a total attendance of more than 800 businessmen, of which 
about 20 percent were paid trade-association executives. 

Other services to business pertain to such matters as getting the Government 
out of competition with private industry wherever it is deemed advisable that 
that should be done; working with other Government agencies on methods for 
the disposal of surplus material in a manner that will have the smallest impact 
on the economy ; providing statistical services which industry cannot provide for 
itself, ete. 

Mr. Honeywell also revealed that Secretary of Commerce Sinclair Weeks is 
endeavoring to enlist the sympathy and interest of other Government departments 
in a plan for stockpiling workers’ skills. Some industries which plan an essential 
role in defense-production programs are dependent upon the know-how of the 
personnel involved in certain operations. The Secretary believes that the 
national security would be greatly threatened if those capabilities were lost 
through dispersion of such workers to other industries because of the loss of 
wartime markets and the competition from foreign sources. Present thinking 
does not contemplate the automatic inclusion of any specific commodity or 
industry. It is expected, rather, that a board will be created before which any 
industry will have the privilege of establishing the essential nature of the 
skills involved in its operations. After the plan has been presented to other 
Government departments and an administration position attained, it will be 
formally announced to industry. 

In concluding his remarks, Mr. Honeywell again thanked the committee mem- 
bers for their cooperation in advising BDSA on its problems and also for the 
help which they have given in supplying executives from their companies to work 
for the Government without compensation. He paid high tribute to three such 
executives contributing their services to BDSA; namely, Mr. George Lawrence, 
who until recently served as Assistant Deputy Administrator; Mr. John A. Field, 
who is serving as an Assistant Administrator; and Mr. Richard G. Woodbury, 
who is retiring as Deputy Director of the Scientific, Motion Picture, and Pho- 
tographic Products Division. 


SURVEY OF THE PRECISION OPTICAL INDUSTRY 


Mr. Woodbury called attention to a full-scale survey being conducted, under 
auspice of the Office of Defense Mobilization, of certain industries including the 
precision optical industry, and he stressed the importance, from both the 
industry’s and the Government’s point of view, of knowing where this industry 
stands regarding the type of products it makes and the adequacy of its production 
eapacity. 

He then introduced Mr. William Lawrence (Deputy Assistant Director for 
Production, ODM), who spoke on the components program in Government. Al- 
though there has been a tremendous expansion in industrial capacity in reeent 
years, Mr. Lawrence said, it is quite probable that insufficient capacity exists 
to produce mobilization requirements of certain so-called common components. 
Surveys have therefore been initiated to ascertain if and where shortages exist. 

In order to coordinate these studies, Mr. Lawrence continued, ODM, about a 
year ago, established a Committee on Components which has on it representa- 
tives from MDSA, the Department of Defense, including the Office of the Secre- 
tary, the Departments of the Army, Navy, and Air Force, the Atomic Energy Com- 
mission, and the General Services Administration. 
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About 50 different common components will be under study. Common com- 
ponents are not a single item, Mr. Lawrence emphasized, adding that they con- 
sist of many different grades, sizes, and classes. Two studies (high-pressure 
steam boilers and turbines) have been completed and sent to the committee for 
approval. After review by this group, a report will be submitted to the Presi- 
dent’s Advisory Committee which, although not yet formally organized, is ex- 
pected to be headed by Harold S. Vance, president of the Packard-Studebaker 
Co. Its membership will consist of several men from the industrial field and 
three retired officers representing the Army, Navy, and Air Force. After approval 
is received from this group, the ODM Committee on Components will determine 
ways and means of developing the needed capacity. 

Recognizing that the tax-amortization program does not provide the incentive 
for obtaining capacity needed in wartime, the committee will probably resort to 
the ODM borrowing authority which may be utilized for the procurement of 
production equipment, tools, or whatever else might be needed to bring capacity 
in line with mobilization requirements for the product involved. Arrangements 
will be made with the company involved for the purchase from the Government 
of the tools, equipment, etc., on a regular war contract. Under this plan Mr. 
Lawrence believed that manufacturers will have an interest in expanding capacity 
since it will be at no cost to themselves. 

Mr. Lawrence commented briefly on the use of ODM’s borrowing authority for 
the acquisition of advance inventories of certain hard-to-get sizes and shapes of 
steel, adding that early discussion of this matter led to erroneous reports that 
ODM would stockpile steel. 

Noting that components are always difficult to measure, especially in wartime, 
industry’s aid is now being solicited to supply facts regarding the kinds and 
types of components that go into a given military end item, Mr. Lawrence 
said. 

Status of the precision optical study on military requirements.—Mr. A. W. 
3uschman (Office of Assistant Secretary of Defense for Supply and Logistics, 
Requirements, Review and Analysis, Branch), briefly reviewed the activities of 
the military agencies with respect to the components study of the precision 
optical industry. 

Back as far as 1952, at the instigation of those who recognized the problem, 
the Department of Defense started intensive activity to develop military mobiliza- 
tion requirements for optical elements, Mr. Buschman explained. With the co- 
operation of representatives of NPA and the industry, the military departments 
developed methods and techniques for the measurement of mobilization require- 
ments for military items. A system has now been established whereby basic 
components data may be translated either into the end items themselves or into 
materials needed to produce them. In other words, the system has made it pos- 
sible to develop unit requirements of elements, as well as phased requirements, 
for the using instrument. 

The precision optical components study falls not only under the components 
program of ODM but also under the Presidential committee study because of the 
unique skills which must be possessed by employees on many of the industry’s 
programs. Where possible, therefore, activities have been consolidated in order 
to keep duplication at a minimum. 

The task of assembling data proved much slower than was originally antici- 
pated, Mr. Buschman reported. Component elements data was not obtained un- 
til’ 1953, and phased requirements were not developed until the beginning of this 
year. Considerable editing still must be done. From a Department of Defense 
viewpoint, therefore, components data for this industry are the most complete 
that have been developed. 

Mr. Buschman took occasion to express his appreciation for a job well done 
to those who have been involved in the study, both in and out of the Department 
of Defense. 

Mr. Buschman then introduced Lt. Col. Edward Schneider (Office of Assist- 
ant Secretary for Supply and Logistics, Department of Defense), who is Chair- 
man of the Defense Department working group on military requirements. Colo- 
nel Schneider said that, when the question of developing military requirements 
arose, his group attempted to do the job in a manner that would provide a deti- 
nite relationship to the capacity study, which is to come later, as well as to the 
product mix. Categories of optical elements per end item were subsequently de- 
veloped. Colonel Schneider then displayed a series of charts which are used 
by the military in tabulating component requirements. The charts showed, 
among other things, variations in the types of glass. They also serve as a basis 
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for determining how much difficulty would be encountered in the production of 
the item involved, the committee was told. As design changes occur, or as re- 
quirements figures change, new sheets are substituted for the old ones. Further- 
more, all requirements data are reviewed annually so that the figures will always 
be reasonably current. In calculating military requirements, which are proj- 
ected for 3 years, cognizance has been taken of maintenance spares, Colonel 
Schneider said. Based on the information which has been gathered, the maxi- 
mum number of optical elements that will be needed under the present mobiliza- 
tion plan can be developed. 

Mr. Buschman hoped that similar systems can be developed in many other areas 
in the component field so that some of the problems encountered in 1952 can be 
avoided in the future. 

Requirements for standard products sold to the Armed Services Medical Pro- 
curement Agency, though not in the A product category, will be obtained by the 
Department of Defense and will be combined with civilian requirements as ob- 
tained by the Department of Commerce, Mr. Woodbury added. 

Answering a question, Mr. Buschman indicated that the Department of Defense 
study covers about 150 components. The number of end items involved is much 
greater. 

Proposed study of essential civilian and defense-supporting requirements of 
precision optical components.—Explaining that BDSA has the responsibility 
of determining both essential civilian and defense-supporting mobilization re- 
quirements of standard precision optical products, Mr. Woodbury invited views 
and recommendations of the committee on methods to be followed in accomplish- 
ing this. Once the essential civilian and defense-supporting requirements are 
ascertained, they would be added to the military. Existing capacity would 
then be measured to determine whether it is sufficient to produce the require- 
ments. 

Present thinking in BDSA, Mr. Woodbury continued, is that requirements 
information can best be obtained by circulating a questionnaire of such simple 
design that anyone in the industry could easily understand what was wanted. 
Recognizing the difficulty of identifying essential products, he suggested that 
one method would be to review World War II experience and to list those 
products for which material allocations were approved. Committee members 
were asked to restrict comments to the requirements data, as methods for 
determining the adequacy of existing capacity will be discussed at a later 
date. 

In response to an industry member’s question, Mr. Woodbury defined es- 
sential civilian requirements as those products sold to the civilian economy, 
institutions, universities (for research and development) and the medical 
and engineering professions. Products involved would be those that are normal- 
ly made by the industry as a whole, not of military or Government design, 
and commonly referred to as “shelf items.’”’ In other words, the products would 
be those sold generally in commercial business. Mr. Woodbury was aware 
of the difficulty of distinguishing between “essential civilian’ and “defense 
supporting.” However, he defined “defense supporting” as the instruments or 
products normally sold to Government agencies, industries, or prime contractors 
for use in producing a military end item. 

Emphasizing the necessity for making the study under discussion compatible 
with the military study, Mr. Woodbury pointed out that to do so requires a 
common denominator. The military study is expressed in terms of sales dol- 
lars and types of precision classes, which would indicate the degree of difficulty 
that must be anticipated in producing a given instrument. It would be difficult, 
he believed, to apply the latter aspect to civilian products. The study would 
probably have to be done in terms of sales dollars. 

Discussion.—Views of the committee members differed as to the criteria to 
be followed in classifying a product as “essential” or “defense supporting.” 

One committee member emphasized that the approach in determining essen- 
tiality should be based on austerity thinking, as the final recommendations in 
any component study will be weighed in the light of criteria originally estab- 
lished to determine what is “essential civilian.” 

Another suggestion was that, since any study would have a certain per- 
centage of error, each member of the industry should be asked to indicate the 
ratio of commercial to military sales during the peak year of World War IT. 
Then the Department of Defense, the Commerce Department, or both could 
evaluate these figures in the light of changing conditions and make the neces- 
sary adjustments, 
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Several committee members objected to the use of a World War II base 
period, pointing out that some companies were not even in existence at that 
time while others were engaged exclusively in war production. During the 
past 10 years, however, many have expanded production and changed their 
product mix. 

A committee member pointed out that, even if the pattern on individual 
products has changed, the facilities and skills have changed with the mix. 
A figure in total dollars would be just as useful in determining capacity as 
a listing of separate items. Mr. Buschman doubted the value of such a figure, 
however, pointing out that the pattern of product mix is needed to relate the 
figure to equipment and facilities and skills. 

Considerable discussion centered on the advisability of relating require- 
ments data to gross national product figures. Mr. Woodbury pointed out that 
if companies receiving a questionnaire in the mail were asked to give the ratio 
of essential civilian products as compared with military, the result might be 
most unreliable as each manufacturer would compute his figures on the basis 
of what he alone considered essential civilian products. It would be im- 
possible to adjust such figures. Mr. Buschman was of the same opinion and 
expressed the belief that data must be based on a stated list of products or 
categories identified as essential. 

Asked whether the military optical components requirements study has been 
correlated with the production allocation program, Mr. Buschman stated that it 
has not. <All production allocation assignments have not been projected to 
M-day; some were placed several years ago and have not been brought up to 
date. Nor does the production allocation program take into account any ex- 
pansion of capacity, which the requirements study does. 

The question was raised as to whether the requirements data, which is 
being sought, could not be obtained by using as a basis for determining 
products falling into the “essential” category the CMP-—4b applications which 
were filed by the industry during World War II. Mr. Thomas W. Delahanty 
(Scientific, Motion Picture and Photographic Products Division, BDSA) ex- 
plained that the CMP categories are much too broad to be of any value for 
the components study. 

One committee member expressed the belief that the study should be alined 
to normal forecasting and production planning in the plant. He doubted that 
military and civilian requirements can be separated too much in planning. 
However, the data would have to be keyed to a target date. While such a pro- 
cedure might produce a considerable amount of detail, the results would be 
more accurate than a study based on a historical pattern. He suggested that 
industry could list requirements of the military and what they would take in 
the way of manpower and materials. Each company could also list its own 
essential civilian production requirements. This data could then be submitted 
to a task group which would screen the lists and delete products that did 
not fall into the categories under consideration. Once a composite list such 
as this is developed, it can be kept up to date from year to year. Unless 
requirements are kept current, they have no value. The committee member 
did not believe that the preparation of such lists would prove onerous to 
precision optical manufacturers as forecasting and production planning are 
normal industry operations. 

Answering a question, Mr. Buschman explained the role that the ODM Com- 
ponents Committee would perform. One of its duties would be to measure 
military and civilian requirements and the capacity of the country under condi- 
tions of mobilization. It would consider what conversion could take place, 
what standardization could take place, and it would pinpoint bottlenecks. Once 
the data is assembled—and it must be developed on the assumption that ade- 
quate manpower will be available—and the extent of existing capacity assessed, 
then the committee can begin to evaluate the problems which the study discloses 
and make appropriate recommendations to the Presidential Advisory Committee. 

Referring to comments made by Maj. M. A. Marvin (Air Force) and Lieu- 
tenant Colonel Schneider, a committee member explained the thinking that 
generated the breakdown of optical elements for military end items. Should 
another emergency arise, the day-to-day civilian products would not receive the 
same treatment for allocation purposes as would the military products. On the 
other hand, the military agencies are not in a position to decide what is the best 
use for the industry’s facilities. Thus, the selection of essential civilian prod- 
ucts is necessarily an individual company proposition. It evaluates products 
in terms of its own capacity. Therefore, before a capacity analysis can be made, 
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the industry will have to be apprised of military requirements. Mr. Buschman 
stated that, while military-requirements figures could not be revealed to the 
committee, they might be made available to a task group, cleared for security. 

Commenting on the remarks of Mr. Harold Kahn (Public Health Service) 
regarding the allocation of production capacity between military and civilian 
products, Mr. Buschman explained that the purpose of both the military and 
civilian studies is to develop overall requirements before an emergency arises. 
If capacity is found insufficient to produce all such requirements, then steps 
ean be taken to augment it. 

Mr. Field commented that it appeared reasonable to ask industry to list, year 
by year, the various items which the industry sold to the civilian economy, as- 
signing to each product relative values of essentiality based on the historical 
pattern of actual sales. He enumerated such items as spectacles and micro- 
scopes as examples. Such a list, supplemented by requirements submitted by 
the Public Health Service and added to the military, would form a basis for 
determining adequacy of capacity. He suggested that the listings should cover 
a number of years and should include products sold during the Korean conflict, 
which is the latest emergency experience. They should also include data for 
the past year, which would indicate normal demand for the first time in many 
years as well as the impact of imports on production. 

A committee member, however, urged that a method should be devised which 
would define essentiality of each individual product in the industry. Some Gov- 
ernment agency must decide what conversion is necessary to take care of mili- 
tary requirements over and above civilian. The method should give some es- 
sence to the definition of an essential civilian product for civilian consumption 
during wartime, just as would be done by the Government on M-day anyway. 
Is an emergency, so-called recreational products would be ruled out entirely ; 
the elimination of such products would leave open capacity which, if suitable, 
would be utilized for either military or essential civilian products. 
za further discussion, the committee concurred in Mr. Woodbury’s proposal 

at: 

(1) A questionnaire be sent to precision optical manufacturers calling for the 
following information: 

(a) Sales figures of standard products for civilian and defense-supporting 
requirements, by product classes, for the years 1944 and 1953. A listing of 
individual products within a product class is required but it is not necessary 
to break down product sales individually, but rather one figure given for 
each broad product classification. However, the percentage which the 
product class represents to the total product output would be required. 
High-speed cameras were cited as a product class. 

(b) An estimate on whether additional capacity would or would not be 
required will be reported by manufacturers participating in the production- 
allocation program. Number of shifts worked will not be requested at this 
time as this data will be needed only when the capacity study is commenced. 

(c) Sales figures of nonprecision instruments which are produced with 
the same facilities as precision products. (A member cautioned that figures 
for the year 1953 may not accurately reflect activity with respect to survey- 
ing instruments as they are often purchased many years before they are 
actually used. It was stated, however, that the figures would not be im- 
portant unless they were to be used as the basis for material and manpower 
allocation. ) 

(2) A task group be appointed, comprised of about five members selected from 
this committee who will be representative of the industry. The task group will 
have the responsibility of reviewing the questionaire as drafted by the Scientific, 
Motion Picture, and Photographic Products Division and also advise the Govern- 
ment on establishing criteria for determining essentiality of the various prod- 
ucts. Information submitted by companies on the questionnaire will be coded 
before being transmitted to the task group in order to preserve the confidential 
nature of the data. As the work of the task group progresses, it may report 
back to the full committee either by correspondence or at a future meeting. 

(3) A parallel survey be made of imports for the base-period years selected 
for the requirements study, using the same product classifications. 


OTHER DISCUSSIONS 


Expansion.—The committee members expressed great interest in Secretary 
Weeks’ proposal for the stockpiling of skills. The availability of skilled man- 
power or the lack of it would have considerable bearing on the industry’s expan- 
sion plans, they emphasized. 
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It was also brought out that, since the war, many new products have been 
developed for which it is impossible to estimate either military or civilian 
requirements. The lack of such information also creates an impediment to 
future planning. 

The group was told that the manpower problem is now under study by a 
Presidential committee. 

If, as a result of the requirements study, expansion of the industry is 
recommended, the Defense Mobilization Board has a procedure whereby such 
expansion can be financed, the committee was told. 

Dispersion.—Answering questions, Mr. Buschman stated that no dispersion 
plan as such for this industry exists. However, if the results of the study 
indicate that dispersion is called for, steps in this direction will probably be 
taken. He called attention to the tax-amortization incentives which are avail- 
able under an ODM program designed to encourage defense expansions which 
locate in areas of chronic substantial labor surplus. 


DATE OF NEXT MEETING 


No date was set for the next meeting. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D.C. 


MINUTES—FRACTION AL HORSEPOWER Motors AND GENERATORS INDUSTRY ADVISORY 
COMMITTEE, DECEMBER 2, 1954 


Clark M. Wright, Electrical Equipment Division, Government presiding officer 
COMMITTEE MEMBERS 


*H. C. Bodine, Bodine Electric Co., Chicago, Il. 

*O. D. Metz, Emerson Electric Manufacturing Co., St. Louis, Mo. 
*E. J. Schaefer, Franklin Electric Co., Inc., Bluffton, Ind. 
*Marvin L. Schmidt, General Electric Co., Fort Wayne, Ind. 
*Allan W., Fritzsche, the General Industries Co., Elyria, Ohio. 
*J. N. Tilbrook, General Motors Corp., Dayton, Ohio. 

*Robb W. James, Hoover Co., North Plainfield, N. J. 

*W. M. Gideon, Lima Electric Products, Inc., Lima, Ohio, 

D. L. Mills, A. O. Smith Corp., Dayton, Ohio. 

A. Callaway Allen, Wagner Electric Corp., St. Louis, Mo. 
Frank E. Heikkila, Westinghouse Electric Corp., Lima, Ohio. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


Carl P. Anderson, Wagner Electric Corp., St. Louis, Mo. 
R. W. Scott, Westinghouse Electric Corp., Lima, Ohio. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 

Business and Defense Services Administration : 
Charles F. Honeywell, Administrator. 
William E. Haines, Assistant Deputy Administrator. 
William C. Truppner, Adviser on Industrial Mobilization Controls. 
James C. Dockeray, Office of Fiscal Policy. 
Harry W. Ketchum, Office of Distribution. 
Richard 8. Blaisdell, Office of Public Information. 
Charles R. Hersum, Industry Advisory Committee staff. 
Anne Bethea, summary writer. 

Electrical Equipment Division : 
Carney G. Laslie, Jr., Deputy Director. 
Howard E. Way, Assistant to Director. 
Ernest S. Milligan. 
Raymond O. Bell, consultant. 


*Present at meeting. 
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Other agencies: 
H. N. Fairchild, Office of Assistant Secretary (Supply and Logistics), DOD. 
Col. Edward H. Schneider, Department of the Army. 
Comdr. R. L. Wilson, Department of the Navy. 
Paul Butler, Jr., Department of the Air Force. 


PURPOSE OF THE MEETING 


The Fractional Horsepower Motors and Generators Industry Advisory Com- 
mittee met on December 2, 1954, to discuss: (1) Organization and functions of 
BDSA, (2) defense responsibilities of BDSA and revised defense materials sys- 
tem, (3) industrial defense planning, (4) Federal taxes, (5) general outlook on 
distribution, (6) report of task group on requirements and capacity, and (7) 
other matters of interest to the industry. 

Clark M. Wright, Director, Electrical Equipment Division, BDSA, was the Goy- 
ernment presiding officer. 

OPENING REMARKS 


The meeting was opened by Charles R. Hersum, Director, Industry Advisory 
Committee staff, BDSA, who commented briefly on the rules governing the conduct 
of industry advisory committee meetings. He also introduced the alternates who 
were attending the meeting for regular members and announced that one member 
was unable to attend or to be represented by an alternate. 

Mr. Wright explained that summary-minutes covering the highlights of the 
discussion will be written and distributed to the committee members and Gov- 
ernment representatives in attendance. To encourage free discussion, no in- 
dustry member is identified by name or company affiliation. Government speak- 
ers, on othe other hand, are identified. 


ORGANIZATION AND FUNCTIONS OF BDSA 


The chief aim of the Department of Commerce, BDSA Administrator Charles 
F. Honeywell explained, is to be of service to business. In December of 1952, he 
recalled, Mr. Weeks was assigned a job by the then President-Elect Eisenhower 
of organizing a Cabinet committee to devise ways and means of decontrolling the 
economy. This group did a fine job in setting up a program which has prac- 
tically eliminated so-called stabilization controls in Government. 

Reviewing the events which led to the formation of BDSA, Mr. Honeywell 
recalled that one of the largest control agencies was the National Production Au- 
thority, which was part of the Department of Commerce. Upon liquidation last 
year of the NPA, the Secretary of Commerce had to consider two factors in re- 
organizing the Department. One was the basic statutory responsibility con- 
«erned with fostering, promoting and developing commerce in the United 
States. The other consisted of the residual defense functions contained in the 
Defense Production Act of 1950, which was extended by the Congress, and the 
mobilization preparedness functions stemming from the National Security Act 
of 1947. Since all of these functions were considered to be of principal concern 
to business, the activities were combined and lodged in a new agency called 
the Business and Defense Services Administration (BDSA), which was estab- 
lished on October 1, 1953. 

Tracing the history of industry divisions in the Department of Commerce. 
Mr. Honeywell explained that the Department utilized this type of organization 
in the 1920's. In 1950, the divisions of the then existing Office of Industry and 
Commerce were used to form the nucleus of the National Production Authority. 
BDSA consists of 25 industry divisions carried over from NPA. 

BDSA’s charter contains three major responsibilities; namely, defense pro- 
duction, mobilization readiness, and services to business. As defense production 
and mobilization readiness would be discussed by other speakers, Mr. Honey- 
well said that he would confine his remarks to the business services aspect of 
BDSA’s functions. 

Services to business.—The function of service to business is a revival of Presi- 
dent Hoover's concept of the role of the Department, namely, that it be the 
protagonist for business just as the Departments of Agriculture and Labor 
promote the interests of thir respective segments of the economy. 

One concept of the business services program of BDSA is to make it possible 
for this and other industries to acquaint the Department of Commerce with 
their views on matters of interest to industry before the administration's posi- 
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tion is firmed up. Mr. Honeywell explained that, when the Secretary is asked 
to comment on pending legislation, such as revisions to the Taft-Hartley Act, 
or op matters such as the report of the Randall Commission, the views of in- 
dustry are obtained through the 25 divisions of BDSA. Thus industry is assured 
of having its views reach Cabinet level. 

Mr. Honeywell described another type of service which the BDSA industry 
divisions are prepared to give. He recalled the recent copper strike which 
occurred first at the mines and then at the refineries. The BDSA Copper Divi- 
sion was flooded with inquiries as to what could be done to prevent widespread 
shutdowns. The matter was brought to the attention of Secretary Weeks, who 
suggested to the Office of Defense Mobilization that one way of handling the 
situation would be to divert to the copper-consuming industries some copper 
under contract by the General Services Administration for the stockpile but 
which had not yet been delivered to it. At 4 p. m. on a Friday afternoon, the 
Secretary received the necessary authority for the diversion. In one instance, 
by the following Tuesday morning, even before the necessary paper was 
issued, carloads of copper were in the yard of a copper consumer faced with 
shutting down a 6,000-man plant. To his knowledge, Mr. Honeywell said, no 
major copper-consuming fabricator was forced to shut down for lack of copper. 
This was not accomplished at the expense of the stockpile, he explained, as 
every ton of copper diverted will be replaced. 

Mr. Honeywell also described the procedures being followed in connection with 
the sale of Government surpluses and in getting the Government out of com- 
petition with private industry, both of which activities fall in the service-to-bus- 
iness caegory. All Government agencies involved have been most cooperative in 
this program, he said. 

Commenting on the role of the industry man in Government, he called atten- 
tion to BDSA’s program of enlisting the aid of such personnel on a without com- 
pensation (WOC) basis for 6-month tours of duty. [The WOC’s do much to 
see that industry’s point of view is properly understood and advanced. Also, 
they return to industry with a better understanding of the problems of Gov- 
ernment. By furnishing capable men to serve as WOC’s, Mr. Honeywell be- 
lieved, industry is assured of having an adequate voice in drafting control 
measures that may have to be invoked in case of emergency.] The utilization 
of WOC’s on a rotation basis in BDSA, as well as NPA and WPB, he said, 
has provided a roster of about 1,500 “alumni” who have returned to industry 
and who are considered a reserve to be called back in case of emergency. 

Mr. Honeywell mentioned that, in addition to the industry conferences, BDSA 
has an industry advisory committee program which was carried over substan- 
tially intact from NPA. The some 550 industry advisory committees, comprised 
of over 7,000 industry members, are maintained on a standby basis for use as 
problems for their consideration arise. Members of these committees are ap- 
pointed to serve for a stated term; they are chosen from the small, medium, and 
large segments of industry; consideration is also given to geographical location 
as well as trade association and nontrade association affiliation. 

During the past 15 months, over 150 meetings of industry groups have been 
held under the industry advisory committee program which, in itself, rep- 
resents an attendance of more than 1,000 industry specialists. 

Mr. Honeywell also noted that these committees are available for use by 
other Government agencies, such as ODM and the Department of Defense, that 
wish to discuss problems affecting industry and business. 

In closing, Mr. Honeywell expressed his appreciation for the time, effort, and 
money expended by industry men in attending meetings with Government 
officials. 

Mr. Wright urged the committee members to consider BDSA as their home 
in Government and invited them to bring their problems to the Division, adding 
that, if they have problems that do not fall under its cognizance, the Division will 
assist them in contacting the appropriate Government officials in and out of the 
Department of Commerce. 

Commenting on the WOC program, Mr. Wright said that it has been difficult 
to get companies to furnish Division Directors on a loan basis, and he urged 
the committee members to consider very carefully the advantages of furnishing 
a WOC. He then introduced Mr. Raymond O. Bell of Allis-Chalmers Manufac- 
turing Co., who will succeed him as Division Director on December 6. Formerly 
with NPA, Mr. Bell has been serving BDSA as a WOC consultant on switchgear 
and transformers. 
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DEFENSE RESPONSIBILITIES OF BDSA AND REVISED DEFENSE MATERIALS SYSTEM 


Describing the defense responsibilities of BDSA, William C. Truppner, its 
Advisor on Industrial Mobilization Controls, explained that they consist pri- 
marily of planning measures to be taken by the Government to mobilize the 
industrial resources of this country in the event of war. Planning, he added, 
is based on two contingencies: All-out war in which there is no bomb attack 
on the United States and all-out war precipitated by a bomb attack on the 
United States. One aspect of this activity was the development of the defense 
materials system. 

In the middle of 1953, Mr. Truppner recalled, the Government took the 
unprecedented action of instituting a defense materials system after the period 
of materials shortages had passed. The maintenance of a preferential delivery 
symbol reflected recognition of the difficulties still being experienced by mili- 
tary contractors even though the national imbalances had, in fact, disappeared. 
The maintenance of a system, however, represented a planning measure de- 
signed to deal with a future war emergency. 

The DMS, originally issued July 1, 1953, was simplified by the issuance of a 
set of revised regulations which became effective on April 1, 1954. The new 
DMS is essentially a preparedness measure. It provides the basis for keeping 
in readiness machinery to be put into immediate, effective operation in the 
initial stages of all-out mobilization. Past experience has shown that 12 to 15 
months are required after the beginning of hostilities—during which serious 
distortions occur in the economy—to establish a controls system on an efficient 
operating basis, if it is necessary to start from scratch; it is highly unlikely 
that such a period of time will be available for preparation should an emer- 
gency occur in the future. As this system might have to remain in being for 
a long time, most of the paperwork and burdensome actions heretofore required 
of military contractors under a controls system have been eliminated. 

All-out war with no bomb attack.—Recognizing that production and con- 
struction are, in many cases, as important as the weapons with which a war is 
fought, BDSA is concentrating on actions that would have to be taken in the 
first 6 to 9 months following M-day. It is proposed to have a set of orders 
prepared, limiting the manufacturers of civilian end items—hard goods, such 
as passenger cars, tractors, construction machinery, etc._-to some percentage 
of base period receipts of controlled materials, the thinking being that a manu- 
facturer can calculate his own receipts in a base period and multiply by a 
published percentage. Thus rapid communication at the level of allocations 
would be achieved with the great bulk of manufacturers within a few weeks 
after the decision is made to take this action. Mr. Truppner believed that, 
while the percentage would probably be high, this method would have the effect 
of stabilizing hard-goods production at the level existing in the period immedi- 
ately preceding M-day. Similarly, small construction projects already started 
could be completed, but a limitation would be placed on new construction starts. 
A reasonably accurate calculation of the then current military and AEC re- 
quirements could be made on the basis of activities under DMS, he believed, 
and nonmilitary end-item production could be stabilized through the issuance 
of orders applying to each product. A similar approach has been developed 
for other areas of consumption, such as State, city, and local government main- 
tenance, repair, and operating needs, etc. It is proposed, Mr. Truppner said, 
not to establish any direct controls on the manufacture of components, such 
as ball bearings, fasteners, fractional horsepower motors, ete. In general, the 
approach is that the Government will limit its direct interests, in the first 6 to 9 
months after M-day, to end items—whether military or civilian; the responsi- 
bility for reaching the established levels of those programs will rest with 
industry itself, Mr. Truppner said, adding that supplemental regulations would 
be issued preventing rapid expansion of inventories, etc. He could see no 
alternative to this plan, explaining that a complex system could not be oper- 
ated in the first 6 to 9 months in any event. 

All-out war precipitated by a bomb attack on the United States.—In case of a 
bomb attack on this country, Mr. Truppner explained, most of the Nation’s efforts 
would be devoted to the task of maintaining a functioning Government; condi- 
tions that could possibly arise with respect to the degree of loss in various indus- 
tries are almost infinite, he added. 

Mr. Truppner is currently meeting with selected groups from different indus- 
tries to discuss this general subject, Mr. Wright announced. 

Discussion.—Answering a committee member’s question as to what would pre- 
vent manufacturers from hoarding materials after being ordered to cut back 
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production, Mr. Truppner said that an order has been drafted which would 
temporarily prohibit the major materials-supplying industries—steel, brass, and 
aluminum—from accepting new orders for future delivery unless they were for 
military and AEC production. Another proposed order would limit the tonnage 
which could be shipped from warehouses to the average weekly rate of the pre- 
ceding 4 weeks. The absence of priority ratings for nonmilitary end-item users 
would permit the supplying industries to allocate their own production for non- 
military purposes. Still another proposed regulation would establish the highest 
level that inventories could reach by designating a ratio based on previous order 
history. Therefore, undue inventory accumulation would be a violation of 
the regulations. 

Asked if the base period has been established, Mr. Truppner replied that legis- 
lation requires only that the base period must come after July 1, 1953. Unlike 
CMP, this system assigns most of the production job to industry itself, with the 
Government telling industry what is desired. 

To reassure the committee that controls will not be imposed without prior 
consultation with industry, Mr. Wright explained that BDSA is preparing control 
measures in draft form. These will be discussed with industry groups repre- 
senting a cross section of the particular industries affected. 


INDUSTRIAL DEFENSE PLANNING 


BDSA has many important responsibilities concerned with long-range mobili- 
zation readiness or industrial preparedness, William E. Haines, Assistant Deputy 
Administrator, BDSA, explained. The Office of Defense Mobilization has the 
prime responsibility for mobilization plans. Under directive from ODM, BDSA 
does the spade work which is required in connection with making recommenda- 
tions on mobilization matters such as industrial defense, industry evaluation, 
maintenance of a mobilization base, stockpiling, and many other matters. 

Emphasizing the complexity of the industrial defense program, he explained 
that the program is purely voluntary. The Government’s role is concerned with 
identifying critical industries and products, defining and analyzing general pre- 
and post-attack problems, enlisting the participation of industry, and providing 
guidance. Industry, however, must isolate its own problems. Once isolated, the 
problems can be identified as to their industrywide or individual company signifi- 
cance, A staff has been established in BDSA to render all possible assistance in 
the solution of such problems. 

Mr. Haines called attention to the work of the Industry Evaluation Board on 
industrial defense planning. This Board has screened the industrial economy of 
the country for the purpose of identifying the products, services, and facilities 
which are really key to defense mobilization, war production, and the supporting 
civilian economy. Of the some 300,000 manufacturing plants which now exist in 
the United States, approximately 4,000 are deemed critical to war production. 
Ratings have been assigned to such facilities and products by the IEB, and 
priority has been given them in plant protection and resumption of production 
planning. These facilities are owned by some 800 to 900 corporations, and their 
key officials are being consulted by BDSA concerning protective measures to be 
taken to insure continuity or resumption of production in case of enemy attack. 

In addition to the 4,000 critical plants, the Department of Defense also has a 
list of key facilities which consists of plants producing directly for the military. 
The two lists represent the hard core of essential production in the United States ; 
i. e., in the event of disaster these plants would be the first to be restored. 

While physical protection of industrial facilities is a necessary step toward 
insuring continuity of production in times of emergency, other matters must be 
considered, such as continuity of management and technical know-how at the plant 
supervisor level. While industry has done a good job of plant protection, Mr. 
Haines remarked, it has been neglectful in providing for continuity of manage- 
ment. He commented briefly on the excellent plans drawn up by the Koppers Co. 
and the American Machine & Foundry Co. He also directed attention to the 
following pamphlets which are available on request : 

1. American Industry and the Industrial Defense Program, issued by 
BDSA. 

2. Industry Guide To Planning for Restoration of Production, issued by 
the Department of Defense. 

3. Industrial Defense Planning Manual, prepared by a task group of the 
BDSA Iron and Steel Division and published by the American Iron and Steel 
Institute for BDSA. 

Mr. Haines believed that the industry members would find in these pamphlets 
many valuable suggestions which are generally applicable to industry. 


67271—56—pt. 3——__57 
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FEDERAL TAXES 


James C. Dockeray, tax consultant, Department of Commerce, discussed changes 
in the Federal tax policy during the past year and the role of the Department in 
the formation of that policy. 

Upon assuming office as Secretary of Commerce, Mr. Weeks announced that the 
Department would take an active part in the formation of tax policy. He believed 
that the manner in which taxes are levied was extremely important to business 
incentive as well as to operating problems and that a shift in balance was needed 
to encourage private investment and to stimulate personal incentive. To accom- 
plish this end a bill was introduced which revised and renumbered all but one 
section of the Internal Revenue Code, Mr. Dockeray explained. 

The Department of Commerce made certain recommendations which were well 
represented in the tax bill originally introduced but not so well in the bill signed 
into law. The Secretary had recommended that the tax base be broadened, 
believing that the excise tax rates should be much lower and cover a wider range 
of products. He also recommended that individual rates should receive more 
consideration. As only 16 percent of the revenue derived from personal income 
taxes comes from the upper tax brackets, he believed that the tax on the upper 
levels could be cut without much revenue loss. To stimulate investment incentive 
he also advocated a reduction in double taxation of dividends as well as accelera- 
tion in the rate of recovrey on depreciation. In addition, the Secretary made 
certain proposals on the technical features of the code, such as loss carryback 
provisions, and section 102 to prevent discrimination against small business. 

As finally approved, Mr. Dockeray reported, the bill cut certain excise taxes 
without providing for a replacement of lost revenue. Personal taxes were reduced 
beginning in January. Taxes on dividends were also somewhat modified, but only 
to a fraction of the amount hoped for. In addition, two statutory provisions were 
included for calculating depreciation in a manner which would substantially 
accelerate the rate of recovery on new investments. 

The Secretary’s recommendations for the 1955 tax bill are essentially the same 
as those made for 1954, Mr. Dockeray reported; i. e., the tax base should be 
broader, personal incentive should be stimulated through a reduction in personal 
taxes, the dividend received credit should be increased, and the capital gains tax 
should be adjusted downward. In addition, Mr. Weeks has recommended that 
income from foreign operations Should be treated more liberally to provide some 
incentive for foreign investment. 

The Treasury Department has several studies underway, such as the excise-tax 
problem, cooperatives, and private pension plans. The foreign trade incentive 
and capital gains problems are also being considered. 

Commenting on the recent elections, Mr. Dockeray anticipated that a drive 
would probably be made by the new Congress to cut excise taxes and to increase 
personal exemptions on income tax. Since some of the proposals, if adopted, 
would increase the national deficit substantially, he predicted very little change 
in the tax structure since the last Congress. While that structure could be 
improved upon, he believed that it is more nearly probusiness than it has been 
in the past. 

The Department of Commerce, by working closely with the Treasury De- 
partment, attempts to bring industrywide problems as well as those of an in- 
dividual nature, to the attention of appropriate officials, Mr. Dockeray said. 

Mr. Wright urged the committee members to bring any special problems to the 
attention of the Electrical Equipment Division, adding that the Division will 
submit them to Mr. Dockeray, who is collating industry’s views for presentation 
to Secretary Weeks. 


GENERAL OUTLOOK ON DISTRIBUTION 


The subject of distribution is very important, Mr. Wright said. It represents 
about half of the consumer dollar. In terms of national employment, it repre- 
sents about half of the gross national product of this country. He introduced 
Harry W. Ketchum, Acting Director, Office of Distribution, BDSA, who dis- 
cussed the BDSA program in the field of distribution. 

The distribution system is the biggest segment of the economy regardless of 
how it is measured, Mr. Ketchum remarked, adding that it vitally concerns this 
industry because of the extent to which it affects production. 

The outlook for distribution is keyed in directly with the outlook for the 
whole economy, he said. Commenting on the projections made by the Joint 
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Committee on the Economic Report as to what may be expected in the economy 
in the next decade, he said that they contemplate a possible rise in the gross 
national product by 1965 to $535 billion, a 50 percent increase over the 1954 level. 
To the American population, that would mean a 27 percent increase in per capita 
disposable income and at the same time could mean a 10 percent reduction in 
the average length of the workweek. This prediction is based on: (1) A con- 
tinuation of the present increase in population growth, assuming an increase of 
one-fifth over the present population rate; (2) a continued intensive program 
of research and development which, it is believed, can bring about a 40 percent 
increase in the output per man-hour; (3) an increase in the rate of business in- 
vestment; (4) an increase in the rate of Government expenditures in traditional 
tields, such as highway and school construction, major public works, etc., and (5) 
an inerease in the rate of consumer spending. This prospect, Mr. Ketchum be- 
lieved, is a tremendous challenge to the whole field of distribution. 

The question is often raised whether industry can sell all it produces, Mr. 
Ketchum noted. For the answer, he referred to an editorial in Sales Manage- 
ment magazine reporting on an analysis of what families bought during 1953 
and, conversely, what families did not buy in that year. Selecting the products 
that utilize fractional horsepower motors, Mr. Ketchum said that during 1953, 
according to the editorial, between 91 and 98 percent of United States families 
did not buy freezers, air-conditioners, vacuum cleaners, refrigerators, electric 
shavers, and washing machines, and 87 percent bought no automobiles. The 
article did not imply that every family buys these products every year, but the 
magnitude of sales not made would indicate that the market is far from being 
saturated. 

Describing the functions of the Office of Distribution, Mr. Ketchum said that 
it is concerned with stimulating distribution and assisting those engaged in 
distribution to expand markets and increase sales. In addition to the general 
areas of business services referred to by Mr. Honeywell, the Office is attempting 
to promote increased awareness and use by businessmen of the market informa- 
tion that is currently generated not only in Government but by business itself, 
he said. A tremendous amount of statistical material and market information, 
generated as a byproduct of various Government programs as well as by indi- 
vidual companies conducting market-research programs, is not as widely used 
as it might be. 

Commenting briefly on the publications program of the Office of Distribution, 
Mr. Ketchum directed attention to a monthly publication, the Distribution Data 
Guide, which was suggested by the National Distribution Council, an advisory 
sroup to the Secretary of Commerce consisting of representatives from every 
segment of manufacturing, distribution, and selling. A separate task force, he 
revealed, will tackle the problem of developing pipelines for getting market in- 
formation into the hands of people who are looking for markets. 

In addition to this monthly publication, the Office is developing for the use 
of businessmen a set of information bulletins providing four different kinds of 
coverage: (1) Reference sources for specific problems, subjects, or functions; 
(2) basic information on a particular function or agency in the distribution field, 
such as the “do-it-yourself” market; (3) a series of capital-requirements work- 
sheets to assist prospective businessmen in estimating the initial capital re- 
quired to enter the various distributive trades; and (4) summaries of financial 
data on various distributive trades for use by the individual businessman in 
evaluating his own performance against the common performance of others in 
the field and in discovering ways of reducing costs or increasing profits. 

Describing the organization of the Office, Mr. Ketchum said that it has a 
market and research development staff as well as a market operations staff. The 
arket and research development staff is equipped to work with market-research 
staffs of business firms interested in developing new ways of measuring markets, 
The market-operations staff performs the same function in the area of market 
operations. 

In closing, Mr. Ketchum remarked that the Office of Distribution represents 
the distributors in the same way as the Electrical Equipment Division represents 
the fractional horsepower motors and generators manufacturers. He invited 
the industry members to contact the OD for assistance with particular problems. 

In reply to questions, he said that the Distribution Data Guide is available 
at the United States Government Printing Office, Washington 25, D. C., at $2 
a year or may be obtained through any Department of Commerce field office. 
The information bulletins, as well as a list of them, may also be obtained from 
any Commerce field office free of charge. 
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REPORT OF TASK GROUP ON REQUIREMENTS AND CAPACITY 


The Fractional Horsepower Motors and Generators Task Group, appointed in 
November 1953, has completed the mission for which it was established, Mr. 
Wright explained, and has submitted its report, copies of which were furnished 
the committee members. For the benefit of the Government representatives 
present, Carney G. Laslie, Jr., Deputy Director, Electrical Equipment Division, 
read the task group report (see attachment). 

After some discussion, the report of the task group was unanimously en- 
dorsed by the committee members. In accepting the report, Mr. Wright com- 
mended the task group members (Harold C. Bodine, Robb W. James, and M. L. 
Schmidt) for their efforts on this project. 

Commenting on the industry’s suggestion that a study of servo motors should 
be made by some other group, Mr. Laslie said that the advisability of undertak- 
ing this as a separate study is being considered. 

In reply to a question, Mr. Laslie explained that the list of categories de- 
veloped by the task group, with the cooperation of military authorities, will 
facilitate future requirements studies should they become necessary. These 
categories are not intended as standards but merely represent a meeting of the 
minds between the Department of Defense and the industry for purposes of 
indentification. Some members pointed out that the categories have been based 
on manufacturing facilities while all previous lists have been based on the end 
use of the motors. 

Discussion centered on a letter written to several members of the committee 
by a member of the industry who was under the impression that, if the task 
group report is accepted by the IAC, his company will not be able to obtain cer- 
tificates of necessity ; for that reason, he suggested that the report be accepted 
with reservations. He also expressed the view that, while sufficient fractional 
horsepower motor facilities may be available at this time, it might become neces- 
sary at some later date to provide additional facilities or new equipment for the 
production of defense items of such special character that an ordinary plant or 
equipment might not be satisfactory. 

Mr. Wright and Mr. Laslie explained that an expansion goal has never been 
established for fractional horsepower motors, adding that any tax amortization 
granted was for special military motors and not for standard fractional horse- 
power motors. An expansion goal has been set, however, for military items of 
a specialized nature for which tax-amortization certificates may be granted. 
Servo motors, of course, might fall in this category. A committee member sug- 
gested that the Electrical Equipment Division answer the letter, and Mr. Wright 
indicated that this would be done. 


DATE OF NEXT MEETING 


The next meeting of the committee was left subject to call by the Government 
presiding officer. Mr. Laslie explained, however, that a meeting could be called 
at the request, accompanied by a proposed agenda, of any three members of the 
committee. 


REPORT OF TASK GROUP ON FRACTIONAL HORSEPOWER MOTORS AND GENERATORS 


The task force recommended by the Industry Advisory Committee meeting on 
May 26, 19538, to: (1) Determine more accurately potential military requirements 
for fractional horsepower motors and generators, (2) categorize these items, and 
(3) make recommendations on the best method of providing for both military 
production and essential civilian needs in the event of a sudden emergency has 
been meeting with representatives of the Government since November 1953. 

The task force feels that it has now completed the mission for which it was 
established. An analysis of the problems involved led the task force initially 
to a consideration of the establishment of categories agreeable both to industry 
and to the military departments. 

Tentative categories have been developed with the military which will facili- 
tate requirement studies should they become necessary. (A copy of these cate- 
gories is attached for your consideration and approval. ) 

The task force has carefully explored the needs for a mobilization requirements 
and capacity study. We feel that there exists ample capacity to meet mobiliza- 
tion requirements both for military production and for essential civilian needs. 
Before arriving at this conclusion, we have reviewed all available data in the 
Electrical Equipment Division, Business and Defense Services Administration. 
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In its deliberations, the task force has not considered the problem of servo 
motors since it is our opinion that these are a separate problem for study due 
to the differences in the manufacturers and manufacturing techniques. We 
have no comment to make on the desirability of such a study. 

Inasmuch as the task force finds that there is no shortage of capacity, no action 


is taken on request No. 3 above. 
HARoLp C. BopDINE, 


Ross W. JAMES, 
M. L. ScHMIDT. 


NOVEMBER 4, 1954. 
TENTATIVE CATEGORIES FRACTIONAL HORSEPOWER MOTORS 
(Does not include servo type) 


Subfractional (under 4 inches diameter motor) : 


I. Alternating current induction type: 
A. Commercial type: 
1. Shaded pole 
2. Geared motors 
3. Other induction 
B. Lightweight aircraft type: 
1. Geared 
2. Nongeared 
Ei... BAM? 
A. Commercial type: 
1. Nongeared motors 
2. Geared motors 
B. Lightweight aircraft type: 
1. Geared 
2. Nongeared 
III. Universal: 
1. Nongeared 
2. Geared 
3. Motor parts 


Fractional (4 inches up to 74% inches diameter motor) : 


I. Alternating current induction type: 

A. Commercial type: 
1. Shaded pole 
2. Geared motors 
3. Other induction 
4. Motor parts (no end shield) 

B. Lightweight aircraft type: 
1. Geared 
2. Nongeared 

II. D. C.: 

A. Commercial type: 
1. Nongeared 
2. Geared 

B. Lightweight aircraft type: 
1. Geared 
2. Nongeared 

III. Universal: 

1. Nongeared 

2. Geared 

3. Motor parts 


TENTATIVE CATEGORIES FRACTIONAL HORSEPOWER MOTORS, GENERATING EQUIPMENT, 
AND SPECIALTIES 


I. Generators: 
A. Commercial type 
B. Lightweight aircraft type 
II. Dynamotors (direct current to direct current) single unit: 
A. Under 4 inches outside diameter 
B. Over 4 inches outside diameter 
III. Inverters (direct current to alternating curent) single unit: 
A. Under 750 volt-amperes 
B. 750 volt-amperes and over 
IV. Self-synchronous equipment and instrument types of rotating equipment 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF ALUMINUM Propucers INDUSTRY ADVISORY COMMITTEE, 
JANUARY 28, 1955 


Dr. George Perkins, Director, Aluminum and Magnesium Division, BDSA, 
Mr. W. S. Floyd, Assistant Director for Materials, ODM, Government presiding 
officers 

Committee Members 


*D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 

*Frank L. Magee, Aluminum Company of America, Pittsburgh, Pa. 

*I). A. Rhoades, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Thomas J. Ready, Jr., Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
R. S. Reynolds, Jr., Reynolds Metals Co., Richmond, Va. 

David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


H. C. McCord, Aluminum Company of America, Pittsburgh, Pa. 7 
Ward C. Humphreys, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Maxwell Caskie, Reynolds Metals Co., Richmond, Va. 

W. M. Wells, Reynolds Metals Co., Richmond, Va. 

J. M. Stuart, Reynolds Metals Co., Louisville, Ky. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Business and Defense Services Administration: 
Charles F. Honeywell, Administrator 
William A. White, Sr., Assistant Deputy Administrator 
A. W. Winston, Assistant Administrator 
Charles R. Hersum, Director, Industry Advisory Committee staff 
Anne Bethea, summary writer, Industry Advisory Committee staff 
Aluminum and Magnesium Division: 
W. E. Dunlap, Deputy Director 
H. C. Erskine 
A. A. Snow 
M. Bailkin 
Other agencies: 
Office of Defense Mobilization : 
James P. Durkin, Assistant General Counsel 
Edwin A. Harris, Chief, Light Metals Division 
General Services Administration : 
A. J. Walsh, Commissioner, Emergency Procurement Service 


PURPOSE OF THE MEETING 


The Aluminum Producers Industry Advisory Committee met on January 28, 
1955, under the sponsorship of the Business and Defense Services Administra- 
tion, for the purpose of obtaining for the Office of Defense Mobilization indus- 
try’s views on metal availability for the aluminum stockpile program. 

Dr. George Perkins, Director, Aluminum and Magnesium Division, BDSA, and 
Mr. W. S. Floyd, Assistant Director of ODM for Materials, were the Government 
presiding officers. 

OPENING REMARKS 

Charles R. Hersum, Director, Industry Advisory Committee Staff, BDSA, 

opened the meeting and commented briefly on the rules of conduct governing 


industry advisory committee meetings. 
Mr. Perkins then presented BDSA Administrator Charles F. Honeywell to the 


committee. 


*Present at meeting. 
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INDUSTRY COOPERATION IN THE WOC PROGRAM 


Mr. Honeywell expressed his appreciation for the aluminum industry’s support 
of the WOC program and complimented the industry on the high caliber of men 
which it has made available to BDSA. The WOC program is constantly expand- 
ing as more industries are becoming aware of the advantages of maintaining this 
type of liaison between industry and Government. WOC’s are needed not only 
to staff the industry divisions but also to fill the Assistant Administrator posi- 
tions, he emphasized. The present Assistant Administrator for the metals area, 
Mr. Arthur W. Winston, was drawn from the magnesium industry. Two mem- 
pers of the aluminum industry, Messrs. Harry Smith and Raymond G. Boyd, also 
served as Assistant Administrators in this area, Mr. Honeywell recalled, adding 
that he hoped that industry cooperation would continue as it has in the past. 
Since WOC’s for the Assistant Administrator position will be rotated every 6 
months among the steel, copper, and aluminum industries, the aluminum industry 
would probably be called on to furnish a man for the last half of 1956. 

In commenting on the problem of overlapping requests from various agencies 
for industry assistance, Mr. Honeywell recalled a suggestion made at a recent 
steel industry meeting that BDSA, being the prime recipient of the industry's 
manpower, should assume responsibility for providing the services that other 
agencies want. 

At a recent meeting of the task group appointed to study and make recommen- 
dations on the future programs and activities of the Division, Dr. Perkins 
reported, members of the aluminum industry indicated that the industry could 
be counted on to furnish WOC’s for the Assistant Administrator and Division 
Director positions when so requested by BDSA. 


METAL AVAILABILITY FOR THE ALUMINUM STOCKPILE PROGRAM 


Current status of the stockpile program.—Edwin A. Harris, Chief, Light Metals 
Division, ODM, explained that special arrangements had been made to obtain 
security clearances for everyone in attendance as classified material would be 
discussed. 

After reviewing developments since the last meeting of the industry, Mr. 
Harris, with the aid of classified charts pertaining to stockpile matters, com- 
mented on the planning that has gone into the development of the present stock- 
pile program. 

Back in 1952, he recalled, requirements for full mobilization were projected 
over a war period on the premise of meeting defense requirements in full and 
maintaining the civilian economy at a subsistence level. At that time, ODM 
also obtained a calculation of the total wartime supply from the primary and 
secondary domestic industry. The difference between the supply and require- 
ments figures indicated a deficit in metal availability to meet full mobilization 
requirements. The solution to the problem of filling the gap was to raise the 
expansion goal by an amount which, if met before the outbreak of war, would 
supply one-third of the deficit. In line with this thinking, the stockpile objective 
was set at the amount of the remaining two-thirds of the gap. As time went on, 
however, the international situation did not worsen, thus providing more time 
for planning. Also, actual shipments of the domestic industry decreased sub- 
stantially as compared with the previous year, suggesting that the stockpile 
could be accumulated at a more rapid rate than was originally estimated. Also, 
Canada’s coming into the market more strongly than in the past gave rise to 
the belief that a larger supply could be counted on from that source to increase 
availability of metal in the domestic market. In the light of these factors, the 
industry was asked to submit its best estimates of its requirements on a 5-year 
projected basis to assist the Government in the maximum stockpile program 
which could be accomplished without further facilities expansion. As it became 
apparent that the entire wartime deficit could be met with a higher stockpile 
and that this could be completed in a reasonable period of time, the expansion 
program was dropped. The stockpile program adopted provides for a steady 
reduction in the rate of acquisitions for 1954-57, with acquisitions gradually 
tapering off until the goal is reached. This program has not been universally 
accepted as ideal, Mr. Harris said, adding that some authorities have expressed 
concern that the projected date for completion of the objective extends well into 
the future. However, after many discussions with the Defense Mobilization 
Board, a decision was made to follow this program, which was also cleared 
informally with members of the Joint Committee on Defense Production. 





2088 WOC’S AND GOVERNMENT ADVISORY GROUPS 


Discussion.—On the basis of a classified table showing figures on projected 
aluminum distribution for 1955-57, prepared by ODM, and a summary entitled 
“Aluminum Supply, 1950-57, and Demand, 1950-54,” prepared by the Division, 
copies of both of which were distributed at the meeting, the committee discussed 
at length the amount of aluminum scheduled for the stockpile in 1955. Some 
members urged that the program for stockpile accumulations be made more 
flexible as to delivery time and also that the amount earmarked for stockpile 
in the second quarter be adjusted downward. Other members indicated that 
they were willing to rely on the judgment of the Government on how best to 
implement the stockpile program. However, stockpile requirements should be 
so tempered as not to starve the civilian economy; a strong aluminum industry 
will have more resiliency and be more readily available in an emergency, the 
committee members emphasized. 

Committee members called the attention of ODM and BDSA officials to an 
apparent tightening of the aluminum supply which is being accompanied by 
considerable scare buying of metal. This was attributed, in part, to replenish- 
ment of inventories on the part of both the consumers and their customers. 
Coming labor negotiations are causing customers, especially, to stock up in 
anticipation of another price increase. 

The export of scrap has also contributed to the distortion by draining material 
out of the market which was normally considered part of the domestic supply, 
committee members revealed. This pressure, they said, has resulted in higher 
prices for secondary metal, causing consumers to rely more heavily on primary 
metal. They were confident, however, that, if the industry is allowed some flexi- 
bility in furnishing metal for the stockpile, the metals situation would correct 
itself by the end of the year, if not by the end of the third quarter. Filling the 
demand for primary metal in the first quarter, they declared, would cause a 
subsidence of demand in subsequent quarters. 

Mr. Harris proposed that the industry’s problem might be alleviated (1) by 
extending delivery of the quantities called for in the first quarter to June 30, 
1955, and (2) by having ODM issue calls for the 6-month period covering the 
second and third quarters of the calendar year for delivery not later than 30 
days after the close of the third quarter. This would put the industry in the 
more flexible position of handling the second-quarter call in the third quarter if 
it became necessary to do so. The stockpile objectives, he believed, could be met 
by following this plan, which is predicated on the assumption that the overall 
projections for the year are fairly sound. A committee member, comparing the 
two tables that had been distributed, observed that Division figures show the 
amount available for civilian use in 1955 as being 10 percent greater than in 1954, 
He also commented that during 1954 direct military shipments never equaled the 
quantities set aside for this purpose. Mr. Harris indicated that, according to the 
Department of Defense, military needs in 1955 will follow substantially the same 
pattern as in 1954. 

After discussing the matter, the committee favored operating under the plan 
proposed by Mr. Harris if ODM would approve it. They stipulated, however, 
that prior to the end of June the committee should be called in again to review 
the program in the light of circumstances existing at that time. 

After some discussion, the date of the next meeting of the committee was set 
for Tuesday, May 24, 1955. 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


The committee recommended : 

1. That delivery of first-quarter stockpile acquisitions be extended to June 
30, 1955. 

2. That ODM issue calls for the 6-month period covering the second and 
third quarters, for delivery of the total not later than 30 days after the 
close of the third quarter, or November 1. 

3. That the program be reviewed on May 24, 1955, in the light of circum- 
stances existing at that time. 


CLOSING REMARKS 


Mr. Floyd thanked the committee members for a most instructive and interest- 
ing meeting. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF ALUMINUM PRODUCERS INDUSTRY ADVISORY COMMITTEE, 
Marcu 7, 1955 


H. C. Erskine, Director, Aluminum and Magnesium Division, BDSA, Government 
presiding officer 


COMMITTEE MEMBERS 


*D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 

Frank L. Magee, Aluminum Company of America, Pittsburgh, Pa. 

*D. A. Rhoades, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Thomas J. Ready, Jr., Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
R. S. Reynolds, Jr., Reynolds Metals Co., Richmond, Va. 

*David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


Harry L. Smith, Jr., Aluminum Company of America, Pittsburgh, Pa. 
Ward C. Humphreys, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
Maxwell Caskie, Reynolds Metals Co., Richmond, Va. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Marshall M. Smith, Deputy Assistant Secretary for International Affairs 
John Kilby, Bureau of Foreign Commerce 
Carl F. Oechsle, Deputy Assistant Secretary for Domestic Affairs 
E. C. Grim, Advisory Committee on Export Policy 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
William A. White, Sr., Assistant Deputy Administrator 
Arthur W. Winston, Assistant Administrator 
Herman Director, advisor on stockpiling and conservation 
George Elliman, advisor on foreign activities 
Richard Blaisdell, Office of Public Information 
Charles R. Hersum, Director, Industry Advisory Committee staff 
Anne Bethea, summary writer, IAC staff 
Aluminum and Magnesium Division: 
A. A. Snow 
Morris Bailkin 
Other agencies: 
Office of Defense Mobilization: 
Victor E. Cooley, Deputy Director 
Edwin A. Harris, Office of Materials 


PURPOSE 


A meeting of the Aluminum Producers Industry Advisory Committee was held 
on March 7, 1955, to obtain the industry’s views on metal availability for the 
aluminum-stockpile program and to review the scrap-export situation. 

H. C. Erskine, Director, Aluminum and Magnesium Division, BDSA, was the 
Government presiding officer. 


METAL AVAILABILITY FOR THE ALUMINUM-STOCKPILE PROGRAM 


After opening the meeting, Mr. Erskine distributed a table entitled ‘‘Alumi- 
num Supply 1950-56 and Demand 1950-54,” prepared by the Division. He also 
discussed statistics (classified) on the aluminum-stockpile program for 1955-56. 
The conclusion reached from these figures, he stated, is that a deficit in metal 
availability will occur in 1955 and 1956. He then invited comments from the 
industry. 


*Present at meeting. 
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Discussion.—The committee members called the attention of ODM and BDSA 
officials to the critical situation that has developed in the aluminum industry 
and questioned the validity of the requirements which they are being asked to 
meet. They attributed the artificiality in demand partly to scare buying, 
amounting almost to hysteria, whereby consumers are placing orders for primary 
aluminum far beyond their normal usage which the producers are unable to fill, 
causing consumers to claim that they cannot obtain the material needed for their 
operations. This scare buying is due in part to anticipated price increases in 
view of union contract renewals in the midyear, they believed. 

Contributing to the critical condition of the industry today is the sharp rise 
in scrap exports coupled with the steady decline in scrap imports at the very 
time when the economy of the country is rapidly expanding. The situation that 
has developed in the secondary market has also contributed to the pressure on the 
primary producers, for the higher price of secondary metal in causing consumers 
to rely more heavily on primary metal. This trend is also communicated to the 
scrap market. For example, fabricators are refusing to turn back their scrap 
to the sheet rollers and are offering it on the open market at prices higher than 
those for primary pig. 

The consensus of the committee was that the stockpile requirement for 1955 
should be reduced by the amount of the 1955 deficit in.metal availability less the 
amount anticipated for scrap exports, the reduction to become effective during the 
second, third, and fourth quarters of 1955. The amount of the reduction would 
be repaid subsequent to 1955. They opposed any reduction in the stockpile goal. 
To afford industry the maximum benefit, they urged that action should be taken 
before the end of the first quarter. 

In support of their position, the committee members declared that present 
stockpile policies are stifling the industry’s growth and throttling competition. 
Producers are forced to ration their output much in the manner of a self-imposed 
CMP. New uses and markets for the industry’s products must be developed now 
to absorb the industry’s production several years hence when the stockpile goal 
has been achieved. ‘They recalled the temporarily depressed condition of the 
industry when controls were removed both after World War II and the Korean 
emergency. Once inventory problems were solved, however, the industry con- 
tinued to grow. 

Development of new and legitimate uses for aluminum has been minimized, the 
members declared. Figures cited by one member indicated that the increased 
demand for aluminum products in 1955 as compared with 1954 will almost equal 
the amount of the 1955 deficit discussed. Another fact mentioned was that 
United States and Canadian primary production has increased tenfold since the 
advent of World War II. 

The members also cited difficulties in obtaining financial aid from banks for 
expansion purposes. They attributed this to the inflexible nature of the stockpile 
program which is preventing the industry from proving the extent of civilian 
demand. If the program were relaxed somewhat, the industry would be better 
able to expand without Government help. 

The country is far better prepared for an emergency than it was 2 years ago 
when shipments were not being made to the aluminum stockpile, they commented. 
A reduction in the 1955 stockpile accumulations would not imperil the security 
of the Nation; additional production will start coming in by the end of the 
year which, coupled with the amount of metal already in the stockpile, plus 
additional capacity that could be installed within 15 months with additional 
equipment, will adequately cover the Nation’s needs. 

In reply to Mr. Erskine’s question, a committee member said that the deferral 
of stockpile deliveries suggested at the last meeting of the committee will not 
make any more aluminum available to their customers. If this arrangement is 
followed, at least one company would have to shut down a good portion of its 
operations in the third and fourth quarters of 1955. 

The committee suggested that production contracts be extended for the reacti- 
vated facilities at Badin and Massena so as to relieve the demand correspondingly 
on the other expanded facilities of the industry. 

The committee members also called attention to the fact that, under present 
expansion contracts, metal produced by expanded facilities that is not earmarked 
for the primary producers must go either into the stockpile or to nonintegrated 
producers. Therefore, should stockpile accumulations be reduced, the noninte- 
grated producers would have a priority on the released metal. If the committee’s 
recommendation is followed, this problem should be seriously considered and a 
procedure developed for disposing of the supply which will be released. The 
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committee members, with long experience and knowledge of the trade, offered 
to assist in the solution of this problem if so requested by the Government. They 
also suggested that some provision may have to be made for fabricators who have 
no conversion facilities. 

A committee member explained a GSA procedure whereby the industry is 
required first to advertise in the American Metal Market the availability of any 
metal not taken into the stockpile and then to make quarterly reports to GSA 
on sales to nonintegrated users. 


SCRAP EXPORT SITUATION 


Several charts and tables were distributed at the meeting, depicting United 
State Exports of Aluminum Scrap, 1953-54, Net Imports or Exports of Aluminum 
Scrap, 1953-54, and Estimated 1955, and Primary, Secondary, and Scrap Alumi- 
num Prices, 1954-55. Total exports of aluminum (including those to Canada) in 
1953 amounted to 45.9 million pounds and included 9,162,000 pounds of scrap, Mr. 
Erskine reported. In 1954, scrap accounted for 78,676,000 pounds of total 
aluminum exports of 106 million pounds. Export licensing in 1955 is continuing at 
about the 1954 level. From 1943 to 1954, scrap imports showed a net gain over 
scrap exports. However, in 1954, this trend was reversed with 79 million pounds 
exported and only 19 million pounds imported. 

Discussion—The committee unanimously recommended that the exportation of 
scrap be limited as far as possible in the second quarter 1955 and that the situa- 
tion be reviewed for the third quarter. If a reduction is made in stockpile 
accumulations for 1955, they advocated that a reasonable ceiling should also be 
placed on export shipments of primary pig, ingot, and secondary ingot to prevent 
domestic purchasers from reselling abroad at high prices. This would bolster 
any benefits resulting from the limitation of scrap exports. The inclusion of mill 
products was not advocated since imports into the United States have been 
rising at a substantial rate, indicating that a surplus exists abroad; therefore, 
it is unlikely that these products would be exported from the United States. 

A limitation was suggested of 2 million pounds (gross) ner avarter on scrap 
exports and 2 million pounds (gross) per quarter on primary pig and ingot, 
including secondary ingot, but no conclusion was reached as to what the figure 
should be. The committee members emphasized, however, that only a strong 
release of metal would produce the desired results in the secondary market and 
indicated that they would favor any reasonable limitation which would correct 
the serious imbalance that exists in the secondary market without throttling 
normal exports of primary and mill products. 

Commenting on other factors that must be considered, the committee empha- 
sized that, as some producers have foreign connections, any export restrictions 
imposed should take into account the historical pattern of shipments. Some con- 
sideration would also have to be given to plants that are coming back into op- 
eration after a shutdown. They pointed out that some members have plants 
in Mexico that use pig and ingot, one of which has been operating only a short 
time. If exports to Mexico are curtailed, production in those plants would be 
hampered, It was also pointed out that a large percentage of exports are voing 
into Canada for defense products, some of which are being made for the United 
States. In view of these and other considerations, the committee suggested 
that the matter be studied very carefully. 

As licenses are not required for shipments to Canada, John Kilby, Bureau of 
Foreign Commerce, stated, the United States has no way of restricting exports 
to that country. 

The figures on 1954 scrap shipments, Marshall Smith, Deputy Assistant Secre- 
tary for International Affairs, observed, show that shipments in December were 
at almost the same level as in February, with demands from West Germany 
exceeding those of other countries. 

Questioned about restrictions on copper exports, Mr. Smith explained that 
these involve several factors quite different from those in the aluminum situa- 
tion; for example, as the United States is largely dependent on copper imports 
and does not control the source of supply, restrictive action could be justified 
even at the expense of friendly foreign countries. In the case of aluminum, 
however, the same justification for drastic action does not exist. However, 
this matter has not yet been evaluated from the international standpoint, he 
said, adding that the type of action taken by the Government would depend on 
the duration of the situation in the aluminum industry and the possibilities 
for its alleviation. 
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Edwin A. Harris, Office of Defense Mobilization, indicated that reducing scrap 
exports to the figures discussed would be a tremendous undertaking, particu- 
larly in view of the situation in West Germany. According to all reports, he 
said, their demands for scrap are due to an overall metal shortage. If they 
cannot buy scrap, they will have to obtain metal from somewhere. Therefore, 
as mentioned before, curtailing only scrap exports will not eliminate the trouble. 

The committee further explained that, if part of the 1955 deficit in metal 
availability could not be corrected by restricting exports, as has been suggested, 
the industry would ask that the total amount of the stockpile accumulations 
be reduced by an amount necessary to bring the metal situation in balance in 
this country. Restricting exports is preferable, they said, because the custo- 
mary users of scrap should not be forced to look for a new source of material. 
Such a restriction would also encourage the generators of scrap to release their 
stocks instead of holding them for higher prices. 

In reply to questions, Mr. Erskine explained that BDSA will submit the com- 
mittee’s recommendation to the Secretary for consideration. The decision on 
stockpile matters will ultimately have to be made by ODM, but the imposition 
of export controls is a responsibility of the Commerce Department. 


DEPARTMENT OF COMMERCE 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF DOMESTIC COMMUNICATIONS OPERATING INDUSTRY ADVISORY 
COMMITTEE, JUNE 23, 1955 


Hugh A. Barnhart, Communications Equipment Division, 
Government presiding officer 


COMMITTEE MEMBERS 


C. C. Duncan, American Telephone & Telegraph Co., New York, N. Y. 
*Cole A. Armstrong, American Telephone & Telegraph Co., New York, N. Y. 
*Charles M. Mapes, American Telephone & Telegraph Co., New York, N. ¥. 
*L. W. Hill, Carolina Telephone & Telegraph Co., Tarboro, N. C. 
*Fred G. Macarow, the Chesapeake & Potomac Telephone Co., Washington, D. C. 
*L. F. Shephord, General Telephone Company of Pennsylvania, Erie, Pa. 
J er D. Stockton, Illinois Bell Telephone Co., Chicago, Ill. 
*R. A. Lumpkin, Illinois Consolidated Telephone Co., Mattoon, II). 
*William C. Henry, Northern Ohio Telephone Co., Bellevue, Ohio. 
*Clifford L. Sampson, Northwestern Bell Telephone Co., Omaha, Nebr. 
Carl D. Brorein, Peninsular Telephone Co., Tampa, Fla. 
*Frank 8S. Barnes, Rock Hill Telephone Co., Inc., Rock Hill, 8S. C. 
*C. Earl Schooley, Southern Bell Telephone & Telegraph Co., Atlanta, Ga. 
Rupert E. Shotts, Telephone Services, Inc., Chicago, Il. 
*Joseph R. Redman, the Western Union Telegraph Co., Washington, D. C. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


R. W. Miller, American Telephone & Telegraph Co., New York, N. Y. 

Clyde 8S. Bailey, United States Independent Telephone Association, Washing- 
ton, D. C. 

G. S. Paul, the Western Union Telegraph Co., New York, N. Y. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of Commerce: 
Lothair Teetor, Assistant Secretary for Domestic Affairs 
Business and Defense Services Administration : 
Charles F. Honeywell, Administrator 
H. B. McCoy, Deputy Administrator 


*Present at meeting. 
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Stanley F. Damkroger, Assistant Administrator 
Dr. Kurt E. Rosinger, Chairman, Industry Evaluation Board 
Howard R. Gaetz, adviser on Government competition 
yeorge E. Peterson, Director, Copper Division 
William Meissner, Jr., Deputy Director, Copper Division 
Hugh A. Barnhart, Director, Communications Equipment Division 
Alexander J. Falk, Deputy Director, Communications Equipment Division 
Edward W. Dillon, Communications Equipment Division 
Ernest C. Shaffer, Communications Equipment Division 
Charles R. Hersum, Director, Industry Advisory Committee staff 
Maria Rotondo, summary writer 
Todd Wright, Office of Public Information 
Other agencies: 
Harold M. Botkin, Assistant Director for Telecommunications, ODM 
Fred Alexander, Telecommunications, ODM 
William N. Lawrence, Deputy Assistant Director for Production, ODM 
George Larkin, Office of Assistant Secretary of Defense (Supplies and Lo- 
gistics), Department of Defense 
James H. Bower, Office of Assistant Secretary of Defense, Department of 
Defense 
R. H. McRoberts, Federal Civil Defense Administration 


PURPOSE OF THE MEETING 


The Domestic Communications Operating Industry Advisory Committee met on 
June 23, 1955, to consider the following agenda: (1) BDSA goals and accomplish- 
ments, (2) state of preparedness for Industrial mobilization, (3) progress and 
development of domestic telephony study and location of critical facilities by 
Industry Evaluation Board, (4) mobilization of national communications in the 
atomie age, (5) review of proposed communications mobilization, conservation, 
and Preference Rating Order M-77 for telephone and telegraph industry. 

Mr. Hugh A. Barnhart, Director, Communications Equipment Division, BDSA, 
was the Government presiding officer. 


OPENING REMARKS 


In calling the meeting to order, Mr. Barnhart welcomed the committee members 
and thanked them in behalf of BDSA and the Department of Commerce for their 
attendance at this seventh meeting of the committee since it was organized 
under the aegis of the National Production Authority and the second meeting 
since the formation of the Business and Defense Services Administration. He 
particularly welcomed the presence at this meeting of Mr. Clyde S. Bailey of 
the United States Independent Telephone Association, and Mr. G. S. Paul, the 
Western Union Telegraph Co., both of whom were attending as nonmembers of 
the industry advisory committee. 


INTRODUCTORY REMARKS 


Extending greetings for Secretary of Commerce Weeks and the Department 
of Comerce, Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic 
Affairs, called attention to the informal nature of meetings with industry and 
their value as a forum for the mutual exchange of views between executives 
actively engaged in private enterprise and former businessmen now employed by 
Government. He also paid high tribute to the career civil servants of the 
Department whose cooperation and assistance contribute to the management of 
Department affairs and lend continuity to Government administration. 

A primary aim of the Department of Commerce is to create an atmosphere 
friendly to business, Mr. Teetor stated, and to show active interest in industry 
problems by first seeking information and advice on current problems and then 
lending all possible assistance toward their solution within Government. It is 
not the intention of the Department to hinder business by regulatory or super- 
visory action but rather to help it whenever aid is sought or a particular problem 
is called to the Department’s attention on which it can take some appropriate 
action, he said. 

While it might be more desirable to devote the Department’s effort to improving 
peacetime aspects of industry and business, existing conditions in the world 
today are such that much time must be devoted to preparedness for mobilization, 
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Mr. Teetor commented, noting that most of this responsibility falls on BDSA. 
With the cooperation of industry, however, and long-time career officials like 
Mr. H. B. McCoy (Deputy Administrator, BDSA) who have a vast experience 
and knowledge in this field, defense preparedness objectives are being carried 
out, Mr. Teetor stated. He assured the committee members of a sincere wel- 
come and invited them to call on the Department or BDSA for whatever assist- 
ance they can give either to individual businessmen or industry as a whole. 


BDSA GOALS AND ACCOMPLISH MENTS 


Mr. Charles F. Honeywell (Administrator, BDSA) briefly reviewed the organi- 
zation of BDSA which is composed of 25 industry divisions representing over 
400 industries. 

Although major responsibilities of BDSA center on defense and industrial 
mobilization matters, to be discussed by Mr. McCoy, a third function is to serve 
business, Mr. Honeywell stated. Services to business and industry through 
appropriate representation in Government were conceived by the Department 
of Commerce over 20 years ago, he said, but the principles had become dormant 
until the present administration. Representation in Government for business 
and industry are now definite philosophies of both the administration and BDSA, 
combined with a sincere desire to provide business an opportunity to express its 
views prior to final Government action on any matter which affects it. Whenever 
legislation, or a Government action related to business or industry, is pending 
before the executive or legislative branches of the Government, industry now 
has an established right to voice its opinions through BDSA and Department of 
Commerce channels, he stated. Specific problems affecting business may also 
be referred to proper Government agencies, and possible solutions reached, with 
BDSA officials serving as intermediaries in these cases. 

WOC program.—The administration of BDSA could not have been as success- 
ful as it has been without the teamwork provided by business and industry, Mr. 
Honeywell continued. He spoke highly of the WOC program whereby industry 
loans specialists and executives to the Government without Federal compensa- 
tion for limited periods of time on a rotation basis. Without this kind of 
industry support and cooperation, he said, BDSA objectives could not have been 
accomplished. The advice of industry personnel such as Hugh Barnhart, Elmer 
Pothen, and others who have served as division directors has been invaluable, 
Mr. Honeywell stated, thanking them personally for their services as WOC 
executives. 

Trade association representation.—He also welcomed Mr. Bailey, saying that 
attendance of trade association executives at industry advisory committee meet- 
ings is a departure from past practice. The policy has recently been established 
in the Department of Commerce, he said, that trade association executives may 
participate in all types of industry meetings with the Department, including 
industry advisory committees, when the executives have a knowledge of the 
subject and their attendance is appropriate. 

Trade association executives can make a tremendous contribution to these 
meetings and the work of BDSA, Mr. Honeywell believed. In conclusion, he 
thanked the committee members and other industry representatives present for 
attending the meeting. He expressed also particular appreciation to the inde- 
pendent operators for their willingness to furnish WOU officials to assist in the 
work of BDSA. Through this type of cooperation, industry-Government acecom- 
plishiments may continue to be strengthened through the combined efforts of 
Comerce, BDSA, and other departments and agencies of the Federal Government. 


STATE OF PREPAREDNESS FOR INDUSTRIAL MOBILIZATION 


Reviewing activities in the field of mobilization readiness, Mr. MeCoy com- 
mented that the matter is of very personal interest to the President and that 
one of his first actions upon assuming office was to firmly state the importance 
of being able to readily convert from a relatively peacetice status to one of 
emergency. 

Readiness consists of both military and industrial defense planning, Mr. MeCoy 
stated, the former responsibility falling on the Department of Defense and the 
portion affecting the civilian economy being delegated to the Office of Defense 
Mobilization. In turn, ODM has redelegated a large portion of this latter 
responsibility for industrial readiness to the Department of Commerce—a new 
peacetime function for this Department. 
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Two basic authorities under which these defense responsibilities are car- 
ried out are: (1) the Defense Production Act, which is now before Congress 
for extension, and which provides extraordinary emergency powers to the 
executive branch, and (2) the National Security Act, as amended, which also 
authorizes certain mobilization readiness planning. 

Planning is based on certain assumptions as to types of possible emergencies, 
varying degrees of enemy attack, and defensive actions that might be taken. 
Decisions as to type of possible defensive action by the United States rest with 
the National Security Council and the Joint Chiefs of Staff who formulate basic 
plans to be carried out in part by Commerce and BDSA as determined by ODM. 

For the first time in his experience as a career employee, Mr. McCoy ob- 
served, this Nation is better prepared in terms of required weapons, materiel, 
and other defensive implements than it has ever been before. An extensive 
supply-requirements analysis has been made to obtain information about mo- 
bilization base adequacy. The Department of Defense has determined re 
quirements for 1,000 major military items while the Department of Commerce 
has developed information on defense-supporting items and items needed to sup- 
port a rock-bottom civilian economy. Deficits in total productive capacity were 
thus estimated by comparing supply and requirements information on military 
weapons, war-supporting products, and essential civilian items. 

Defense materials system.—Another phase of preparedness planning has been 
the drafting and approving of a defense materials system (DMS) which re 
placed CMP as a materials and production control system, Mr. McCoy reported 
Actually, DMS now controls or regulates military production or construction, 
he said. It also provides a priority system in being which can be readily put into 
effect in the event of a serious emergency. Since this readiness measure would 
not be discussed in its operational detail at this time, Mr. MeCoy suggested that 
the committee members might find it profitable to read copies of a descriptive 
pamphlet prepared by BDSA which were distributed to them. 

Briefly DMS requires that the Department of Defense and the Atomic 
Energy Commission estimate future program requirements for primary basic 
materials such as steel, copper, and aluminum, and submit these requirements 
for military and AEC production and construction to ODM for review. ODM 
approves authorized schedules and allotments and the two claimant agencies 
(DOD and AEC) in turn allot controlled materials to the other Government 
agencies involved in direct defense production or construction. 

Chief features of DMS are its reduction of necessary and involved paper 
work on the part of prime military contractors, a more accurate determination 
of military requirements for basic raw materials, and its ready convertibility 
from an existing peacetime control system to a wartime measure which will 
permit rapid industrial mobilization. 

Standby orders.—BDSA, through its Industry Divisions, has been engaged in 
drafting standby orders and discussing them with industry groups similar to 
this, Mr. MeCoy stated, in order to provide industry with advance information 
on production levels which they might be expected to maintain in an emergency, 
and to synchronize steps that will be taken by various segments of the econom) 
in the initial stages of an emergency. 

Although the confidential nature of military plans has prevented discussing 
details of order M-77 for the telephone and telegraph industry up to this time, 
standby orders are now being taken up with the affected industries as defense 
plans are released to BDSA by the Defense Mobilization Board, Mr. McCoy 
informed the committee. He believed that mobilization readiness plans, as a 
whole, are fairly well advanced and additional information is being continually 
derived from exercises such as Operation Alert in which it was learned that 
more communications will be required in relocating central Federal Government 
activities. 


PROGRESS AND DEVELOPMENT OF DOMESTIC TELEPHONY STUDY AND LOCATION OF 
CRITICAL FACILITIES BY INDUSTRY EVALUATION BOARD 


Dr. Kurt E. Rosinger (Chairman, IEB) described progress and development 
of the domestic telephony study and locating critical facilities, after a brief 
review of the organization and functions of the Industry Evaluation Board. 

Established over 4 years ago by the President, upon recommendation of the 
National Security Council, the IEB is an interdepartment agency consisting 
of representatives of the Departments of Commerce, Defense, and Interier, 
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the AEC, Federal Civil Defense Administration, and ODM. Staff work is 
done by the BDSA Industry Divisions and corresponding units in other depart- 
ments and agencies. 

The Board screens the industrial economy of the country for the purpose of 
identifying key products, services, and facilities which are considered of vital 
essentiality to defense mobilization, war production, and a supporting civilian 
economy in any type of enemy action, whether overt or covert, Dr. Rosinger 
explained. While every manufacturing facility and many services are con- 
sidered important, especially in times of full mobilization or war, many of the 
facilities truly key to the entire productive effort must still be located since, 
in many cases, they are outnumbered by the larger plants which are more easily 
pinpointed. 

It was discovered during the last war, for example, that, almost invariably, 
key plants were frequently insufficiently protected. Similar cases have been 
found currently, and the loss of a single facility might well put one or several 
industries out of business for a seriously long time. Special attention must, 
therefore, be placed on plans such as these where production must be maintained. 

A corollary task of the Board is to locate those facilities which require priority 
in restoration should they be destroyed despite protective planning, Dr. Rosinger 
said. He described the procedure followed by the IEB in identifying key prod- 
ucts, vital industry segments, or services, and in selecting those of strategic value 
in their order of relative importance. 

Data compiled by the Board is very restricted information, Dr. Rosinger con- 
tinued. However, necessary information is released to those Departments and 
agencies concerned with industrial defense and requiring specific data. He 
enumerated some of the uses to which LEB data is put with the objective of 
stimulating thinking by industry on practical aspects of IEB objectives. He also 
touched on plant protection and security measures, maximum utilization of 
manpower and scarce materials in wartime, and the reduction of industrial vul- 
nerability by dispersal of productive facilities, stockpiling, and other means. 

Continuity of industrial operations during attack, and postattack restoration 
of industrial capacity, are also areas which must be resolved, Dr. Rosinger said. 
Since such problems cannot be delegated to local authorities who are not ap- 
prised of the relative importance of industrial facilities, restoration priority 
must be decided by the IEB rather than locally. A definite factor in deciding 
priorities and allocations for critical and strategic materials to be used in resto- 
ration is prior identification of key facilities. However, it is not the only factor, 
as it was in past emergencies. 

Domestic telephony study.—Referring to the importance of communications 
and the Government’s interest in service industries as obvious facts, Dr. Rosinger 
mentioned the classified nature of the telephony study which precludes detailed 
discussion. He reported, however, that intensive studies have been made of 
domestic electric power facilities, railroads, highways, international telecom- 
munications, and other public utilities in addition to telephone and telegraph 
services. The domestic telephony study has not as yet been presented formally 
to the Board, he said, as the Communications Division has just recently com- 
pleted a draft report. The form in which the study was made was explained by 
Dr. Rosinger, who commented on the meticulous care with which individual com- 
munications facilities were analyzed by an interdepartmental task group of in- 
dustry and Government experts and consultants representing all Government 
Departments and agencies as well as all segments of the communications indus- 
try, including independent companies. Each facility rated as a key plant meets 
established criteria in order to keep the list to an absolute minimum. At the 
same time, inclusion of all vital communications facilities is of equal importance. 
It is believed that the study will be completed by the task group with such a high 
degree of accuracy that very beneficial results will accrue to the Government, 
industry, and national security, he concluded. 


THE MOBILIZATION OF NATIONAL COMMUNICATIONS IN THE ATOMIC AGE 


Mr. Harold M. Botkin, Assistant Director for Telecommunications, ODM, 
reviewed the concept underlying the organization of ODM and assumption of 
certain functions previously vested in the Secretaries of the Army, Navy, and 
Air Foree, in the Munitions Board, and the National Security Resourees Board. 
ODM responsibility includes all activities relating to production, materials, 
manpower, stabilization, transportation, and communications, he said, to enable 
one executive office agency to exercise strong leadership in national mobilization. 
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The Director of ODM is a member of the National Security Council and attends 
all meetings of the Cabinet by invitation of the President. The work of the 
agency is carried out under seven assistant directors, plus various boards and 
committees, to provide a means for developing policies and programs that will 
give full consideration to the interests of all segments of Government and the 
pational economy. 

Because the threat to national and world peace is a continuing one, present 
plans and programs must be based on the assumption of attack on the continental 
limits of the United States. Mobilization problems must be met, therefore, with 
continuing display of military and industrial strength, statesmanship, and 
growing technology over a long period of years, rather than preparation only for 
a sudden mobilization of total resources to meet a clear and specific emergency 
as has occurred in the past. A great deal of progress has been made toward this 
goal, Mr. Botkin said, but much remains to be done to advance mobilization 
readiness. 

Programs are being constantly revised in the light of changing conditions to 
insure readiness for various levels of stepped-up or full mobilization and to meet 
new standards and concepts in military weapons. The balancing of measured 
resources against estimated requirements to meet any particular emergency 
situation and maintain a constant state of relative readiness is also a new con- 
cept in American mobilization planning. Heretofore United States resources 
have always been sufficient to meet demand but substantial delays have fre- 
quently been encountered in the process. 

Other fundamental principles of nonmilitary defense preparedness are in the 
fields of dispersion and relocation, Mr. Botkin stated. In this atomic age, 
operating readiness in advance of attack is vital to a quick conversion from 
peacetime to wartime in the shortest possible period, and the best way of achiev- 
ing such conversion is to maintain adequate organization and working relation- 
ships in being. Defensive measures that might be taken could include permanent 
removal of key agencies to other parts of the country, or emergency relocation 
of these agencies to nearby cities. Probably the best means of assuring conti- 
nuity of government is a combination of these measures with principal emphasis 
on relocation as being the most practical. The moving of FCDA headquarters 
to Battle Creek, Mich., is an example of permanent removal. The recent reloca- 
tion exercise (Operation Alert) is an example of what can be done to assuring 
continuity of essential operations. Emergency sites have been designated at 
relatively safe distances from target areas, and plans have been completed to 
perform these functions at these sites in an emergency. 

Much remains to be in this area of planning, Mr. Botkin said, and the role of 
ODM in this connection is largely one of coordination, with emphasis on the de- 
termination of Government functions that would be essential in the event of 
attack, including, among others, problems of relocation, wartime organization, 
communications and other supporting services, decentralization of executive 
direction, emergency action steps, and mobilization test exercises. 

A nucleus executive reserve corps is being organized to augment existing 
sources of personnel for Government positions in periods of national emergency. 
Although operated on a purely voluntary basis, this corps of executives is in a 
sense Similar to the military reserve organization which is available for war duty 
on short notice. 

Attention is also being given to scarcities in manpower, capital goods, and 
natural resources; bomb damage and damage assessment; and survival under 
attack, Mr. Botkin continued. His particular job as one of the ODM Assistant 
Directors is devoted primarily to telecommunications measures. Other Assistant 
Directors deal with related problems in coordinating production, materials, man- 
power, transportation, and stabilization. 

Current planning envisages delegation of authority now, by means of self- 
triggering orders, which would enable delegate agencies to make ready their 
emergency procedures and authorize placing such procedures into immediate 
effect upon attack. During the critical, immediate postattack period of from 1 
to 30 days, it would be necessary to make out with the present organizational 
structure. The organization would be staffed by members of the executive re- 
serve drawn from industry and also by personnel from Government departments 
and agencies. No field organization is contemplated for these early days of 
mobilization, and it is planned to direct domestic operations through existing 
industry organizations which are well experienced in operations during »*” 
normal conditions and in restoration of damaged facilities. 
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An inventory of total telecommunications capacity has been under preparation 
for the past year and includes both commercial and Government-controlled do- 
mestic and international facilities. This compilation is a continuing function 
and the information is being reduced to a machine record system. Emergency 
requirements of all Government agencies are being assembled so that they may 
be evaluated and weighed against facilities available or expected to be available 
after attack. This information will provide a factual basis for establishing 
whatever system of priorities may be required for handling essential traffic until 
assessment of the size and nature of the emergency can be made. Thereafter, the 
plan can be tailored to fit the need. 

Total domestic telephone capacity today is about 40 million intercity circuit 
miles. Total essential Government requirements, both military and nonmilitary, 
during a mobilization period, it is believed, would utilize only a relatively small 
proportion of this. Total domestic telegraph capacity is about 10 million inter- 
city circuit miles and it has been estimated that total essential Government 
requirements here again would utilize only a small proportion during a mobiliza- 
tion period. During World War II and the Korean period, it has been esti- 
mated, total essential telephone and telegraph Government requirements ac- 
counted for only about 4 percent of total circuit capacity, without regard to 
peak-hour loads, Mr. Botkin stated. It has also been estimated that a third 
world war might require from 2 to 4 times that capacity and an average damage 
of about 85 percent of capacity can be withstood in an initial emergency mobil- 
ization period under 30 days. 

Much has been done to reduce the vulnerability of domestic and international 
telephone and telegraph systems and additional work is under way, Mr. Botkin 
reported. These measures are being undertaken largely by private industry and 
the program is progressing in step with the rest of the mobilization effort in view 
of its flexibility, he said. Diversity as between cable and radio is greater than 
ever before, and total international telephone and telegraph capacity today is 
over threefold greater than it was in 1950, while present overall domestic capacity 
for telephone and telegraph intercity use has increased more than tenfold since 
the beginning of World War II and doubled since the outbreak of the Korean war. 

Despite the present status of resources and communications capacity at an 
all-time high, there are three very real problems. They are: 

1. Continued planning and war gaming to point up the weak spots and 
then correct them. 

2. Efficient wartime administration of communications during such a 
period. 

3. Protection and reassignment of these resources in event of attack. 

Discussion.—Asked whether the 40 million circuit-mile capacity for the do- 
mestic telephone industry includes all facilities, and whether any estimate has 
been made of what percentage of trunking facilities would be occupied by Gov- 
ernment requirements, Mr. Botkin replied that the figures quoted are the equiv- 
alent of long-line facilities and indicate what the greatest demand will be, from 
past experience, on longer haul circuits, taking into account random messages 
as well as lease line aspects. 

Also asked about sponsorship of the communications industry by a specific 
claimant agency (wherein the industry encountered difficulty during the Korean 
emergency until the Communications Division eventually assumed responsibil- 
ity), Mr. Botkin said that, for the purpose of Operation Alert, it was assumed 
that a wartime communications organization was acting, with the Department 
of Commerce implementing and administering applicable rules and regulations 
in the area of materials, equipment and allocations. According to present-day 
thinking, he said, jurisdiction will be somewhat different than it was in World 
War II, the concept being that one agency will determine communications needs, 
for example, as distinguished from transportation needs, and will assume re- 
sponsibility for manpower, industrial production, effect on prices, wages, and 
all other aspects of the communications industry. The recent relocation exercise 
assumedly took place with austere communications facilities and serves to point 
up the need for more service in telephone and telegraph facilities for such exer- 
cises, he added. Among the lessons learned, Mr. McCoy also commented, is that 
the Commerce Department has more work to do on better preparedness for in- 
dustrial defense. 

Copper review and outlook.—One of the main problems in connection with 
industrial capacity and preparedness has been tue recent copper shortage, 
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Mr. Barnhart observed. He introduced Mr. William Meissner, Jr. (Deputy 
Director, Copper Division, BDSA), who outlined the present, past, and future 
outlook for refined-copper availability. 

Production of refined copper has reached a record output, domestic scrap 
production and imports have increased, and approximately 130,000 tons of re- 
fined copper are being produced per month, Mr. Meissner said. He attributed 
recent copper deficits to a series of strikes at producers’ mines and the un- 
precedented demand for copper, which has been largely overlooked in supply- 
demand surveys. Consumption in 1955, he said, reached a peacetime peak of 
135,000 tons a month, straining limited fabricating facilities, and resulting in 
Government action to divert stockpile deliveries and sell Government-owned 
refined copper to consumers in order to avert threatened plant closedowns. 

Efforts by the copper-producing industry are again being shattered by pending 
strikes at the expiration of management-labor contracts on June 30, 1955, be- 
cause negotiations have been unsuccessful to date, Mr. Meissner reported. He 
suggested that committee members obtain more detailed statistical information 
on copper supply and consumption from copies of the quarterly Copper Industry 
Report, which were distributed to the committee. 


REVIEW OF ORDER M-—77 


Organization and functions of task group.—Draft copies of BDSA Standby 
Order M-77, providing for conservation and preference ratings for the telephone 
and telegraph industry in periods of full mobilization, were distributed to the 
committee members for discussion, led by Mr. Cole A. Armstrong, who had 
served as chairman of the task group appointed to formulate the order as a 
result of the previous committee meeting on December 2, 1953. 

The task group, Mr. Armstrong reported, was composed of Messrs. L. F. 
Shepherd, General Telephone Co., of Pennsylvania; W. J. Lloyd, Western Union 
Telegraph Co., of New York; and himself. In addition, Messrs. L. W. Hill, 
Carolina Telephone & Telegraph Co., and Mr. R. A. Lumpkin, Illinois Con- 
solidated Telephone Co., assisted in the work of the task group. 

Description of order M-77.—Consultations were held with numerous BDSA 
officials and industry specialists to derive the full benefit of their experience, 
Mr. Armstrong said. As a result of those consultations, a standby order was 
drafted which, while not in final form, is believed to be acceptable insofar as 
basic principles are established, he explained. More work needs to be done 
on the forms accompanying the order to cover all branches of the industry 
and all possible anticipated service requirements, he said. Every effort has 
been made to assure giving the best service to the Nation within the frame- 
work of available materials at the time the order is adopted, and to extend 
its applicability in the event of sudden military attack upon the United States. 
Although this latter assumption is a new one in contemplating an order of this 
nature, it is one on which there is complete agreement as to need of this kind of 
planning. 

The order is consistent with the defense-materials system and is based on 
the theory that the industry would apply to the BDSA Communications Division 
as the claimant agency for necessary materials and approval of construction 
programs. Under the order, BDSA would allocate sufficient quantities of mate- 
rial to’: meet approved construction programs, and individual companies would 
apply allocated materials to projects under approved programs that would best 
Serve essential communications needs. Sufficiently detailed guide rules are pro- 
vided in the order so that materials can be first applied to those services most 
essential to the defense effort. 

As was done in the Korean emergency, provision is also made in the order 
for a minimum of paperwork and regulation, particularly for small businesses 
whose requirements for construction material are small and whose staffs are 
inadequate to handle voluminous detail. Self-authorization is the means pro- 
vided for these smaller companies. 

In addition to establishing priorities under which service can be rendered 
to various categories of customers in times of ordinary shortages resulting from 
overloads, normal expansion of demand, and major natural disasters such as 
flood, fire, sabotage, explosion, storm, or other similar catastrophe, a further 
step was taken to outline procedures in the event of damage resulting from 
differing types of enemy military attack, Mr. Armstrong explained. He re- 
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ferred to page 17 of the draft order where provision is made for self-authoriza- 
tion of controlled materials immediately following damage, and for immediate 
assessment of such damage, followed by a report to the Communications Divi- 
sion on restoration needs. Authority is also provided in the order for the 
diversion, removal, or transfer of communications material by the operator as 
may be needed for immediate restoration of facilities serving the national de- 
fense or the public welfare, when destruction or losses due to enemy action 
have reduced the supply of materials so that they are insufficient to meet all 
requirements. 

Since it was not believed practical to spell out details, the order was written 
in somewhat general delineating form on the assumption that priorities defined 
in schedule A, for example, would be established by a separate action by the 
appropriate responsible agency or authority. It was also assumed, Mr. Arm- 
strong concluded, that adjustments may be necessary from time to time consistent 
with changing mobilization plans. 

Discussion,—Mr. Botkin commented on item (c), page 3, of the order which 
excludes radio broadcasting, television broadcasting, and amateur radio from 
the definition of “communications service.” He emphasized the importance of 
giving first priority to the operation of radio and TV networks, which are 
vitally essential to conduct defensive action and reassure, inform, or direct 
the public, Communications carriers, including radio transmitters, power- 
supply lines, broadcasting studios, intercity lines, and radio receivers are all 
important to the transmission of messages, he commented . 

Another comment by Mr. Botkin referred to page 8 of the order where he sug- 
gested moving the level of the American Red Cross to a higher category and 
service priority listing. 

With reference to damage assessment, Mr. Botkin pointed out that page 17 (b) 
(c) (da) of the order should be reviewed in the light of action taken in connection 
with Operation Alert and responsibility assigned to the FCDA for this phase of 
emergency planning. He suggested that the task group coordinate the latest 
thinking of the Civil Defense Administration with the proposed order on the 
suljects of damage assessment and communications problems in military defense 
emergencies. He expressed himself as in complete agreement with the proposed 
action to be taken under the conditions of enemy attack set forth in Order M-—77 
as written, but believed that references to reporting damage assessment should be 
reviewed with FCDA and revised. 

The main intent in drafting this section, Mr. Armstrong responded, was to 
permit operators to restore highly essential services without delay in the initial 
period after an attack by allowing them to immediately apply to local suppliers 
for necessary materials without first obtaining specific authorization or alloca- 
tion. 

Mr. Alexander J. Falk (Deputy Director, Communications Equipment Division, 
BDSA) noted that restoration of facilities was paramount in this particular field 
of communications and should be given priority over other industries in any 
emergency situation. He added that the Division would consult with both ODM 
and FCDA in planning for industrial preparedness as well as in redrafting the 
standby order or any other proposed regulations or “shelf” orders. 

Mr. McCoy also added that Operation Alert has opened new doors to the Gov- 
ernment in its mobilization planning and that the advice of all concerned in both 
industry and Government will be needed and coordinated in a single central point 
for greatest effectiveness. Other standby orders will be similarly affected by the 
results of the exercise, he said, requiring further shelf order revision by other 
industry task groups, and numerous studies by ODM and BDSA. 

Committee recommendations.—Committee members concurred that Order M—77 
was acceptable in principle, that consideration should be given to Mr. Botkin’s 
comments, and that a revised draft be submitted to the task committee for ap- 
proval prior to final adoption. They so recommended without dissent. 

Committee members also consented to submit pertinent comments on the pro- 
posed standby order to the task group within the next 2 weeks for incorporation 
in the final draft. Since the order is not effective until issued, an explanatory 
front page might be added to indicate that the order will become effective only 
when and if the President declares an emergency, Mr. Barnhart suggested. 
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PURPOSE OF THE MEETING 





AARC Zale m 


A meeting of the Alumnium Smelters Industry Advisory Committee was held 
on August 22, 1955, to discuss the following matters: Aluminum supplies and 
consumption, the current aluminum scrap export situation, effect of additional 
primary metal made available as a result of suspension of third quarter stock- 
pile call, and other matters of mutual interest to the Government and the 
industry. 

W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, BDSA, 


was the Government presiding officer. 






ACMEDY SiS te! oe 






OPENING REMARKS 


Tw A aE RD tah Gorges 








Mr. Edmunds opened the meeting with the comment that this is the ninth 
meeting of the committee since it was first organized under NPA, but the third 
meeting since the establishment of BDSA on October 1, 1953. 






*Present at meeting. 
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After welcoming the members, Mr. Edmunds spoke about the rules governing 
the establishment of industry advisory committees and the conduct of meetings. 
He read from a copy of a letter dated October 19, 1950, addressed by the Depart- 
ment of Justice to the Secretary of Commerce, the requirements which should 
be met in order to minimize the possibility of violation of the antitrust laws. 

Mr. Edmunds also noted that minutes of meetings are kept. He explained that 
BDSA has continued NPA policy of reporting comments by industry representa- 
tives in an anonymous manner and of identifying only Government speakers. 


ALUMINUM SUPPLY AND CONSUMPTION 


Copies of two tabulations were distributed to the committee members. One 
showed aluminum supplies for the period 1950-56 and demand from the second 
quarter 1950 through the year 1955. The other contained statistics on aluminum 
scrap for the period 1946-55. 

Expressions from industry members indicated that the aluminum supply 
situation is still critical and that suspension of stockpile calls and curtailment 
of exports have resulted in very little relief for aluminum smelters. Possible 
reasons advanced for this situation by a committee member were: (1) Lag in 
distribution; (2) maldistribution; (3) lack of distribution: (4) suspension of 
stockpile call released an insufficient quantity of material to satisfy demand; 
(5) export quotas were not reduced enough; (6) business requirements are 
increasing; and (7) pipeline supplies are thinning. 

Since the last meeting of the committee in April, inventories in the hands of 
smelters have decreased by approximately 9 million pounds, while unfilled orders 
have increased by approximately the same amount, according to A. S. R. I. figures, 
a committee member said. Discussion also revealed that short-term bookings 
are at an all-time high, while supplies have declined from 18 days at the end of 
April to about 12 days at the present time. 

The scrap price rise which has occurred since the last meeting along with the 
entry of fabricators into the scrap market is indicative of the severity of the 
aluminum shortage, industry members explained. When fabricators purchase 
serap to be used for conversion in order to obtain the additional metal they 
require from aluminum producers, a diversion of metal from its normal channels 
results. This factor is probably the outstanding cause of the high price of 
smelters ingot. 

Several industry spokesmen expressed the opinion that independent extruders 
will require approximately 25 percent more metal in the fourth quarter than 
in the third quarter. Increased demands are also expected from the automotive 
industry which, because of the nickel shortage, is relying more heavily on 
aluminum. An upturn in electrical appliance production is also indicated, 
bringing another large aluminum consumer into the market. In all, the alumi- 
num smelting industry anticipated an increased fourth quarter demand of at 
least 15 percent over the third quarter. Another fact brought out was that the 
slowdown for retooling in automobile plants for the 1956 models will involve only 
5 or 6 days instead of the longer periods required in past years, bringing the 
demand from this segment of the industry earlier in the year than usual. 


EFFECT OF STOCKPILE CALL SUSPENSION 


Commenting on the effect of stockpile call suspensions, the industry men 
pointed out that the small amount of relief which resulted to foundries, die- 
casters, and smelters has, so far, been more than offset by increased demand. 
They urged that cognizance be taken of the fact that demand for smelters’ ingot 
by smelters’ traditional customers has kept pace with demand in other segments 
of the industry. They also called attention to the fact that secondary ingot 
prices in the period of stockpile relief have risen steadily to over 30 cents a 
pound—approximately 5 cents a pound over the normal price range between 
secondary and primary ingot—a situation that can only be attributed to a real 
shortage of smelters’ raw material, namely, scrap. Notable, too, is the fact that 
the increase in prices has occurred during the smelters’ so-called slow period. 
The fall upturn has yet to be faced. Normally, during the summer slow period, 
smelters build inventory in preparation for fall demand. 

Conceding that stockpile relief will be of some benefit to smelters’ customers, 
an industry member pointed out that a side effect of such action is the redistri- 
bution of those customers arbitrarily among the primary producers, thereby 
proportionately weakening the position of smelters with their traditional cus- 
tomers. Unless more drastic action is taken to relieve the domestic scrap 
shortage, the best that the foundries can hope for is 40 percent of their supply 
at near normal prices and 60 percent at a high premium, he declared. 
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THE SCRAP EXPORT SITUATION 


Industry members blamed much of the smelters’ plight on the current scrap 
export policy and they urged that the scarce material provision of the Export 
Control Act be invoked. A policy that results in a drain of up to 10 percent 
of one segment’s available normal source of supply can hardly be considered 
equitable, a committee member contended. This situation is further aggravated 
by the existence of regulations which provide relief to other segments of the 
same industry which face less stringent supply problems. 

If, in implementing foreign policy, certain tonnages of United States aluminum 
resources must be made available for export, an industry man suggested that 
the burden be spread proportionately among all segments of the industry. For 
example, assuming an export quota of 5 million pounds per month and that scrap 
constitutes 20 percent of the available supply, then the allowable scrap export 
should not exceed 1 million pounds, or 20 percent of the total available supply, 
and the rest of the export burden should be borne by other segments of the 
industry. 

Following a discussion on the extent of licensing during the third quarter 
which revealed that under 1,000 tons had been licensed to date and that about 
half the tonnage licensed in the second quarter is still unshipped, an industry 
member maintained that this is not a valid argument against the inflationary 
impact of exports since the mere existence of those licenses overhanging the 
market will tend to hold prices to a point to discourage the movement of scrap 
until such time as an excess supply exists—a situation that will probably not 
oecur as long as there is a stockpile program. 

The opinion of the industry, generally, was that, were it not for scrap exports 
or the threat of exports overhanging the market, scrap and smelters ingot could 
return to their historic relationship with primary metal provided, of course, that 
the primary producers use reasonable restraint in their own purchasing policy 
and provided further that stockpile relief is continued to lighten the pressure 
on other segments of the industry which have turned to conversion deals for 
assistance. 

An industry member explained that, for the most part, aluminum scrap is 
traded in a free market. Its price fluctuates freely with changes in supply and 
demand. Usually foreign countries permit the import of scrap duty free but 
place a heavy protective tariff on the import of semifinished or finished ma- 
terial. Thus when scrap aluminum is available in the United States, an almost 
unlimited foreign demand exists provided the price does not exceed world mar- 
ket prices. When the price rises, foreign demand falls off. A rise in scrap 
prices also, however, has an adverse effect on the smelting industry, as the price 
of its ingot then rises above that of primary ingot. These price fluctuations do 
not occur in the primary industry. Therefore, when scrap is drained from the 
domestic market, smelters’ customers turn to primary metal because it can be 
purchased more cheaply. The effect on the smelting industry in such a situ- 
ation is devastating. (The full statement of the industry member on simple 
economics concerning the export of aluminum scrap is attached. ) 

The United States, Mr. Edmund Getzin, State Department, pointed out, is 
committed to a free trade policy. Therefore, every move toward placing restric- 
tions on exports has, in the eyes of foreign countries, the effect of the United 
States contradicting its own policy. 

Answering a question, Mr. Edmunds stated that no restrictions exist on the 
export of primary aluminum or semifabricated products. Mr. John Kilby, 
Bureau of Foreign Commerce, added that the policy decision on the export of 
primary ingot provides that the situation be reviewed when 700 tons have been 
licensed. 

Commenting on an industry suggestion that, when releasing material as a 
result of stockpile suspension calls, the Government earmark some of that ma- 
terial for export purposes, both Mr. Edmunds and Mr. Frutig explained that 
BDSA has no directive authority for other than defense requirements. 

The committee was also reminded that supply contracts between producers and 
the Government covering the new facilities built since 1951 provide that, if the 
Government does not take two-thirds of the metal produced, it must go to non- 
integrated producers. The Government, however, has no authority to direct the 
distribution. A committee member countered this explanation with the state- 
ment that by allowing scrap to be exported, the Government, in effect, is direct- 
ing smelters’ customers to the primary producers. 

Another fact emphasized was that prime producers have several alternative 
material sources, whereas smelters have only one—scrap. The industry mem- 
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bers strongly urged that the Government find some remedy that will protect this 
segment of the industry which is comprised chiefly of small businesses. 

A committee member reported on a study that had been made showing that 
West Germany is the principal importer of aluminum scrap and has, during 
the past year and a half accumulated substantial inventories. He questioned 
why more scrap should be allowed to flow there in the face of the extreme scrap 
shortage in the United States. Miss Virginia Torosan, Bureau of Foreign Com- 
merce, confirmed that West German inventories range from 6 weeks to 2 months, 
but she also pointed out that scrap exports are steadily declining. 


COMMITTEE RECOMMENDATIONS 


After hearing a report from Mr. Edmunds that ODM wishes to resume stock- 
pile calls during the fourth quarter, the committee unanimously recommended 
as follows: 

1. That stockpile calls for the fourth quarter of 1955 be suspended : 

2. That exports of aluminum scrap in the fourth quarter of 1955 be limited to 
a maximum of 1,500 tons and that any additional tonnage needed to fill export 
demand come from sources other than scrap; 

3. That, if for practical reasons pig cannot be used to fill export requirements 
for aluminum raw material, the smelting industry should be reimbursed for its 
loss of scrap by having an appropriate tonnage of pig directed to it from stock- 
pile relief metal; 

4. That export licenses remain valid for a maximum of 90 days but in no event 
beyond 30 days following the quarter in which they are issued ; 

5. That a sincere comprehensive investigation be made to ascertain if metal 
made available by suspension of the third quarter stockpile call was properly 
distributed to independent fabricators and smelters ; and 

6. That any metal freed by suspension of the fourth quarter stockpile call 
should be distributed fairly to independent fabricators and smelters, with dis- 
tribution being made on an equal monthly basis within the fourth quarter. 


ATTACHMENT 


Some simple economics concerning the export of aluminum scrap: 

1. Aluminum scrap is traded, for the most part, in a free market. Its prices 
flucuate freely with changes in supply and demand. 

2. Aluminum scrap is purchased by : 

(a) Smelters 

(6) Primary producers 

(c) Foundries, billet makers, and others for direct use 
(d) Wrought product users for toll by their suppliers 
(e) Exporters 

8. Most foreign countries who import scrap impose high import duties on 
virgin aluminum pig and ingot to protect their own domestic aluminum produc- 
ing industries. These duties vary from country to country and so the actual 
world market price for primary pig and ingot, which is the purchase price plus 
the duty, varies from country to country. 

4. When scrap aluminum is at price levels where it can be converted into ingot 
at or below the world market price for primary aluminum, there seems to be 
an almost unlimited demand for scrap by foreign consumers. When the price 
in this country of converting scrap into ingot is higher than the world market 
price for virgin aluminum, then the export demand falls off. 

5. When there is plenty of primary aluminum available in this country, the 
price of scrap is low and smelters ingot prices are at or below the primary 
aluminum level. 

6. When primary aluminum is in short supply in this country, the price of 
scrap is high, sometimes even higher than the temporarily unavailable pure pig, 
and the price of smelters ingot tends to rise above the primary pig and ingot 
price. 

The aforementioned facts interwork differently under different conditions. 

(a) When primary aluminum pig and ingot are in abundant supply, the normal 
users of primary (which is at a fixed price which doesn’t vary with changes in 
supply and demand) will only enter the scrap market when scrap is far below the 
virgin aluminum price. The normal users of scrap can purchase scrap for 
relatively low prices and their customers can purchase products produced from 
scrap (in our case smelter ingot) at low prices. Unrestricted export of scrap 
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(as in 1954) changes this picture entirely. Since scrap moves in a free market, 
the exporter competes with the normal consumers and by bidding up the price 
purchases his requirements which are usually for very high-grade scrap. Since 
this high-grade scrap is not in limitless supply, the price of scrap for all users 
rises. If the demand continues, the price will rise until it is more economical 
for domestic consumers to use virgin aluminum rather than scrap. 

To illustrate—under these conditions the readily available virgin aluminum 
is used as a substitute for smelters pig unless smelters atempt to maintain 
their markets by underselling virgin aluminum and absorbing the price differ- 
ential. This cannot continue long and in 1954 several smelters withdrew from 
the aluminum business rather than try to buck these economics, 

(bv) Under a condition of short supply of primary pig and ingot, scrap is in 
demand by its normal users and by any other user of aluminum in any shape or 
form who can have the scrap traded or tolled for his needs. Under these con- 
ditions export further aggravates the shortage by being one more competitor in 
the already overcrowded market place. Under conditions of extreme shortage 
(as in most of 1955) the domestic demand for scrap is so extreme that foreign 
consumers cannot pay prices high enough to compete. However, increased 
domestie production of virgin aluminum, release of stockpile calls against virgin 
producers, and/or lessened demand for aluminum products could make enough 
metal available to lessen the pressure on the scrap market and scrap prices 
could weaken. When this occurs, and if export is allowed in large quantities, 
then the exporter will again tend to bolster the scrap aluminum price and will 
once again counteract the normal economics and disturb the normal relationships 
between scrap consumers and their normal customers. 

Who benefits from these conditions : 

1. The foreign user of scrap who has a cheap source of aluminum. 

2. The exporter—though most of these are small companies operating out of 
offices in coastal cities, they are probably the largest gainer. 

3. The producer of scrap—he may receive more for his scrap. 

4. The few scrap dealers, especially in coastal areas, who are prepared to 
package scrap for export. 

5. The three primary producers who don’t have to compete with low-priced 
smelters ingot and who can then sell substantial quantities of virgin aluminum 
to the foundry and die casting industries who normally buy smelters ingot. 

Who suffers from this condition : 

1. The domestic scrap-consuming industries whose product must sell for higher 
prices, 

2. The thousands of customers of the scrap-consuming industries (in our 
case the foundries and die casters) who must pay higher prices and pass them 
on to their customers. 

3. The American public who ultimately pay more for the products they buy. 
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PURPOSE OF MEETING 


The Aluminum Producers Industry Advisory Committee met on August 23, 
1955, to discuss the following subjects: (1) Developments since meeting of May 
20, 1955, (2) effect of stockpile relief for the first three quarters of 1955, (3) 
metal availability and requirements for the fourth quarter of 1955 and first 
quarter of 1956, and (4) recommendations for stockpile deferral for the fourth 
quarter of 1955. 

Mr. W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, Busi- 
ness and Defense Services Administration, presided. 


OPENING REMARKS 


Mr. Edmunds thanked the committee members for their time and effort in 
attending the meeting and for giving the Government the benefit of their knowl- 
edge and experience. He reviewed the rules governing the establishment of indus- 
try advisory committees and the conduct of meetings, reading from a copy of a 
letter dated October 19, 1950, addressed by the Department of Justice to the Sec- 
retary of Commerce, suggesting requirements which should be met in order to 
minimize the possibility of violation of the antitrust laws. 

Mr. Edmunds also noted that minutes of meetings are kept in summary form. 
He explained that comments by industry representatives are reported anony- 
mously and those of Government representatives are attributed to the speaker. 

Reporting on a meeting of the Aluminum Smelters Industry Advisory Com- 
mittee held the previous day, Mr. Edmunds said the members of that committee 
felt business will be approximately 15 percent greater in the fourth quarter than 
in the third quarter of 1955. Their recommendations were: (1) That there be 
no stockpile call in the fourth quarter, (2) that aluminum scrap exports be limited 
to 1,500 tons (four quarters, 1955) and, if additional quantities are required for 
export that they be taken from primary metal supply, and (3) that license effec- 
tiveness be limited to a maximum period of 90 days (export shipment to occur 
within 30 days after the quarter in which the license is issued). To date, approx- 
imately 1,000 tons have been licensed for export in the third quarter, Mr. Edmunds 
added. However, most licenses are usually taken up in the final days of a quarter, 
and at present it is roughly estimated that 4,500 tons licensed for export in the 
second quarter of 1955 have not as yet been shipped. 


DEVELOPMENTS SINCE MAY 20, 1955, MEETING 


Mr. Edmunds summarized major developments in the aluminum industry since 
the May 20, 1955, meeting of the committee. Since all the committee members 
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were aware of the recent congressional committee hearings in connection with 
charges of aluminum shortages and of the Aluminum and Magnesium Division 
activities, Mr. Edmunds said he would confine his remarks to a review of metal 
shipments. 

Shipments to nonintegrated users for the first 7 months of this year were 173 
percent of the metal distributed to nonintegrated users in the first 7 months of 
1954, Mr. Edmunds stated. From information available to the Division, it can 
be asSumed that requirements of nonintegrated users for the third quarter of 
1955 will either be met or exceeded. The Division is interested, he said, in know- 
ing what the industry estimates total consumption will be in the third and 
fourth quarters, Shipments rose from 939 million pounds in the first quarter of 
1955 to 1,008 million pounds in the second quarter, he noted, adding that the 
aluminum supply will be augmented by production from the new Anaconda 
smelter which was recently opened. 


METAL AVAILABILITY AND REQUIREMENTS 


Current supply-demand situation.—In the figures furnished to a congressional 
committee, third-quarter shipments were estimated at 1,050 million pounds, and 
overall supply at 1,114 million pounds, a committee member recalled. Fourth- 
quarter shipments should approximate those in the third quarter, because of 
delivery extensions, he said. 

Despite a former belief that incentive buying would stop after price fluctua- 
tions and labor uncertainties settled down, such is not the case, the committee 
member reported. Demand continues heavy with no prospects for a letdown in 
virtually any product, he said. Moreover, pressure on the primary aluminum 
supply is increased by shortages in other metals such as steel, copper, and nickel. 
Uncertainties of a copper supply, for instance, have caused many copper and brass 
mill producers to enter the aluminum industry on a large scale. Total demand 
for primary aluminum in 1955 is expected to reach about 4.1 billion pounds, 
according to company polls and market analyses, several committee members 
reported. 

Because stockpile relief has not eased the pressure on aluminum supply and 
remelt prices are still higher than primary prices, it was recommended that (1) 
the stockpile call for the fourth quarter of 1955 be deferred entirely, (2) alumi- 
num scrap exports be reduced drastically or eliminated entirely, and (3) a date 
be set for the next committee meeting early in November in sufficient time before 
the first quarter of 1956 to again review the effects of stockpile deferral, if 
granted for the 1955 fourth quarter. The effects of other activities, such as those 
of the automotive industry, on the economy can also be appraised at that time in 
relation to the primary aluminum supply-demand outlook for 1956. 

The metal supply in the last quarter of this year may be affected by a power 
shortage in the Northwest, where there is some concern about lack of rainfall, 
although current indications are that 1955 will be a median year, a committee 
member stated. 

Another industry representative, whose company has recently opened its first 
pot line, reported that a second pot line is expected to come in the latter part of 
next month and the plant hopes to be up to capacity by the first of next year. 
Asked whether he believed the present trend in converting copper and brass mills 
to aluminum production is a continuing or temporary one and whether any mar- 
ket surveys have been conducted by the copper and brass industry to determine 
the extent of such conversions, he replied that, while a great many changeovers 
are temporary, he really did not know to what extent the aluminum supply might 
be affected by an increased drain on it from converted mills. Both copper and 
aluminum have a proper place in the economy, he added, pointing out that steel 
is a greater competitor with aluminum than copper. 

Long-range supply-demand outlook.—Primary aluminum producers, contrary 
to accusations that requirements are deliberately understated, are attempting to 
make the best possible estimate of future demand so that the industry may be 
prepared to supply all needs, a committee member stated. In a company survey 
of metal distributors, he said, covering some of the largest United States sup- 
pliers of various metal products, including steel, stainless steel, nickel, brass, and 
aluminum, expected demand for copper and brass products and aluminum in 1960, 
assuming a current index of 100, ranged from 90 to 110 for copper and brass and 
from 150 to an amazingly optimistic reply by one distributor of 300 for aluminum. 

Another industry representative stated that he noticed, in referring to objective 
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estimates of the prospective market for aluminum in 1960, which are continually 
made for his company by a group of market experts, the tendency has been, 
since 1950, to estimate low future requirements when current business is bad 
and higher forward demands in a short market, with wide variation. In a 
6-month study made by an outside management engineering firm, estimated 
requirements for 1960 totaled 4.6 billion pounds, he said, while from a more 
recent survey of actual shipments to customers 1960 requirements were estimated 
at 5.5 to 5.8 billion pounds, depending on the availability of aluminum. 


EFFECT OF STOCKPILE RELIEF 


Several major Government objectives can be accomplished by continuing to 
grant relief from stockpile deliveries to the aluminum producing industry, com- 
mittee members maintained. Primarily, industry will have an opportunity to 
continue its expansion of capacity, which has almost doubled since World War II, 
so that stockpile goals will eventually be met with greater ease. Second, high 
civilian consumption of aluminum products can be maintained in the long-range 
future, if the producing industry is given several years’ lead time for growth. 
Finally, stockpile relief acts as an incentive to capacity expansion and encourages 
the development of many small businesses which comprise a large number of 
the aluminum producing industry’s principal customers. 

An industry representative recalled a special ODM meeting held last February 
at the request of aluminum producers because of an industrywide feeling that 
complete deferral of stockpile deliveries would encourage industry growth and 
aid the entire economy. Since the suspension of stockpile calls, he said, several 
producers have enlarged their plants, and the entire industry has demonstrated 
its ability to expand capacity very rapidly to meet any foreseeable emergency, 
as well as fill civilian demand. Moreover, expanded capacity has kept pace 
with the ever-increasing civilian demand. Enforcement of stockpile commitments 
at this time would seriously cripple the initiative of private industry to expand 
and contribute to “fear” buying, he said. 

Referring to an ODM announcement that aluminum stockpiling would be 
resumed in the fourth quarter of 1955, Mr. Edmunds pointed to the fact that, 
although civilian demand is greater than the supply now available, very few 
companies, if any, are completely out of metal or have been forced to reduce 
employment because of an aluminum shortage. In the absence of any distress 
cases and in view of certain quantities of aluminum which will be delivered to 
the stockpile in the third quarter, the Aluminum and Magnesium Division asked 
the committee whether a moderate stockpile call would result in serious injury 
to any segment of the aluminum industry. 

Supporting a contention that it would be unwise to call any quantity, a com- 
mittee member pointed to the many new uses and planned uses for aluminum, 
such as insulation wrappings, automobile grilles and hub caps, instrument panels, 
and electrical equipment. In many applications, aluminum is being used as a 
substitute or alternate material for nickel, copper, brass, and other metals in 
critical supply, he said. He further stated that the fourth-quarter demand is 
normally greater than calendar third quarter, and it appears that this will defi- 
nitely be the case this year. 

If the aluminum industry can continue to expand, another member added, 
such new uses will be satisfied and other materials in scarce supply can be 
stockpiled. 

Mr. William A. White, Sr., Assistant Deputy Administrator, BDSA, asked to 
what extent requirements are expected to be in excess of anticipated supply in 
the fourth quarter. 

Although demand is not expected to exceed supply in any large quantities, if 
at all, in the fourth quarter, an early decision on the suspension of stockpile 
calls will have a psychological effect on the industry, a committee member be- 
lieved. Continued deferral of stockpile deliveries, for instance, would permit 
the development of further expansion plans for 1956. 

In conclusion, Mr. Edmunds asked the industry representatives to leave with 
the Aluminum and Magnesium Division individual company information on 
probable quantities of metal that each producer would make available to non- 
integrated users in the event there is no stockpile call in the fourth quarter 
of 1955. 

SUMMARY OF RECOMMENDATIONS AND CONCLUSIONS 


The committee members recommended : 
1. That there be no stockpile call for the fourth quarter of 1955. 
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2. That the export of aluminum scrap be held to an absolute minimum. 
It was the unanimous opinion of the committee that the next meeting be 
held as early as possible prior to a decision with respect to the first quarter of 
1956 stockpile call. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


Washington, D. C. 


MINUTES—MEETING OF PRIME ALUMINUM Propucts INDUSTRY ADVISORY 
COMMITTEE, AUGUST 24, 1955 i 
W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, Government 
presiding officer 


COMMITTEE MEMBERS 


*D. Wilmot, Aluminum Company of America, Pittsburgh, Pa. 

W. E. Sprackling, Anaconda Wire & Cable Co., New York, N. Y. 

Terry W. Kuhn, Bohn Aluminum & Brass Corp., Detroit, Mich. 

*A. P. Cochran, Cochran Foil Co., Louisville, Ky. 

*Lawrence M. Brile, Fairmont Aluminum Co., Fairmont, W. Va. 

Leo M. Harvey, Harvey Machine Co., Torrance, Calif. 

*S. S. Inch, Kaiser Aluminum & Chemical Corp., Oakland, Calif. 
*Leonard Starr, Michael Flynn Manufacturing Co., Philadelphia, Pa. 
*Frank R. Nichols, Nichols Wire & Aluminum Co., Davenport, Iowa. 
*John W. Douglas, Republic Foil & Metal Mills, Inc., Danbury, Conn. 
*Harold C. Wilson, Revere Copper & Brass Inc., New York, N. Y. 
David P. Reynolds, Reynolds Metals Co., Louisville, Ky. 

*Robert P. Stranahan, Stranahan Foil Co., South Hackensack, N. J. 
*George A. Ginsburg, United Smelting & Aluminum Co., New Haven, Conn. 
Arthur Lowery, Wyman-Gordon Co., Worcester, Mass. 

Lewis M. Burt, Youngstown Manufacturing, Inc., Youngstown, Ohio. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


Clyde M. Adams, Bohn Aluminum & Brass Corp., Detroit, Mich. 
M. M. Caskie, Jr., Reynolds Metals Co., Richmond, Va. 


GOVERN MENT REPRESENTATIVES PRESENT 


Department of commerce: 
Virginia Torosan, Bureau of Foreign Commerce 
Business and Defense Services Administration: 
George Elliman, Advisor on Foreign Activities 
Richard Blaisdell, Office of Public Information 
Aluminum and Magnesium Division: 
W. J. Edmunds, Jr., Director 
H. A. Frutig, Deputy Director 
A. A. Snow, Assistant Director 
Morris Bailkin 
H. C. Erskine 
J. H. Styer 
Industry Advisory Committee staff: 
Charles R. Hersum, Director 
Rose Robbins, summary writer 
Other agencies: 
William §S. Floyd, Assistant Director, Materials, ODM 
B. K. Slaughter, Chief, Light Metals Division, ODM 
George S. Hartman, Small Business Administration 


PURPOSE OF THE MEETING 


The Prime Aluminum Products Industry Advisory Committee met on August 
24, 1955, to discuss the following matters: Current aluminum supply and demand, 
probable fourth quarter 1955 demand, fourth quarter 1955 stockpile call, and 
other matters of mutual interest to the Government and the industry. 


*Present at meeting. 
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W. J. Edmunds, Jr., Director, Aluminum and Magnesium Division, BDSA, was 
the Government presiding officer. 


OPENING REMARKS 


After opening the meeting, Mr. Edmunds expressed, on behalf of BDSA, appre- 
ciation for the time and effort contributed by the committee members in advising 
the Government on the complex problems confronting it. 

He then spoke about the rules governing the establishment of industry advisory 
committees and the conduct of meetings. From a copy of a letter dated October 
19, 1950, addressed by the Department of Justice to the Secretary of Commerce, 
Mr. Edmunds read the requirements which should be met in order to minimize 
the possibility of violation of the antitrust laws. He also noted that minutes 
of meetings are kept, explaining that BDSA has continued NPA policy of report- 
ing comments by industry representatives in an anonymous manner and of identi- 
fying only Government speakers. 


SUPPLY AND DEMAND SITUATION 


Copies of two tabulations were distributed to the committee members. One 
showed aluminum supplies for the period 1950-56 and demand from the second 
quarter 1950 through the year 1955. The other contained statistics on.aluminum 
scrap for the period 1946-55. 

In response to Mr. Edmund’s request for comments, a member of this committee 
who also serves on the Aluminum Producers Industry Advisory Committee stated 
that he as well as other representatives of primary producers present at this 
meeting had already expressed themselves on the subject of supply and demand 
at the meeting held the previous day. He suggested, therefore, that representa- 
tives of other segments of the industry be heard from first. No objection was 
voiced to this procedure. 

Views expressed by the several members indicated that order bookings are 
still at a high level and will continue so through the fourth quarter. In fact, 
many members expected third quarter bookings to be surpassed in the fourth 
quarter. 

The industry was greatly aided by suspension of stockpile calls during the 
second and third quarters, the members said. The relief afforded by this 
action has enabled companies to keep their workers employed on a regular basis. 

The committee members expressed the firm belief that the growing demand 
for aluminum is not of a temporary nature. Superimposed upon a growing 
normal demand are abnormal demands arising as a result of strikes in the copper 
and brass industries and from the destruction wrought by the floods in the Con- 
necticut Valley. The drop in demand that was expected after the recent aluminum 
price increase was announced never materialized. 

One industry member expressed the view that companies with electrical equip- 
ment on order for future expansion facilities may be faced with setbacks because 
of the diversion of equipment to disaster areas. 

Representatives of the primary aluminum producers stated that production 
of primary metal during the fourth quarter is.expected to equal that of the third 
quarter. However, there is a possibility of a power shortage in the Pacific North- 
west, but it is as yet too early to know for certain whether it will occur. If it 
does materialize, production will be somewhat affected. From all present indi- 
cations, demands for all lines of products are expected to increase for the fourth 
quarter. 

An industry member noted that the alumnium supply is not keeping pace with 
demand and, had the industry not received assistance through suspension of 
stockpile calls, commitments would not have been met. From a rough analysis 
which the industry man made, he estimated that demand increases about 11 to 
13 percent per year over historical requirements. At that rate, a domestic 
capacity expansion of about 200,000 tons a year is called for. About 50 to 70 
percent of the existing capacity has been brought in by Government implemen- 
tation of one kind or another, he continued. Government aid has also been 
advanced in other areas undergoing expansion, such as water and electric power. 
All this, he observed, makes the Government an interested party, and he advo- 
cated that it take steps to see that an adequate supply of aluminum is made 
available to meet the needs of industry in general. The aluminum industry, he 
added, represents, close to 1 percent of the gross national product. 
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The industry man stated that he could not conceive of the military not being 
able to use every pound of aluminum produced because of the basic nature of 
the product. He urged the Government to offer certificates of necessity and con- 
tracts to people who want to enter the field. 

Mr. Edmunds explained that the Government is definitely an interested party 
with respect to aluminum. All agencies having even anything remotely to do 
with aluminum are taking an interest in the matter. Having industry’s views on 
the matter is very helpful, he said, adding that the problem is one of deciding 
how far the Government should go in any business. Problems such as this 
are beyond the scope of the Aluminum and Magnesium Division's responsibility, 
however, he explained. 


DISCUSSION OF FOURTH QUARTER STOCKPILE CALL 


The unanimous view of the committee was that the stockpile call for the 
fourth quarter of 1955 should be suspended. Should the call be made, many 
plants will have to curtail operations for lack of metal. Some companies may 
suffer considerable financial embarrassment because of inability to operate 
expanded facilities which were constructed with borrowed capital. Labor will 
also suffer if plants cannot operate. A fourth quarter stockpile call will throw 
the industry into a chaotic condition, the industry members emphasized. 

All members were of the opinion that metal released by suspension of the 
stockpile call will be easily absorbed by the ever-growing demand. A representa- 
tive from the extruders segment of the industry cited a study made by the 
Aluminum Extruders Council which indicated a fourth quarter demand from 
that segment alone of 133 million pounds. 

If the supply of metal is reduced from the present level, the members warned, 
fabricating companies will have to ration customers—a situation which will 
foster a lack of confidence in the industry. 

Asked whether the Office of Defense Mobilization is issuing certificates of 
necessity on aluminum expansions, William 8. Floyd, Assistant Director, Mate- 
rials, ODM, stated that no certificates are being issued at the present time but, 
he added, the matter is under study and a decision is expected to be announced 
soon. 


THE SCRAP EXPORT SITUATION 


Mr. Edmunds reported that about 4,500 tons of scrap licensed during the second 
quarter of 1955 have not as yet been shipped. The quota for this quarter was 
9,000 tons. During the third quarter, licenses to date have been issued for about 
1,000 tons against a quota of 5,000 tons. 

With one exception, the industry members urged that scrap exports be drasti- 
cally curtailed or eliminated entirely, maintaining that it is inconsistent to sus- 
pend shipments to the stockpile while at the same time allowing much-needed 
scrap to be exported. One member took the opposite view, stating that trade 
should be kept as free as possible. In the light of declining export shipments, 
he questioned the advisability of a complete embargo. Other committee members 
pointed out, however, that the decline in exports is attributable chiefly to the 
attractive prices which scrap dealers can obtain domestically. If any appre- 
ciable exports are authorized, such action is bound to influence domestic prices 
considerably. 


COMMITTEE RECOMMENDATIONS 


The committee recommended as follows: 


1. That the stockpile call for the fourth quarter of 1955 be suspended. 

2. That exports of aluminum scrap be drastically reduced or eliminated 
altogether. 

3. That another meeting of the committee be scheduled early in November 
at which the demand-supply situation will again be reviewed and recom- 
mendations made for first quarter 1956 action. 


Mr. Edmunds indicated that a decision on fourth quarter action would be 
forthcoming in the very near future. It will, of course, be transmitted to the 
industry as quickly as possible in order to facilitate fourth quarter planning. 

A meeting to discuss first quarter 1956 action will be called as early as feasible. 
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OTHER DISCUSSION 


Aid for flood-stricken areas.—On behalf of the industry, the committee offered 
to give all assistance possible to plants in flood-stricken areas. 

Comparison of 1954 and 1955 consumption.—The estimate of the Aluminum and 
Magnesium Division is that total consumption of aluminum will be about 1 
billion pounds more in 1955 than in 1954, when 3.1 billion pounds were consumed. 

Idle aluminum reduction facilities—In answer to questions, the committee 
was told that the high cost lines at Badin and Massena, which produce for stock- 
pile only, will be operated at a diminished rate during the fourth quarter 
preparatory to closing down the units entirely. Reduced operations were de- 
cided on to lessen the impact on labor. Insofar as industry is concerned, supply 
will not be affected. 

Report on aluminum producers’ IAC meeting.—At the close of the meeting, 
copies of a press release on the Aluminum Producers Industry Advisory Com- 
mittee meeting held August 23, 1955, were distributed to the committee members. 


NEXT MEETING 


The next meeting of the committee will be held early in November, the date 
to be set by Mr. Edmunds. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING OF PrIMARY CopPrER Propucers INpUSTRY ADVISORY 
COMMITTEE, AUGUST 30, 1955 


G. E. Peterson, Director, Copper Division, Government presiding officer 


COMMITTEE MEMBERS 


*Jean Vuilliquez, vice president, the American Metal Co., Ltd., 61 Broadway, 


New York 5, N. Y. 

*Simon D. Strauss, vice president, American Smelting & Refining Co., 120 
Broadway, New York 5, N. Y. 

*Robert E. Dwyer, president, Anaconda Co., 25 Broadway, New York 5, N. Y. 

*W. W. Lynch, vice president, Calumet & Hecla, Inc., 60 East 42d Street, 
New York, N. Y. 

Chester D. Tripp, president, Consolidated Coppermines Corp., 120 Broadway, 
New York 5, N. Y. 

*J. P. Lally, president, Copper Range Co., 24 Federal Street, Boston 10, Mass. 

*Carl K. Lenz, president, Kennecott Sales Corp., 161 East 42d Street, New 
York 17, Ni ¥: 

*A. J. McNab, president, Magma Copper Co., 14 Wall Street, New York 5, N. Y. 

*A, H. Singer, Miami Copper Co., 61 Broadway, New York 5, N. Y. 

*Robert G. Page, president, Phelps Dodge Corp., 40 Wall Street, New York 
5, N. ¥. 

OTHER INDUSTRY REPRESENTATIVES PRESENT 


John J. Lennon, sales manager, the American Metal Co., Ltd., New York, N. Y. 

Charles Earl, charge of copper sales, American Smelting & Refining Co., 
New York, N. Y. 

BE. S. McGlone, executive vice president, Anaconda Co., New York, N. Y. 

Walter P. Schmid, treasurer, Magma Copper Co., New York, N. Y. 

Charles H. Winship, sales manager, Phelps Dodge Corp., New York, N. Y. 


GOVERNMENT REPRESENTATIVES PRESENT 


Department of Commerce: 


F. Db. Hockersmith, Office of Export Supply, Bureau of Foreign Commerce 
John H. Kilby, Office of Export Supply, Bureau of Foreign Commerce 


*Present at meeting. 
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Virginia Torosan, Office of Export Supply, Bureau of Foreign Commerce 
Business and Defense Services Administration: 
Chas. IF. Honeywell, Administrator 
William A. White, Sr., Assistant Deputy Administrator 
William CC. Truppner, adviser on industrial mobilization controls 
George T. Elliman, adviser on foreign activities 
Richard Blaisdell, Ottice of Public Information 
Copper Division: 
G. E. Peterson, Director 
William A. Meissner, Jr., Deputy Director 
Glenn Haycraft 
Harold B. Gardner 
M. M. Grant 
Industry Advisory Committee Staff: 
Charles R. Hersum, Director 
Maria Rotondo, summary writer 
Other agencies: 
Department of Defense: Dr. Robert B. McCormack, Office of Assistant 
Secretary of Defense (Supplies and Logistics) 
State Department: Edmund E. Getzin, International Resources Division 
Office of Defense Mobilization : Max Osias 
Interior Department: 
Helen Meyer, Base Metals Branch 
James W. Pennington, Base Metals Branch 
General Services Administration: Fred W. Witt, Emergency Procurement 
Service 
PURPOSE OF MEETING 


The Primary Copper Producers Industry Advisory Committee met on August 30, 
1955, to discuss the following subjects: (1) developments in the copper industry 
since the last committee meeting, (2) proposed direction 1 to Order M-11A, (3) 
export control actions, (4) the refined copper supply, and (5) proposed standby 
Order M-16. 

Mr. George E. Peterson, Director, Copper Division, Business and Defense 
Services Administration, presided, assisted by Mr. William A. Meissner, Jr., 
Deputy Director. 

PRELIMINARY REMARKS 


Mr. Peterson welcomed the committee members and thanked them for taking 
time out of their busy schedules to come to Washington and advise BDSA. 

Reviewing the rules governing the establishment of industry advisory com- 
mittees and the conduct of meetings, Mr. Peterson read a copy of a letter dated 
October 19, 1950, addressed to the Secretary of Commerce by the Department of 
Justice, suggesting requirements which should be met to minimize possibilities 
of antitrust law violations. Mr. Peterson also commented that summary minutes 
of meetings are kept and that remarks by industry representatives are reported 
anonymously while those of Government representatives are attributed to the 
speakers. 

COPPER INDUSTRY DEVELOPMENTS SINCE LAST MEETING 


Mr. Peterson gave a chronological account of events since the last committee 
meeting on March 25, 1955. Production losses as a result of the work stoppage 
which started on July 1, totaled approximately 85,000 tons of refined copper 
during July and August, he reported. 

Throughout March, April, and May, he said, Government-owned copper de- 
ferred from stockpile delivery was distributed under the supervision of the 
Copper Division. Complete details covering this distribution are available in 
the spring 1955 issue of the Copper Industry Quarterly Report (p. 8), copies of 
which were distributed to the committee. 

Effective May 27, 1955, the Copper Division, under instructions from the Office 
of Defense Mobilization, ceased to supervise the distribution of copper authorized 
to be diverted from stockpile delivery. 

On August 5, ODM authorized the sale of 5.750 tons of DPA copper to con- 
sumers manufacturing important military items. The aggregate total of Govern- 
ment-owned nad stockpile-deferred copper available to industry from October 
1954 to September 1, 1955, is approximately 67,000 tons. 
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On August 25, ODM announced the further deferral until June 30, 1956, of 
26,000 tons of copper due for delivery to the Government by December 31, 1955, 
and March 31, 1956. On the same day, BDSA urgently requested copper pro- 
ducers having Government stockpile contracts to make such deferred refined 
copper available to fabricators for emergency flood relief, regardless of normal 
customer relationships. 

On August 26, ODM authorized BDSA to distribute 5,750 tons, previously ear- 
marked only for military orders, for further flood rehabilitation assistance. 

Flood-relief program.—Mr. William A. White, Sr., Assistant Deputy Adminis- 
trator, BDSA, recently returned from the flood-damaged area, spoke briefly on 
the gravity of the recent disaster and the almost phenomenal reconstruction 
efforts being made by various agencies and individuals. He mentioned, in par- 
ticular, acute flood effects on homes and families as well as comparable damage 
to industrial plants. While plants in a particular locality were inundated, for 
example, neighboring homes and personal belongings were completely destroyed. 
The American Red Cross is doing a wonderful job, he said, and with the coopera- 
tion and combined efforts of various Federal, State, and local agencies and 
officials, it is hoped to aid within as short a time as possible the recovery of both 
the economy and the population in devastated areas. 

As announced in a press release dated August 26, 1955, copies of which were 
distributed to the committee, BDSA is taking an active part in the flood rehabili- 
tation program. Mr. White added the comment that the committee members 
were undoubtedly well aware of the damage sustained by copper and brass mills 
in flooded communities. 

Discussion.—Referring to press announcements of authorized stockpile defer- 
rals for the next two quarters, a committee member asked when individual 
companies would receive notices to that effect. Mr. Fred Witt (GSA) replied 
that GSA received such authorization from ODM only yesterday and that GSA 
contract amendments would be written up and mailed to producers within the 
next week. 

Mr. Meissner explained that the distribution of the 5,750 tons for flood relief 
is aimed at assisting not only the rehabilitation of flooded plants and communica- 
tions and water facilities, but also wire and brass mills whose stocks may have 
been completely depleted by flood demands and therefore need replenishing. In 
this distribution, the Copper Division is making every effort, he assured the com- 
mittee, to judge requests for assistance in such manner as to aid only bona fide 
cases. There are no application forms or set procedures for obtaining disaster 
assistance, and, in some instances, telephonic requests followed by letter confir- 
mation are being approved. He urged continued industry cooperation in supply- 
ing necessary copper wire (or wire rod) to wire mills, in the conversion of 
cathodes for fabricators who are filling essential flood rehabilitation needs. 


PROPOSED DIRECTION 1 TO ORDER M-—11A 


Up to the time of the July-August copper industry labor strikes, Mr. Meissner 
continued, the Copper Division had taken the position that it was unnecessary 
to extend priorities, or DO ratings, at the producer level when in isolated cases 
the requirements of a specific foundry, brass mill, or wire mill were such that it 
was unable to fill defense orders and copper could be supplied by directive action. 
Such action had been taken in only a few cases in the past because of the fine 
cooperation between the producing industry and the Division. 

During the 1954 copper-industry strike, no directive action was necessary 
because of duplicate and multiple sources of refined copper supply. However, 
when the July strike started, copper was practically unavailable to consumers 
because alternate sources of supply were affected. As a result, the Department 
of Defense requested BDSA to take directive action and grant priorities at the 
producer level. Excerpts from a letter to this effect, dated August 12, 1955, 
addressed to Mr. Charles F. Honeywell by Assistant Secretary of Defense Thomas 
Pike, were read by Mr. Meissner. He also read the proposed direction 1 to 
Order M-11A, stating that the enabling authority provided therein would be 
used only as a last resort to assure an equitable distribution of available copper, 
should unusual cases arise wherein customers are unable to get refined copper. 
He added that if no directives have been issued by the 15th of the month of 
delivery, as authorized in the direction, the proposed producer set-asides may be 
sold in the normal manner. 

Mr. William C. Truppner, adviser on industrial mobilization controls, BDSA, 
also commented on the proposed direction, pointing out that BDSA is already 
authorized to issue directives for the distribution of copper fer defense contracts 
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that might not otherwise be filled. The direction, which was drafted while cop- 
per industry strikes were in progress, was intended to provide a vehicle for 
exercising that authority, and for assuring an equitable distribution of the defense 
load among refined copper producers. He suggested the committee members 
view the amendment in that light, adding that the issuance of directives under 
its authority is unlikely in view of the ending of the strike and expected increased 
production by the producing industry. On the other hand, he pointed out, it 
must be recognized that problems will arise from time to time in connection 
with defense contracts that cannot be solved for various reasons. In these cases 
the industry will be asked to meet genuine defense requirements, after careful 
screening by the Copper Division. 

Discussion.—A committee member observed that he saw no present need for 
producer set-asides, and expressed the belief that they would result in a dis- 
ruption of producers’ sales programs, by entailing shipments of less than carload 
lots, which is contrary to customary practices. In the past and during the 
present critical copper shortage, he said, his company has shipped needed copper 
immediately upon receiving a request for assistance, either directly from a 
customer of from the Copper Division. Since resumption of production about 
August 12, his company has also reduced order backlogs caused by the strike by 
more than half, and expects to have delivered all deferred customer orders by 
September 22. 

Another committee member concurred in the belief that set-asides at the 
producer level are unnecessary in the copper-refining industry. He stated 
that his company has no assured source of supply, and has to compete both 
in the purchase of raw materials and the sale of refined copper under varying 
market conditions. Under these circumstances, compulsory set-asides seem 
unjustified. 

In the case of another producer, the proposed set-asides would further delay 
filing backlog orders which have accumulated since May due to production 
breakdowns. 

The proposed set-asides will increase present shortages and create additional 
distress cases by reducing the supply of copper available to fabricators, it was 
pointed out. Moreover, all available metal is needed to replenish inventories 
depleted during the strike. 

Referring to industry cooperation in filling critical defense requirements with- 
out directive action, a committee member reported that when copper was made 
available in one particular case during the critical July shortage, the material 
was not accepted for 8 weeks. Another member stated that some producers 
and smelters have had to resort to foreign sources, and wondered whether 
fabricators have attempted to do likewise by purchasing metal in the so-called 
outside market. 

Mr. Meissner replied that the Copper Division has suggested to defense con- 
tractors that they consider the purchase of imported copper. However, the 
response has been that foreign-origin copper prices are prohibitive, running 
about 50 cents a pound. Price also had a bearing on cases where domestic 
metal was made available but was not immediately accepted for delivery, he 
added. 

Price problem.—Referring to the price differential between the published price 
of copper and the prevailing market price, Dr. Robert B. McCormack (Office 
of the Assistant Secretary of Defense for Supply and Logistics) explained that 
defense-contract limitations prevent subcontractors, for example, from charging 
for increased costs of materials, despite escalator-clause provisions. In the case 
of copper, costs can be escalated only to the published price, which is consid- 
erably lower than market prices, both foreign and domestic. Thus, subcontractors 
and sub-subeontractors are forced to purchase available copper at costs which 
they eannot absorb. 

Committee members emphasized that production set-asides will in no way 
alleviate the multiple-price problem. In addition to the foreign-market price, 
there are a half dozen prevailing domestic prices, they pointed out. Further- 
more, the set-asides of foreign-owned copper by United States refineries raises 
a question of legality beyond the scope of this meeting. 

Committee recommendation.—Committee members unanimously recommended 
that no action be taken at this time with respect to proposed direction 1 to 
Order M-11A now that normal production of refined copper is rapidly being 
resumed. The committee members recognize that copper must be furnished to 
meet defense orders, and the producers will endeavor to cooperate with the 
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Government to the best of their ability in the fulfillment of defense contracts, 
in those exceptional cases where defense materials system procedures are inade- 
quate because of the current shortage of refined copper. 


EXPORT CONTROL ACTION 


Refined eopper export quota.—Mr. John H. Kilby (Bureau of Foreign Com- 
merce) reviewed actions taken by the Department of Commerce with respect 
to third quarter limitations on exports of refined copper of foreign origin. He 
also summarized the outcome of a meeting held on July 28 with a group of 
industry exporters to determine the most equitable way of licensing exports. 

The third quarter export quota for copper refined in the United States from 
foreign-origin raw materials was set at 54,000 short tons, or slightly below 
exports of 60,000 tons in the preceding quarter. The consensus at the exporters’ 
meeting was that this quota was more than could actually be exported because 
of curtailed production. It was also recommended, Mr. Kilby reported, that 
industry be consulted before a fourth quarter quota was determined. Inasmuch 
as this advisory committee represents the same industry segment represented 
at the exporters’ meeting, he said, this might be a good opportunity to ask what 
a safe export limitation might be for the fourth quarter. In answer to a ques- 
tion he replied that of the 54,000-ton quota, about 34,300 short tons have been 
licensed for export (as of August 30). 

Copper export scrap quota.—License applications have been received for only 
about half of the adjusted quota for scrap exports, indicating that copper is 
flowing into, rather than out of, the United States, Mr. Kilby stated. Adjust- 
ments were made in the third quarter scrap export quota at the time of the strike, 
Mr. Meissner explained. On the basis of estimated losses in production, the 
quota was reduced by about 45 percent, he said, to protect available domestic 
supply. 

Discussion.—Reviewing reasons for imposing limitations on exports in the 
third quarter, Mr. Glenn Haycraft (Copper Division, BDSA) said that the 
serious shortage of copper for about a year prompted the various actions to make 
refined copper of foreign origin available to domestic consumers. 

Because a drain on the domestic supply of refined copper was evident from the 
lower level in net imports (imports of unrefined and refined copper less exports 
of refined copper), a loophole in United States export controls seemed to be the 
cause. It was possible, for example, for a domestic refiner to qualify for an ex- 
port license by treating blister ore of foreign origin. Every ton of foreign copper 
refined domestically is a potential export. Therefore, it is believed a ceiling on 
the export of refined copper of foreign origin would prevent the reexport of all 
refined copper produced from imported raw materials, and at the same time per- 
mit normal imports and some resales abroad. 

Mr. Max Osias (ODM) supported this view, pointing to the disparity between 
total imports of copper ores, concentrates, and blister less that which is con- 
sumed in the United States, and exports of refined copper of foreign origin. Re- 
ferring to possibilities of bartering domestic refined copper for that of foreign 
origin (made possible by commingling in the refining operation), he asked 
whether refiners would stop importing raw material for refining and reexport if 
so-called swaps were prohibited. 

Stating that a solution he might propose to the commingling problem presents 
some very controversial issues because of the existence of a large segment of 
recognized export-import dealers and brokers in the industry, a committee mem- 
ber expressed the belief that swapping import certificates accounts for only a 
small amount of copper exported from the United States. Copper prices, on the 
other hand, determine the flow of copper, he said, and copper will flow to the 
United States for processing if the price is right. At present, there is a flow 
of copper to this country although processing capacity does exist in other parts 
of the world and always has been available. Under these circumstances, limita- 
tions on either exports or imports would be unjustified, he believed. 

Other committee members concurred in this view, recalling the serious Chilean 
repercussions after the last restrictive quota was imposed on reexports of re- 
fined copper, and restating the fundamental principle that unless refined copper 
of foreign origin can be exported, raw material will not come in for processing. 

Committee recommendations.—The committee recommended unanimously 
that no quota on exports of refined copper of foreign origin be established for the 
fourth quarter. It was also recommended that exports of copper and copper 
base alloy scrap during the 1955 fourth quarter be limited as follows: 
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REFINED COPPER SUPPLY AND CONSUMPTION FORECAST 


Despite severe shortages in supply, 272,000 short tons of refined copper were 
produced from domestic ores in the second quarter, Mr. Haycraft reported. This 
was the highest quarterly output since the second quarter of 1944, when 275,000 
short tons were produced from domestic ores. Barring work stoppages or other 
adverse events, this high rate is expected to continue in the fourth quarter. 

Current quarter output of 85,000 tons of refined copper from foreign ores 
is also expected to continue, and it is hoped that production from scrap, which 
has risen in recent months, will continue at the rate of about 60,000 tons in the 
fourth quarter, assuming there will be some export scrap controls. Assuming 
imports will continue at the second quarter rate of 40,000 tons, total refined cop- 
per supply in the fourth quarter from all sources is estimated at approximately 
155,000 tons. 

Estimated consumption of refined copper in the fourth quarter is expected 


to be: 
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Assuming refined copper exports will continue at the going rate of 60,000 tons 
a quarter, a net of about 4,000 tons will be available for inventory rebuilding, 
Mr. Haycraft said. 

Committee members confirmed estimates of 85,000 tons of refined copper which 







4 will be available from foreign ores, saying that the supply may reach 90,000 
, tons since some mines and smelters continued operations throughout the work 
stoppage. 






PROPOSED STANDBY ORDER M-—16 


In line with the Government policy of defense preparedness, BDSA and the 
Copper Division in the past 2 years have been drafting standby control orders 
for use in event of emergency, Mr. Meissner stated. From the experience in 
Operation Alert this past June, and other indications, the inadequacy of these 
orders has become increasingly apparent, he said. For this reason, the Division 
is planning to discuss in detail separate proposed standby orders with the 
various segments of each industry concerned. 

Some preliminary work has been done to revise and bring up to date proposed 
Order M-16, Mr. Meissner informed the committee members. He asked their 
views on the most practicable means of discussing the order with industry, 
adding that such discussions will be of a classified nature. 

Committee recommendation.—The committee recommended that proposed 
standby Order M-16 be discussed in detail with an industry task group, to be 
appointed by the Copper Division, and that the revised order be submitted to 
the full committee for later review. 
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QUARTERLY COPPER INDUSTRY REPORT 


Calling attention to the spring issue of the Copper Industry Quarterly Report, 
Mr. Meissner invited suggestions for improvement in format, tabulations, ete. 
i The next issue will be out very shortly, he said, reporting that assurances of 
sponsorship for the next 2 fiscal years have been received by the Division. 
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CONCLUDING REMARKS 






In conclusion, Mr. Meissner expressed appeciation in behalf of BDSA to the 
industry for its assistance in loaning personnel on a without-compensation, 
rotation basis, and to Admiral Peterson for his personal services to the Copper 
Division in his tour of duty. Admiral Peterson will be succeeded on October 1, 
1955, by Mr. Clarence W. Seeley, of Scovill Manufacturing Co. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C., 
IRON AND STEEL Scrap Export Task Group MEETING, JANUARY 6, 1954 


PURPOSE OF THE MEETING 


The Iron and Steel Scrap Export Task Group held its first meeting on January 
6, 1954, to formulate recommendations concerning the export of iron and steel 
scrap. 

TASK GROUP MEMBERS 


Mr. Ralph Abalon, Luria Bros., 100 Park Avenue, New York, N. Y.: Scrap 
brokers and exporters. 

Mr. Frank H. Hanfelder, American Steel Foundries, Chicago, Ill.: Steel 
foundry. 

Mr. H. L. Edinger, Barnett Foundry & Machine Co., 536 Lyons Avenue, Irving- 
ton, N. J.: Gray iron foundry. 

Mr. Adam J. Haslett, Jones & Laughlin Steel Corp., Pittsburgh, Pa., Steet 
products IAC member. 

Mr. Frank H. Buchheit, U. S. Steel Corp., Pittsburgh, Pa. : Consumer. 

Mr. W. J. Betzler, Republic Steel Corp., Cleveland, Ohio: Consumer. 

Mr. A. R. Thurn, Bethlehem Steel Co., Bethlehem, Pa.: Consumer. 

Mr. Joseph Cohen, General Scrap Iron, Inc., Providence, R. I.: Scrap dealer. 

Mr. Alex Miller, of Columbia Iron & Metal Co., Cleveland, Ohio, and Mr. Max 
Kimberling, of Max Kimberling Co., Birmingham, Ala., both scrap dealers, were 
also invited, but were unable to attend this meeting. 


GOVERN MENT REPRESENTATIVES 


Mr. Marshall Smith: Deputy Assistant Secretary of Commerce for Interna- 


tional Affairs. 
Mr. John H. Kilby: Director, Materials Division, Bureau of Foreign Commerce. 


Mr. Wilbur Williams: Chief, Steel Section, Bureau of Foreign Commerce, 
Mr. Marvin Plant: Scrap consultant, Iron and Steel Division. 

Mr. Charles Halcomb: Deputy Director, Iron and Steel Division. 

Mr. Harold M. Ridlon: Iron and Steel Division. 

Mr. W. P. Carlin: Iron and Steel Division. 


BACKGROUND OF THE PROBLEM 


About the middle of October, the Department of Commerce issued an order 
authorizing the export of iron and steel scrap, Mr. Marvin 8S. Plant (consultant, 
Iron and Steel Division, BDSA) said. Subsequent to the issuance of the order, 
a meeting was held of the Steel Products Industry Advisory Committee, which 
was attended by Secretary of Commerce, the Honorable Sinclair Weeks. The 
scrap export policy was discussed and various views were expressed by the 
committee members. Some, though supporting the position adopted by the De- 
partment, urged extreme caution in the administration of the program. After 
discussing the matter in some detail, the committee, at the Secretary’s sugges- 
tion, recommended the establishment of a task group to advise him on the matter 
of scrap export. In line with the recommendation of the Secretary, this task 
group was selected to represent scrap dealers, brokers, exporters, foundries, 
and consumers for the express purpose of giving the Department of Commerce a 
cross section of opinion. 

To acquaint the group with the activity resulting from the export order, Mr. 
Wilbur Williams, Bureau of Foreign Commerce, distributed a tabulation show- 
ing iron and steel scrap tonnage licensed, by areas, origin, and grade. Although 
a total of 218,632 tons of scrap had been licensed for export during the fourth 
quarter, only 31,000 tons have been shipped, Mr. Williams remarked. He also 
called attention to the fact that some licenses will remain valid until the end of 
January and some until the end of February 1954. 
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INVENTORIES 


Mr. Williams also reviewed 1954 foreign requirements for steel scrap as 
follows: 

Canada.—Canada’s 1954 requirements are estimated at not more than 75,000 
tons. Although the 1953 requirement was also estimated at 75,000 tons, only 
63,000 tons were shipped. 

Mezvico.—The Embassy has indicated that 1953 requirements of 50,000 tons 
per quarter will be reduced by from 15 to 25 percent in 1954 because of a 
decrease in Mexican steel operating capacity. 

United Kingdom.—A flat statement has been issued from the United Kingdom 
that for exchange reasons, no scrap will be wanted in the first quarter and 
probably not for the entire year. The United Kingdom feels that it can obtain 
its scrap requirements from customary sources with no drain in dollar exchange. 
Only an odd shipment from the United States may materialize during the year. 

Italy—lItaly has said officially that it might need 50,000 tons each half year. 
Mr. Williams noted, however, that between Octover 16 and the end of 1953, only 
one application was received from Italy and it was withdrawn for a variety of 
reasons. 

Spain.—Spain is not in the American market. However, in line with the 
policy of assistance to Spain, a proposal is being considered whereby another 
Government agency may issue an authorization for the procurement of 20,000 
tons of scrap, which, most likely, will come from north Africa. 

Yugoslavia.—A request for 10,000 tons of scrap for Yugoslavia has been 
received in the last week but this has not as yet been investigated. Since the 
request was received in January, it would be allowable to first quarter estimates, 
if approved. 

Coal and Steel Community.—With the exception of Italy, no interest in scrap 
has been shown in this area. 

Japan.—Japan has indicated an estimated requirement of from 300,000 to 
400,000 tons a year. 

Summing up, Mr. Williams stated that effective demand for 1954 is estimated 
at about 525,000 tons. Licenses for about 110,000 tons against this requirement 
have been issued during the fourth quarter of 1953. Similarly, an indication 
of 1955 needs will appear at the end of 1954. 

Mr. Williams emphasized that the indicated foreign demand will provide no 
enormous measure of relief to the scrap industry. He expressed confidence 
that the steei mills would recognize the insignificance of this amount. 

Mr. Plant then gave the folowing figures on inventories as published by the 
Bureau of Mines: 

Home and purchased scrap 
Tone 
Consumers’ stocks at end of April 1953 5, 977, 204 
Consumers’ stocks at end of September 1953 6, 779, 841 


Pig iron 


Stocks at end of April 1953 1, 674, 606 
SEER ak, MEE Cs TINE oi ap ti ences rennin hirano Sbciaiommataiian 2, 241, 580 


Consumption of both home and purchased scrap, according to Bureau of 
Mines figures, was 5,200,000 tons during April and 5,393,000 tons during Sep- 
tember, Mr. Plant reported. While consumption of purchased scrap has de- 
clined slightly, consumption of home scrap has risen. Mr. Plant believed that 
the lowered use of purchased scrap was attributable to the increase in pig-iron 
supplies. 


REACTIONS TO FOURTH QUARTER 1953 EXPORT POLICY AND VIEWS CONCERNING ITS 
CONTINUANCE 


The task group members present at the meeting unanimously favored the 
policy adopted with respect to the export of scrap during the fourth quarter 
of 1953, and were highly complimentary of the manner in which the Department 
implemented this policy. As to 1954, the consensus was that the policy should 
not be relaxed during the first quarter and that the situation be reviewed before 
each succeeding quarter to determine the type of action to be taken. 
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Views of the segments of industry represented on the task group follow: 


Dealers 

Mr. Plant read a telegram received from a scrap dealer in the South, strongly 
urging the elimination of all controls covering the export of scrap. The dealer 
cited the desperate condition of the industry, pointing out that hundreds of 
workers are already unemployed and that, unless relief can be obtained through 
exports, not only will the unemployment situation become more aggravated, but 
that the entire scrap-collection machinery will completely deteriorate. A fur- 
ther assertion was that scrap which is not collected, will, through degeneration, 
be lost to all markets. 

Another dealer member of the group emphasized the distressed conditions 
under which dealers have been laboring during the first several months, point- 
ing out that many are on the verge of bankruptcy. He attributed their plight 
to the suddenness with which the easy scrap situation had developed and the 
undercapitalized nature of many dealer operations. The consequence of this 
situation is an eventual complete breakdown of collection machinery. Collec- 
tors find it more lucrative to go on relief rolls than to collect and sell scrap. 
Activities of such collectors are usually confined to light materials—the type 
that does not lend itself to accumulation for future use and which, if not col- 
lected, is lost to all markets. 

This member believed that exports, while not a cure for the problem, would 
sustain the strongest collection machinery. Dealers operating with limited 
resources will probably fail regardless of any export policy that is adopted. 

The member stressed the importance, as a national security measure, of keep- 
ing the stronger collection machinery in existence. Such firms have millions 
of dollars invested in facilities and equipment, he pointed out, and are the 
principal suppliers of scrap in times of emergencies. If they can be sustained, 
they would also provide employment for many small independent dealers who 
are unable to weather the adjustment period. 

The member doubted that large quantities of scrap would be exported because 
of the low price which it commands and the high cost of transporting it to 
shipping points. While he favored the export policy adopted for the fourth 
quarter of 1954, he advocated a moderate relaxation to relieve pressure on the 
dealers. He noted, however, that if complete open-ending were authorized it 
might be accompanied by the danger of false price fluctuation resulting from the 
offering of material that does not exist. 


Broker-exporter 

A broker-exporter urged that licensing and shipping should not be considered 
synonymously. He pointed out that no interest in American scrap exists in Eng- 
land, the poor countries, or Italy. Spain has no dollars. Japan may have some 
demand. 

He cautioned against the shrewdness of the foreign buyer and his tendency 
to bring prices in line with what he wishes to pay. He described the maneuvers 
resorted to by Japanese brokers. Often Japanese importers will obtain offerings 
from American suppliers and issue a contract subject to reaffirmation and letter 
of credit to be established after the license is granted. 

After the license is issued, the importer tries to sell to the mills, which hereto- 
fore have never purchased more than 60 percent of the scrap under license. If 
the mill refuses the offer, the importer reports to his American supplier that the 
material was refused because the price was too high. If he succeeds in depress- 
ing the price he may attempt to sell the scrap elsewhere. This practice gives the 
impression of a much greater Japanese demand for scrap than actually exists. 

This member took issue with the suggestion that relief be keyed to scrap deal- 
ers in the strongest position. He believed that the aim of having available a 
supply of sufficient scrap at reasonable prices is dependent on having as many 
shippers as possible. The wider the base and the greater the available quantity, 
the better off everyone will be. 

Everything that can be done should be done to keep scrap dealers in business. 
The member doubted, however, that export is the sole remedy, because of both 
the low price and demand 

He favored continuation of the fourth quarter scrap policy during the first 
quarter of 1953 and proposed that the situation be reviewed quarterly. He felt 
that scrap dealers prefer domestic rather than export business. 

The committee member believed that the scrap industry will contract from 
its present level of 32 million tons of purchased scrap to about 24 million tons. 
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Consumers—stcel mills 

A task group representative from the consumer segment of the steel industry 
pointed out that steel producers, having just gone through a period of extreme 
scrap shortages and being faced with an uncertain future, were skeptical of a 
policy with respect to scrap exports when it was first announced. Fresh in their 
minds were the difficulties of the last 10 or 12 years in procuring sufficient 
scrap to meet mill requirements. 

The scrap problem becomes more complex, he continued, because the future 
rate of steelmaking is unknown. He called attention to the sharp drop in the 
steelmaking rate, which is currently only about 75 percent of capacity. If mills 
will be operating at a rate under 80 percent, the prodigious quantities of scrap 
formerly consumed by the steel industry will, of course, no longer be needed. 

The member attributed the decline in scrap consumption to several factors 
such as the increase in blast furnace capacity and the use of larger quantities 
of ore and the charging of more hot metal into open hearths, which would 
make a substantial diiference in the amount of purchased scrap required. 
The situation is further complicated by the decline in the demand for other 
than prime steel. Seconds to a large extent are not marketable: customers 
are more fussy and demand stricter adherence to specifications. While these 
are natural developments in a highly competitive market, the result is an 
increase in the generation of home scrap. The speed with which all of these 
factors have developed has accelerated and magnified the hardship on the 
suppliers of purchased scrap, the member recognized. 

In the days of scrap shortages, it was customary for mills to consider serap 
in terms of number of days’ supply. The usual inventory ranged from 30 
to 45 days where the operating rate was 100 percent. Now, however, under 
changed operating conditions demand for purchased scrap at some plants has 
declined to zero. 

This task group member believed that the question of future scrap require- 
ments by the steel industry hinges on whether the sharp drop in production 
will soon be recovered or whether it represents the beginning of a depression, 
spearheaded by steel. His opinion was that for 1954 there will be more thar 
ample serap to take care of domestic requirements. On this premise, he be- 
lieved, a reappraisal of the position of the steel mills is in order. His com- 
pany, he revealed, is willing to change its position on the scrap question in the 
light of changed circumstances. Its motives, he explained are not completely 
unselfish. Steel mills know that they are best served by having a healthy 
scrap collecting, processing, and preparing industry available should the need 
arise for purchased scrap in maximum quantities. All consumers, he remarked, 
have been through the agony of not having enough scrap when it was needed, 
and they are fully aware of the terrific cost attending the establishment of new 
collection facilities for scrap. The complete deterioration of scrap collection 
machinery must be avoided, he emphasized. 

This task group member favored continuation of the policy adopted for 
the fourth quarter through the first quarter of 1954 and he suggested that the 
matter be reviewed again before further extension is contemplated. 

Pointing out that, although the element of emergency appears to have 
passed, another consumer member commented on the importance of maintaining 
the peacetime economy. He referred to iron and steel scrap as a national 
resource which will be needed year after vear. he cautioned against being 
overly exercised about the present situation and emphasized that the scrap 
situation should he weighed against other national economie factors. The 
scrap industry, like the steel industry, which is the principal consumer of 
scrap, must take fluctuations in stride, he believed. 

He recalled the periods when scrap was in extremely short supply and 
cited the large expenditures made by the steel industry to encourage scrap 
collections. 

Referring to the increase in mill capacity, this member believed that the 
steel industry will need more scrap than ever before. He reminded the group 
that even hefore the expansions occurred, the industry was confronted with 
periodic shortages of scrap. He expressed grave concern as to the adequacy 
of the scrap supply, once the adiustment period has been weathered. 

Unrestricted export of scrap might result in serious depletion of an important 
national resource. The member recalled that the increase in steel capacity 
during 19583 amounted to ahout 6% million tons. Present ecanacity is ahont 
124% million ingot tons and substantial quantities of scrap will be required to 
sustain capacity production. 
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Discussions of production declines rarely emphasize the increased capacity 
thet now exists, the member maintained. Companies reporting lower per- 
centages of operation are producing more ingots than ever before. 

The member believed that there exists and will continue to exist a great need 
for scrap. Business will improve, he declared, and the economy will suffer 
greatly if scrap is not available when it is needed. 

Answering a question, this member doubted that production in the next 6 
months would rise to 124 million tons, but he did predict that within the next 
6 months the steel industry would be operating at its “economic facilities” 
capacity. He estimated marginal capacity to be about 4 million tons. 

Commenting on export policy followed during the fourth quarter, the member 
expressed the belief that it adequately controlled the flow of scrap to foreign 
markets. He feared, however, that mounting pressures might force a relaxation 
of that policy. 

He urged that sight should not be lost of the fact that there will be a decline 
in the future availability of scrap. 

Other consumer members supported the views expressed above. One member 
reported that studies by his company in long-range steel operations indicate 
that about 38 million tons of purchased scrap will be needed to produce 120 
million tons of ingots. 

He also reported that in connection with a project being conducted by his 
company’s purchasing department for improving quality of scrap procurements, 
representatives have been calling on the scrap dealers and observing the quan- 
tities of prepared and unprepared scrap in yards. Reports are that inventories 
per yard do not exceed 500 tons. 

If a sharp rise should occur in defense requirements, difficulty would be en- 
countered in procuring sufficient scrap to support the production of 120 million 
tons of steel. 

No. 2 scrap and cast-iron motor blocks should be conserved for the future 
use of the steel and foundry industries, he suggested. 


Consumers foundries 


Foundry representatives urged that scrap exports be limited to the fourth 
quarter 1953 levels. 

A representative of the 2,600 gray-iron foundries pointed out that such 
foundries consume 10 million tons of scrap a year and that they oppose scrap 
exports. They contend that the open-end policy has fostered an increase in 
scrap prices particularly on the west coast. 

Answering a question, the representative stated that from his observation 
of this meeting he personally was not opposed to continuation of fourth quarter 
export policy. 

Another member of the group doubted that the rise in cast iron scrap prices— 
the type most needed by gray-iron foundries has resulted from the lifting of the 
scrap export ban. He believed that the price rise is the result of the heavy 
domestic demand for this type of scrap. It was also noted that, with the dis- 
integration of scrap-collecting machinery, less cast-iron scrap is coming into 
dealers yards. Foreign demand for this type of scrap is nonexistant, he pointed 
out, adding that few dealers are able to assimilate this material in shipload 
quantities. 

Mr. Marshall Smith (Deputy Assistant Secretary for International Affairs) 
explained that the Government not having any cuntrol on prices, cannot be 
responsible for price fluctuations. The regulation of prices must be left to 
the law of supply and demand. 


ADVISABILITY OF RELAXING CRITERIA FOR SCRAP EXPORT LICENSES 


Except for the requirement of having a bona fide foreign order, Mr. John 
H. Kilby (Bureau of Foreign Commerce) revealed, applicants for licenses to 
export products other than scrap are not required to show that they are actual 
or potential owners of the merchandise, nor must they furnish inspection cer- 
tificates or supply an extra copy of the shipping manifest to customs officials. 
The export trade has complained that the criteria imposed on it are unreason- 
able, burdensome, and unnecessary, and it has demanded their removal. 

Mr. Kilby also indicated that imposition of the criteria has created an admin- 
istrative burden on the Bureau of Foreign Commerce. He pointed out that 
removal of controls always stimulates a flurry of activity which rarely results 
in greater exports. 


Be ae we? eee 
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Except for elimination of the fourth copy of the shipping manifest, the group 
favored retention of the criteria as a necessary stabilizing measure. Members 
pointed out the incomparability between scrap and more easily identifiable com- 
modities. Removal of the criteria, they stressed, will serve as an invitation to 
the irresponsible, will create gross exaggeration of both supply and demand, and 
will plunge the industry into the same chaos which existed when scrap was being 
imported from Germany. Buyers, they recalled, were forced to deal with 
licenses completely ignorant of the scrap business and whose only concern was 
the advantage to be gained from casual participation. The responsible element 
suffered greatly from the fly-by-night activities. 

Mr. Smith asked why ferrous scrap should be singled out for rigid control 
when neither aluminum nor copper scrap are so treated. He explained the De- 
partment’s wish to place commodities on as uniform a basis as possible without 
encouraging speculation. Three months have elapsed since scrap exports were 
authorized, he pointed out, adding that he believed that speculation has been 
pretty well wrung out of the situation. A member of the group explained that 
exports of nonferrous scrap are usually in small tonnages and are not attended 
by the same shipping problems as ferrous scrap. Ferrous scrap can only move 
in boatloads, and it is to the exporter’s advantage to have a license when he goes 
to the charter market for ships. 


FEASIBILITY OF LENGTHENING THE VALIDITY PERIOD OF SCRAP LICENSES 


Mr. Kilby explained that the validity of export licenses for scrap has been 
limited to 60 days whereas the standard validity period is 6 months from the 
date the license is issued. This differential creates an inequity for Mexican 
trade which is on a 6-month basis. 

A member pointed out that since scrap exports are on an open-end basis, the 
duration of the order would guide the Department with respect to licensing. He 
believed that the 60-day time limit is adequate for continental scrap, but he felt 
that 6 months is required for offshore in order to give the exporter time to 
accumulate his cargo. 


FEASIBILITY OF STOCKPILING IRON AND STEEL SCRAP 


Mr. Marshall M. Smith (Deputy Assistant Secretary for International Affairs) 
informed the group that, at the recent meeting of the Steel Products Industry Ad- 
visory Committee, the suggestion was made by a member that scrap be stock- 
piled. This suggestion has elicited varying views on the feasibility of establish- 
ing such an operation. Mr. Smith’s own opinion, which had not as yet been 
explored by the Government, was that the best stockpile of scrap is to be found 
in laid-up ships. This scrap is readily available, could be transfererd to points 
of consumption with a minimum of expense, and would not require a lot of 
handling. 

On the other hand, Mr. Smith believed, stockpiling of scrap would involve a 
lot of money for storing and handling and might result in higher prices than 
would normally be charged when the product moved from the dealer to the con- 
sumer. Further, if the Government were to stockpile, it would have to select 
better grades as the poorer grades would deteriorate too rapidly. However, 
despite these factors the Government is willing to consider anything that will 
aid the national security. 

Several task-group members, emphasizing the importance of scrap to the 
country, suggested that the matter of stockpiling might be worthy of investiga- 
tion. If scrap is neither stockpiled nor exported, the product will remain in 
the country and lack of demand for it will cause a breakdown of the collection 
machinery, they pointed out. 

Other members opposed the stockpiling of scrap and pointed out that such a 
device would constitute a mere deferment of the problem. A stockpile would 
create a reservoir of scrap that would constantly be overhanging the market in 
one way or another. It would tend to accelerate gyrations in the price of scrap. 
They also believed that, as the price situation becomes more stabilized, mills will 
find that they can melt scrap more cheaply than hot metal and the demand for 
scrap will again rise. 

Other opinions against stockpiling were: (1) It would be an economic waste 
as well as a physical impossibility. The light nature of the material would be 
subject to rapid deterioration and would be valueless by the time it was needed ; 
(2) Shipbreaking would not answer stockpiling purposes because the quantity in- 
volved is too small. Furthermore, the absence of shipbreaking facilities would 
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create a bottleneck ; (3) Scrap placed in a stockpile would never be used because 
a feeling would prevail that an emergency was never critical enough to warrant 
withdrawals. It was recalled that during the last emergency mills hoarded in- 
ventories for fear of being confronted with requirements which they would be 
unable to meet; (4) The creation of a stockpile would merely be a device of 
supplying working capital to industry and in many respects it would encourage 
speculation. 

A task-group member called attention to the fact that shipbreaking is an inte- 
gral part of his company’s organization. The company purchased the Old Union 
Shipyard and converted it from a shipbuilding to a shipbreaking operation. The 
facility is quite large and has produced as much as 26,000 tons of scrap per month 
from the dismantling of ships. It is probably the largest and most up-to-date 
shipbreaking yard in the country. The member pointed out that difficulty is 
being encountered in procuring ships for scrap purposes. The facilities have 
been kept operating by breaking up railroad cars. For the past 2 or 3 years 
the company has been trying to induce the Maritime Commission to sell ships 
that are not commercially usable. The Commission has ships which have been 
built as early as 1904 and which the committee member believed are too outmoded 
for use. The Maritime Commission has, however, given no indication of will- 
ingness to dispose of these ships. Despite the present abundance of scrap, the 
company would still be interested in bidding on the old vessels. If the company 
could purchase the ships, it would aid them in keeping the plant in operation. 
The scrap obtained would be stockpiled by the company. 

It was further pointed out that three well-equipped shipbreaking yards are 
available on the east coast, any one of which could produce about 20,000 tons of 
scrap a month. 


SUMMARY OF TASK GROUP’S CONCLUSIONS AND RECOMMENDATIONS 


The task-group members unanimously favored the policy adopted with respect 
to the export of scrap during the fourth quarter of 1953 and registered no op- 
position to its continuance during the first quarter of 1954. They favored a 
quarterly review thereafter before determining a course of action. The members 
also favored elimination of the requirement of filing a fourth copy of the shipping 
manifest with customs officials. 


ATTACHMENT C 
Scrap-iron and steel tonnage licensed by areas of origin and grade under PD-1077 


[In short tons] 





No. 1 No. 2 No. 1 No. 2 Scrap 
heavy heavy bundles bundles rails 





Southern California____- . be 33, 790 36, 367 1, 814 14, 518 100 
Northern California. - : 10, 192 | 20, 048 | 17, 416 1, 120 
Pacific Northwest_ x 4, 0&8 5, 600 2, 800 3, 867 
Tees... , | 0 8, 384 ) 2, 969 0 
Gulf , a 12, 876 7, 288 | , 650 | 2, 322 | 0 
Florida ; ; 2, 655 7, 635 | 5, 645 0 
New England__._- . ; ‘ 2, 660 | 3, 024 | 


Total... ieee eck aries aa tanita 63, 601 57, 982 3, 46 48, 694 


Vessels for 
scrapping 


Shovelings, | No. 1 heavy —T 
turnings | ship scrap Cast iron 


Northern California 

Pacific Northwest. 

Texas_ -- a ag 

Gulf . 0 | ; 24, 136 
Florida 0 : 17, 035 
New England 5, 684 


Southern California . 560 | 4, 100 
| 


Total.... ms Pa uf 218, 632 
! 2 vessels, approximately 8,200 tons total. 
Note.—Distribution: Japan, 203,535; Mexico, 15,097; total, 218,632. 





Wwoc’s AND GOVERNMENT ADVISORY GROUPS 


DEPARTMENT OF COMMERCE, 
3USINESS AND DEFENSE SERVICES ADMINISTRATION, 
Washington, April 26, 1954. 


MEMORANDUM 


Yo: Mr. Charles Hersum, Chief, Industry Advisory Committees Staff. 

From: William Kerber, Director, Iron and Steel Division. 

Subject: Summary of meeting of April 20, at 10 a. m., room 4812, Commerce 
Building of Steel Task Group on Mobilization Controls. 


TASK GROUP MEMBERS PRESENT 


Mr. Richard F. Sentner, United States Steel. 
Mr. W. J. Stephens, Bethlehem Steel. 

Mr. C. L. Holmberg, Inland Steel. 

Mr. Ross Wilkins, Great Lakes Steel. 


GOVERN MENT REPRESENTATIVES PRESENT 


Wm. Kerber, Director, Iron and Steel Division, Government presiding officer. 

Charles Halcomb, Iron and Steel Division. 

W. P. Carlin, Iron and Steel Division. 

G. C. Lovell, Iron and Steel Division. 

Mr. William Kerber was Government presiding officer of the meeting which 
started at 10 a. m. 

There was a discussion of proposed changes in production directive procedure 
and reporting on F-100. It was agreed that BDSAF-100 should be submitted 
monthly and that it should contain all the products presently carried under pro- 
duction directives. 

The major subject of discussion was the amendment of M-1A to conform to 
changes in DMS of April 1, 1954, and suggested suspension of allocation directives 
but maintaining authority to reinstate. It was recommended that the order be 
amended in such a way that it will provide a means of obtaining reports from 
steel producers, if deemed necessary at any time by the Iron and Steel Division. 
It was agreed that standby production directives should be issued by product 
to cover the estimated tonnage to be reserved monthly for the acceptance of orders 
bearing the symbol A through B plus a digit, following the present DMS system, 
and in line with section 5 of order M-1A. 

It was suggested, and agreed by the members of the task group, that work 
should proceed immediately in the preparation of standby orders for M-day, such 
as an MRO order, pig-iron order, scrap order, ferroalloys order, ete. 

The meeting adjourned at 2 p. m. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington 25, D. C. 


MINUTES OF TAasK Group TO ADVISE GOVERNMENT ON ROTATION OF STOCKPILED 
CoconuT OIL, JUNE 25, 1954 


Jacob M. Shaffer, Deputy Director, Food Industries Division, presiding 
INDUSTRY REPRESENTATIVES PRESENT 


Mr. H. H. Abbott, vice president, Hardesty Chemical Co., Inc., Newark, N. J. 

Mr. G. H. Perbix, division head for purchases of coconut oil, the Procter & 
Gamble Co., Cincinnati, Ohio. 

Mr. H. G. Bissinger, senior vice president, E. F. Drew & Co., Inc., New York, 
N.. ¥. 

Mr. W. A. Peterson, division head of standards, research and development 
deprtment, Colgute-Palmolive Co., Jersey City, N. J. 


GOVERNMENT OFFICIALS PRESENT 


Mr. Jacob M. Schaffer, Food Industries Division, BDSA, Department of Com- 
merce, 
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Mr. Carroll V. Danielson, Food Industries Division, BDSA, Department of 
Commerce. 

Mr. D. E. Hewitt, Purchase Division, Emergency Procurement Service, Gen- 
eral Services Administration. 

Mr. J. L. Mitchell, Standards Division, Federal Supply Service, General Serv- 
ices Administration. 

Mr. Fred Bates, Chief of Chemical and Rubber Division, Department of 
Defense. 

Mr. Arthur Wolf, Chemical and Rubber Division, Office of Defense Mobiliza- 
tion. 

Mr. Charles R. Hersum, Industry Advisory Committee Staff, BDSA, Depart- 
ment of Commerce. 

Mr. R. S. Hollingshead, Material Research Analysis Division, Emergency 
Procurement Service, General Services Administration. 

Mr. V. E. Johnson, Storage and Transportation Division, Emergency Procure- 
ment Service, General Services Administration. 

Mr. Harry Le Bovit, Material Research Analysis Division, Emergency Pro- 
curement Service, General Services Administration. 

Mr. L. A. Grogan, Fats and Oils Branch, Commodity Stabilization Service, 
Department of Agriculture. 

Mr. Frank Talbot, Chemical and Rubber Division, Office of Defense Mobiliza- 


tion. 


OPENING REMARKS 


Mr. Schaffer opened the meeting by introducing the members of the task 
group and Government officials. A general outline of the purpose of the meeting 
was explained as well as the functions of the Business and Defense Services 


Administration. 
RULES GOVERNING THE MEETING OF THE TASK GROUP 


Mr. Charles Hersum presented a detailed explanation of the rules governing 
the task group meeting and participation in the meeting of both industry and 
Government. 

PURPOSE OF THE MEETING 


After a general outline by Mr. Shaffer of the problems of rotation of stock- 
piled coconut oil, a more detailed explanation was presented by Mr. R. 8. Hol- 
lingshead of the Emergency Procurement Service. 


DISCUSSION AND SUGGESTIONS 


All members of the task group and Government officials participated in the 
discussion of the problems concerning the rotation of stockpiled coconut oil. 
Various phases of methods of rotation were discussed and explored thoroughly. 
It was finally decided the most efficient method of disposal would be through 
a “swap” basis. 

The more important suggestions presented by the task group to BDSA are 
as follows: 

1. That a regular rotation system be established so that the Government 
maintains high-quality oil with a minimum cost. Certain undesirable proper- 
ties may result from storage of high free fatty acid oils and thus make them 
undesirable for certain products. 

2. It was suggested that a “swap” basis be used to rotate the oil. This method 
would least disturb the market. 

3. It was recommended that a contract be prepared by EPS and that negotia- 
tions be entered into with interested companies. 

4. The contract should include data on the analysis of the oil, location, 
quantity available, and an outline of the provisions for freight differential or 
adjustment. Also the contract should contain information on the point of 
delivery of new oil. 

5. It was suggested that the rotation be carried out over an extended period 
of time and only 1 or 2 tanks of oil be released at first to determine the impact 
on the industry. 





Wwoc’s AND GOVERNMENT ADVISORY GROUPS 2127 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


MINUTES—MEETING OF THE TASK GROUP FOR ROTATION OF SISALANA, HARD 
Fiser CorpAGE INDUSTRY ADVISORY COMMITTEE, JUNE 30, 1954 


Thomas Jeff Davis, Textiles and Clothing Division, Government presiding 
officer 


TASK GROUP MEMBERS 


Ellis W. Brewster, Plymouth Cordage Co., North Plymouth, Mass. 
John Goble, Wall Rope Works, Inc., New York, N. Y. 
R. L. Morris, Columbian Rope Co., Auburn, N. Y. 


GOVERNMENT REPRESENTATIVES PRESENT 


Matthias W. Niewenhous, Office of Defense Mobilization. 

Cc. W. Schoffstall, United States Tariff Commission. 

R. S. Hollingshead, General Services Administration. 

A. G. Peterson, Office of Assistant Secretary of Defense (Supply and Logistics). 
F. F. Kidd, General Services Administration. 


PURPOSE OF THE MEETING 


The task group met on June 30 to discuss the problems presented by the 
rotation of sisalana in the stockpile and related questions. 


LIFE OF SISALANA STORAGE 


On the question of stockpile life of sisalana, Mr. Brewster referred back to 
the report of the Munitions Board Fibers Industry Advisory Committee, Sep- 
tember 17, 1952. Section 2 of the report points out (A) that there is no real 
body of reliable information available on storage life of sisalana, (B) that the 
committee presented only its opinions, perhaps no more than “guesses,” and 
(C) that there would be a deterioration of 20 percent in sisalana in 15 years (as 
compared with 10 years of abaca). Section E (1) of the report was quoted 
to the effect that manufacturers might be able to take 40 percent of their re- 
quirements in stockpile grades from the stockpile, provided it had not been in 
storage more than 7 years, and provided a fixed allowance be paid sufficient 
to compensate for deterioration and natural preference for fresh fibers, and pro- 
vided no increased costs were incurred in Government procedures beyond normal 
trade practices. 

Members agreed that there has been no subsequent experience upon which 
to base any modification of the recommendations of September 1952. 

Mr. Brewster said that industry representatives felt they were stretching 
as far as possible their estimate that sisalana in stockpile can be rotated 
when it is as much as 7 years old. Other members agreed that this was far 
from being a conservative guess. 

Industry members were unable to say, upon Dr. Peterson’s question, whether 
or not deterioration of sisalana in storage is gradual. 

Means of testing for deterioration were discussed. Mr. Brewster stated 
that the practical method was to make rope from samples taken from time 
to time, and test the rope under controlled conditions. Mr. Goble pointed out 
that strength of fiber in storage will go down with loss of humidity, but will 
tend to return with regain of humidity. Mr. Morris said it has been demon- 
strated that overdrying can result in a permanent loss of strength, and that 
this is apt to be a problem where storage is in a dry climate. In reply to 
a question by Mr. Hollingshead, members said that there is no way to test 
fibers directly from samples taken from bales and not made into rope or other 
end products. 


PROPORTION OF CONSUMPTION WHICH CAN BE ROTATED 


Mr. Morris emphasized that the figure of 40 percent in the recommendations 
should be understood to apply only to that portion of the industry use of sisalana 
which falls within stockpile grades. Industry cannot rotate 40 percent of all 
of the sisalana consumed. 
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Experienced members differed as to what proportion of total use was in 
stockpile grades. A figure of 40 percent was discussed. Mr. Morris thought 
it high, judging by the experience of his company. Mr. Brewster, however, 
was of the opinion that the figure might hold. If so, this would mean that 
industry can rotate 40 percent of its take of stockpile grades, which again is 
40 percent of the total use, i. e., industry can rotate an amount equal to 16 
percent of the total consumption of sisalana without the necessity for down- 
grading. 

Mr. Morris pointed out that sisalana has the advantage that it can be upgraded 
for @mergency use and downgraded after long storage with less loss to the 
Government than in the case of abaca, which does not lend itself well to lower 
uses after deterioration. 




















































SISALANA AND ABACA 





Mr. Goble stressed the relationship of the sisalana problem to abaca and 
stated that unless conditions have radically changed, we will still need 60 
million pounds of abaca from Central America. Mr. Niewenhous pointed out 
that measures can be taken upon the outbreak of hostilities, to materially step 
up this production, and that the stockpile objective allows for sufficient Central 
American production to provide for some deficits. Mr. Schoffstall said that 
some uses in which abaca was thought essential in World War II, for example, 
fishing, can be satisfied, it is believed, by sisalana. Mr. Morris said that recent 
experience confirms this in the case of the fishing industry, in which some sisalana 
is now being used. 

Mr. Goble and Mr. Morris said that representatives of the Navy Department 
have called upon their companies recently asking about the possibilities of filling 
wartime requirements in products of abaca that appear to be out of line with 
the figures worked up by Mr. Schoffstall’s task force. 

Mr. Morris said that it is hoped industry capacity surveys, as taken by the 
services, can be reduced or eliminated. He said that it seems logical to have 
all mobilization planning centered through a central agency. He pointed out 
that capacity in the cordage industry involves plant capacity, fiber supply, and 
manpower, and that all three must be considered to get accurate conclusions. 
The other members concurred in this view. 


Pe oes: seen 


pea aay 


OBSTACLES TO ROTATION OF SISALANA 





Mr. Niewenhous asked the task group members to consider obstacles to rotation 
of sisalana and the similarities and differences between the problems it presents 
and those of abaca. 

Mr. Kidd pointed out that GSA does not now have a contract for sisalana 
rotation similar to the one for abaca, but expressed the belief that such a 
contract could be readily developed. He saw this as the only major difficulty. 
He said that only three offers to rotate were received from manufacturers as a 
result of GSA’s recent request on abaca. Of these, two were conditional on 
the payment of a differential, and the third was for only a token quantity. 

Mr. Schoffstall raised the question of the composition of the stockpile by 
grades as compared with industry consumption. 

Members agreed that in order to obtain full rotation on sisalana, the problem 
of grades would have to be considered, but urged that rotation be begun imme- 
diately on a grade-for-grade basis. They stated that the experience thus 
acquired by the Government will serve to show the extent of the problem that 
must be faced, in addition to getting some sisalana into rotation at once. They 
were of the opinion that the solution of other aspects of the problem can safely 
be delayed at this time. 

Mr. Morris said that there are three outlets for stockpile sisalana that must 
eventually be considered: (1) the manufacturers who make use of stockpile 
grades, (2) those who make use of lower grades and can take downgraded 
sisalana when the Government finds it necessary to offer it, and (3) disposal 
of nonratable stocks. At present, it is necessary to consider only the first 
outlet. 


PAYMENT OF AN EQUALIZATION FEE 


Members agreed that an equalization fee would have to be paid manufacturers 
for rotation on a grade-for-grade basis. Otherwise, it was felt that the industry 
would be called upon to take a loss, and that only a token rotation would 
result. 
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Diseussion concerning the amount of the fee resutled in agreement among 
the members on three-eighths cent per pound for all sisalana rotated. Mem- 
bers wished it understood that this figure represented their best guess as to the 
amount that would be high enough to induce general participation and low 
enough not to demoralize the market. Members stated they preferred the 
three-eighths-cent fixed figure to a percentage based on price because of the 
greater simplicity. 

TIMING OF GSA OFFERS 

Members asked that GSA make offers to rotate more frequently than every 3 
months. They felt that offers should be made each month. It was agreed that 
the present system of GSA offers is preferable to an alternative proposal that 
industry should make offers to GSA. 


POSSIBLE DUMPING OF ABACA 


Members repeated and stressed the request of previous meetings of task groups 
that Central American abaca, now held by GSA, should not be dumped on the 
market at any time, but should be disposed of in orderly fashion. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINUTES—MEETING oF BRASS AND BRONZE INGOT MAKERS TASK GROUP ON 
INDUSTRY DEFENSE, JuLy 1, 1954 


William A. Meissner, Jr., Copper Division, Government presiding officer 
TASK GROUP MEMRERS PRESENT AT MEETING 


Otto Barth, president, Barth Smelting Corp., Newark, N. J. 
Robert Grodin, vice president, River Smelting & Refining Co., Cleveland Ohio. 
Norman Lavin, vice president, R. Lavin & Sons, Inc., North Chicago, Ill. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION REPRESENTATIVES PRESENT 


William E. Haines, Assistant Deputy Administrator. 
D. A. Hendrick, Adviser on Mobilization and Postattack. 
J. B. Forman, Copper Division. 


PURPOSE OF MEETING 


The first meeting of the brass and bronze ingot makers task group on industrial 
defense was held on July 1, 1954 to discuss the approach in determining what 
Steps the brass and bronze ingot industry should take in connection with indus- 
trial defense. 

OPENING REMARKS 


There are two approaches to the formulation of plans for industrial defense, 
Mr. Meissner said. The first is by the preparation of detailed individual plans 
by each company, such as those of the Koppers Co., and the American Machine 
& Foundry Co. (copies of which were distributed to the task group) ; the second 
is by the preparation of recommendations for the industry as a whole by an in- 
dustry task group. He said that, in view of the similarity of operations and 
problems in the brass and bronze ingot industry, the second approach appeared 
to be the most desirable in this instance. 

While BDSA would be glad to give the task group all possible assistance, he 
continued, it would be the responsibility of the latter to recommend the de“ense 
measures to be taken. This could cover the individual ingot makers, the industry 
as a whole, as well as steps to be taken by the Government, as they saw fit. 


THE INDUSTRIAL DEFENSE PROGRAM 


Mr. Haines explained that the industrial-defense program involves a good 
any things including physical protection of plants and machinery, continuity 
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of management, continuity of production, safety of employees, preservation of iin- 
portant records, etc. Many things, he continued, are being done by other agen- 
cies along this line. The Industry Evaluation Board facility evaluation studies 
are very important to the problem. A good deal is being done by the Atonic 
Energy Commission and the Department of Defense who are insisting that the 
plants with which they deal directly do a great many things. 

Industrial dispersion from critical target areas is a good thing to the extent 
to which it can be done, Mr. Haines pointed out. A lot can be done toward en- 
couraging dispersal of new plants through tax amortization restrictions on new 
construction in target areas. 

There are two general areas of responsibility for plans for continuity of pro- 
duction, he explained. One is across-the-board industry problems which are 
beyond the scope of any individual company to deal with. Industry advisory 
committees meet every week to take up such problems and many appoint task 
forces who can sit down and appraise various problems and can suggest alternate 
courses of action, even if they have no recommendations to make. Industry 
concentration and stockpiling are two of such problems which this industry 
would probably also want to consider. 

In addition to concerted industry action, Mr. Haines explained, we have to 
look to individual companies to do all they can. When we talk about continuity 
of production the first thing we must have is continuity of top management. 
It would certainly be helpful in an emergency to know the line of succession. 
If company boards of directors would take previous action by putting such 
important data in a vault, and if other important business and personnel records, 
formulas, ete., were stored in a safe place, it would make it much easier to 
get going again. 

It would seem, continued Mr. Haines, that the task force might address itself 
to two problems: First, what can be done at the company level, including how to 
interest the companies and assist them in the program; and, second, what can 
be done on the industry level. 

At Mr. Meissner’s request, Mr. Haines gave a brief description of the identifica- 
tion of facilities by the Industry Evaluation Board and pointed out that BDSA 
works first with those industries disclosed by IEB studies to be of first importance. 






























CONCENTRATION WITHIN THE INDUSTRY 







Mr. Meissner disclosed that 55 percent of brass and bronze ingot production 
is located in cities defined as critical target areas by the Federal Civil Defense 
Administration. He added that Chicago was also a center for the electronics 
industry which increased its importance as a target area. 

A task group member said that industry capacity is so tremendous he thought 
normal brass and bronze ingot requirements could be taken care of even if the 
concentration points were destroyed. Mr. Meissner pointed out, in reply, that 
on the basis of recent shipment figures the industry was operating at less than 
50 percent of capacity. This would mean that, if 55 percent of capacity were to 
be eliminated by destruction of the target area cities, the remaining capacity 
would be barely able to handle peacetime needs (no allowance being made for 
additional capacity needed to meet foundry military requirements and replace- 
ment parts for damaged or destroyed plants). One task-group member expressed 
the opinion that at the present time 70 percent of the industry’s capacity was not 
being used, and that consequently the possible destruction of the concentrated 
ingot-making facilities in the Chicago and New York areas would still leave 
adequate plant capacity in existence. 

















OTHER PROBLEMS 





In discussing the principal problems faced by the industry in event of attack, 
it was agreed that the transportation of scrap, which is collected from all over 
the country, would be the greatest difficulty. Power to operate the furnaces 
would be another. 

In discussing inventories of scrap carried in the industry, the task group 
agreed that between 30 and 60 days was probably average. 

Mr. Hendrick suggested that the maintenance of as much inventory as possible 
in company yards might be a solution from a Government viewpoint with consid- 
eration being given to this situation in the preparation of any inventory contro! 
orders prepared by BDSA. Mr. Meissner pointed out that such a plan would 
not be feasible if we were forced back to allocations again. 
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We feel that the different companies within the industry could help one 
another out in time of national emergency, Mr. Meissner said, and we would like 
to see some planning or have some recommendations on this. One of the task 
group members said he thought something could be done in the industry along 
this line. 

A discussion followed concerning the feasibility of stockpiling brass and 
pronze ingot. Mr. Meissner advised that the Copper Division had advocated 
stockpiling beryllium copper master alloy, which was in a form usable by all 
producers of beryllium copper products, but that an entirely different problem 
would be found in stockpiling brass and bronze alloy ingot because of the vast 
number of different alloys required. He also pointed out that the Government 
was stockpiling refined copper which was being stored at various strategic points 
around the country. A member of the task force stated he thought serious 
consideration should be given to the stockpiling of brass and bronze ingot. 

In reply to a question as to the extent the foundries might be able to operate 
on scrap (rather than ingot), Mr. Meissner explained that normally foundry 
products (castings) were produced from 60-percent ingot and only 40-percent 
scrap. For the year 1953, shipments of brass and bronze ingot amounted to 
approximately 600 million pounds. 

A task group member pointed out that in event of attack consumers of ingot 
(the foundries) would be knocked out along with the ingot makers. Mr. For- 
man explained that this would not necessarily hold true as not more than 2 
percent of total foundry capacity was concentrated in any 1 city (as against 
a peak concentration of ingot production of 27 percent). 

In reply to an inquiry, Mr. Meissner explained that the physical protection 
of industrial facilities includes measures against sabotage, subversion, and 
natural disasters, as well as against nuclear attack. 


CONCLUSION ‘ 


A suggestion was made by the task group that upon receipt of a summary of 
the minutes of this meeting the members of the defense council of the ingot brass 
and bronze industry would be contacted for comments and recommendations. 

It was also suggested that copies of the pamphlets American Industry and the 
Industrial Defense Program, and Suggested Postattack Production Measures be 
mailed to all brass and bronze ingot makers. The Copper Division advised such 
action would be taken within the next few days. 

It was decided that the next meeting of this task force would be called by the 
members after they would have an opportunity to discuss and study this matter 
with others in their industry. 


SUMMARY OF MEETING OF TASK GROUP ON CONSERVATION OF NICKEL IN CAST AND 
WroucuTt ALUMINUM ALLOoYs For Art-Ovt MosBiizaTIoNn, SEPTEMBER 14, 1954 


George Perkins, Aluminum and Magnesium Division, BDSA, Government 
presiding officer 


INDUSTRY MEMBERS 


Wm. J. Edmunds, Jr., Kaiser Aluminum & Chemical Corp. 
Everett G. Fahlman, the Permold Co. 

W. E. McCullough, Bohn Aluminum & Brass Corp. 
Howard Rowe, Aluminum Company of America. 

T. D. Stay, Reynolds Metals Co. 


NICKEL ADVISORY PANEL 


H. J. French, the International Nickel Co. 
E. J. Hergenroether, the International Nickel Co. 


GOVERNMENT REPRESENTATIVES 


Business and Defense Services Administration: 

H. K. Herschman, Ferroalloys Branch, Iron and Steel Division. 

A. A. Snow, Assistant Director, Aluminum and Magnesium Division. 
Department of the Army: 

Maj. M. L. Campbell, USA, General Staff, G—4. 
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Mr. E. H. Engelke, Office of the Chief of Ordnance. 
Mr. J. E. Walker, Office of the Chief of Ordnance. 
Mr. Eugene Kline, Office of the Chief of Engineers. 
Mr. David McGuire, Office of the Chief of Engineers. 
Mr. Tarr, Office of the Chief of Engineers. 
Department of the Air Force: Mr. J. C. McGee, Wright Air Development Center, 

Wright-Patterson AFB. 

Dr. George Perkins called the meeting to order and introduced Mr. H. K. 
Herschman, of the Iron and Steel Division. Mr. Herschman told the task group 
that the meeting had been called to permit a study of those recommendations of 
the Minerals and Metals Advisory Board, nickel conservation panel report that 
pertains to nickel-bearing aluminum alloys during full mobilization. He advised 
the committee that the Defense Department listed nickel as a top priority metal 
in any all-out mobilization program and the Office of Defense Mobilization had 
requested BDSA to implement the recommendations in the MMAB report. It was 
the desire of BDSA in formulating the nickel conservation program to have the 
advice and guidance of industry task groups in each area of industry consuming 
nickel. 

V-belt pulleys 

Dr. Perkins read the narrative covering the alloy A-132 and the group 
agreed that it was correct as stated. The group was asked if there were any 
applications where alloy D-132 was not suitable. They advised that alloy D-132 
does not compare favorably with the performance of alloy A—132 when used 
for V-belt pulleys. The nickel representatives advised the task group that 
inasmuch as aluminum had previously replaced cast iron in this application, 
it was likely that in an emergency, the product would revert to cast iron. 

Alloy A-132 is confined to heavy duty type engines and is no longer used 
in tanks as it was during the war. It is also used for diesel pistons to a 
limited extent. 


Pistons 

The task group was asked as to whether anyone in the heavy duty field 
was using an alloy not containing nickel. It was reported that Zollner Machine 
Co., Fort Wayne, Ind., uses an alloy Zor E-132 containing 0.7 percent nominal 
nickel range 0.5 to 1 percent. Zollner Machine Co. is the biggest buyer of heavy 
duty pistons. 

Nickel representatives asked why nickel is necessary in aluminum alloys. 
They were advised that aluminum alloys require nickel in order to maintain 
strength at elevated temperatures. Iron or manganese have a similar effect 
but both lower the ductility and reduce thermal conductivity. Head dissipation 
is therefore slower in aluminum alloys containing iron or manganese. This has 
been proved by test. 

About 1 percent iron can be substituted for 1 percent nickel without reducing 
the ductility; characteristic needles are formed which make the alloy more 
difficult to cast just as when iron is alloyed with aluminum. The aluminum- 
nickel-iron alloy is not as resistant to severe stress as other aluminum-nickel 
alloys. Attempts to prevent formation of the iron needles have never been fully 
carried out. 

It was the opinion of the task group that through a suitable research pro- 
gram, a nickel-free alloy might be developed that would give satisfactory per- 
formance for the application under discussion. 

At present there appears to be no need for nickel in automobile engine pis- 
tons. It is the general opinion of the industry that 0.5 percent nickel (mini- 
mum) is not needed in alloy D-132 for successful operation of an automobile 
engine piston. Ford and Chrysler agree, as does Chevrolet, but General Motors 
specifications require nickel in alloy D-132. The retaining of 0.5’ percent nickel 
(minimum) in the specifications has been viewed as unreasonable by the alumi- 
num industry for several years, but the automotive industry has remained un- 
convinced. Tests are underway on alloy F-132 containing 0.5 percent maxi- 
mum nickel (no minimum) and it is hoped that the automotive people will ac- 
cept these specifications. Most automotive piston specifications still require a 
minimum of 144 percent nickel, but requests for deviation have been accepted. 
When the amount of nickel is this low it combines with the copper and its effect 
on alloy properties is greatly reduced. 

Alloy D-132 was formerly alloy 333, but the designation was changed during 


the war. 
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Compression-ignition engines are operated at higher temperatures than ardi- 
nary internal-combustion engines and therefore require pistons made of an alloy 
containing Niekel such as 142 (1.7—2.3 nickel). 

It was pointed out that during the Korean episode nickel was permitted in 
heavy-duty diesel and locomotive pistons, Aluminum alloys used for heavy- 
duty diesel and locomotive pistons are in the 2-percent nickel class (A-132). 
Heavy-duty truck and tractor pistons used aluminum alloys containing approxi- 
mately 1 percent nickel (E-132). There are also a number of forged heavy-duty 
diesel pistons, using alloy 4032 or some variety of YL. 

The task group was questioned as to whether 1 percent nickel would continue 
to be a requirement in the manufacture of diesel pistons. They advised that this 
matter would rest largely with the diesel-engine manufacturers who would prob- 
ably be reluctant to change material specifications without a new test program. 

The task group recommended that letters be sent to the users of diesel-engine 
pistons requesting them to conduct test programs using alloys of lower nickel 
content. The task group was doubtful about the propriety of making recom- 
mendations that would affect another industry but they were advised that any 
such recommendations would ultimately reach the claimant division, the Auto- 
motive Division in this case. 

One member of the task group advised that his company has been cooperating 
with one customer (Caterpillar) for 2 years in conducting an experimental pro- 
gram to find a more satisfactory piston alloy than ¥. It is the opinion of this 
user that. the best current alloy is net good enough for their engine. During the 
experintental program the customer has been furnished with 4 experimental! 
alloy compositions, 2 using no nickel, 1 using 1 percent, and the fourth using 2 
percent. 

The task group was asked if they knew of any materials worthy of testing. 
Inasmuch as certain heavy-duty engine builders are convinced that nickel is 
definitely needed, it was felt that if the group recommended a specific alloy com. 
position it would cause animosity. A more desirable alternative would be the 
acceleration of current programs aimed at the development of alloys of lower or 
no nickel content. It was recommended that a letter be sent to diesel-engine 
manufacturers, or to industry in general, suggesting that they work out a re- 
search and testing program with their suppliers along these lines. 

The industry member conducting tests for Caterpillar advised that he thought 
that at least one of the alloy compositions not containing nickel submitted to 
Caterpillar has shown sufficient promise, in comparison with the two alloy 
compositions containing nickel, to warrant further testing. 

Mr. McGee advised that some of the results of the Air Force’s test program 
have been turned over to the Office of Technical Services, Department of Com- 
merce. It was agreed by the task group that the situation pertaining to heavy- 
duty diesel pistons would also apply to heavy-duty truck pistons. 


Bearings 


Most aluminum alloy bearings used today are for diesel engines. There are 
also some rolling mill bearings of 40 inch diameter, weighing 1,000 pounds, and 
some truck motor bearings. The 750 type alloys are used for this purpose because 
they provide a refining of the tin constituent of the alloy by controlling particle 
size and distribution. Tin breaks into smaller particles in solution. Reduction 
of the amount of nickel depends largely on the type of casting. Alloy 750 contains 
5 percent tin. A number of tests have been run in attempts to reduce the 
amount of tin. 

It was thought the nickel could also be reduced as a result of an adequate 
test program. 

One of the task group members mentioned bearings made substantially of steel 
with a thin aluminum alloy lining. This type of bearing is quite expensive by 
comparison with the solid aluminum alloy bearing, but it was thought that in a 
critical situation the users would change over entirely to steel-backed aluminum- 
lined bearings rather than abandon aluminum bearings. A complete changeover 
would effect a savings of 80 percent of the nickel now consumed in this category. 
There is no reason—from a performance standpoint—why the steel-backed bear- 
ings could not replace the all-aluminum-alloy bearings. Such changes would 
undoubtedly necessitate changes in design of the bearings as well as in the 
engine design. 

The bearing field is somewhat the same as the heavy-duty piston field. It was 
the opinion of the task group that the consumers would establish the effects of 
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changes in bearing alloy on their operations. This could be accomplished by a 
test program. 

Mr. McGee remarked that some people make large castings out of the bearing- 
alloy material when only a small bearing surface is utilized. There is only one 
known aircraft application that is an example of this practice. 

No test programs on nickel-free aluminum-alloy-bearing materials are presently 
being conducted. In the marine bearing field there is an aluminum alloy contain- 
ing 4.5 percent silicon and 1.25 percent cadmium. In the automotive field Chev- 
rolet has tried one alloy, but rejected it because of performance failure. 

One industry member pointed out that one of the characteristics of the bearing 
picture is the type of shaft used. If nickel were reduced in the bearing alloy, the 
users of semihard shafts might have to go to hard shafts. It was pointed out 
that the rolling-mill bearing is manufactured from a variation of the 750-alloy 
that has only 5-percent nickel. This is the lowest nickel content of the three 
alloys involved. 


Gas stove burners 


One industry member pointed out that there was another alloy (46) which has 
definite acceptance by certain stove companies. This alloy contains a nominal 
2.6 percent nickel. This alloy is desirable because of the effect nickel has on the 
melting point of metal gas stove burners, the higher melting point being desirable. 
Alloy 505 with 5-percent nickel was used prior to the war. The war eliminated 
this alloy and requests for alloy 505 have been very limited since the war. 

Another industry member stated they were still carying alloy XC85 as an 
active alloy on their books. This alloy was replaced during the Korean affair 
by alloy 8S with very unsatisfactory results. 

It was pointed out that these alloys were not used for lightness of weight, 
but because they resisted corrosion and discoloration. A cast iron product they 
replaced must be porcelain enameled when used for stove burners. The nickel 
representatives advised that in another emergency the stove manufacturers 
would no doubt have to go back to cast iron burners. 

One nickel-free alloy has been tried for this application but proved very 
unsatisfactory. 


Aluminum cylinder heads 

Alloy A355 was developed 25 years ago. It has recently been examined to see 
if it would fulfill any of the newer requirements for high temperature service. 
The .7 percent nickel content provides exceptional creep resistance at elevated 
temperatures. Its use has so far been confined to compressor housings, but it 
might have increased uses today. Alloy A355 has replaced the British alloy 
RR58 because of much superior casting characteristics. 

Wrought alloys—Applications requiring nickel 

Certain forged pistons used in heavy-duty trucks use alloys containing nickel 
with the exception of alloy X805 which is also used in steel-backed aluminum- 
lined bearings. The composition is quite similar to alloy 750, a cast alloy. This 
alloy is being used by one diesel engine manufacturer and quite a lot of interest 
has been shown by other engine manufacturers. 

The big alloy in the heavy-duty piston field is 32S. Insofar as the task group 
knows there has been no experimental program underway by users of that alloy. 
As compared to the 132 type alloy, it has 1 percent nickel content. 

The task group advised that some laboratory work has been done in connec- 
tion with 14S alloy for forging applications and that suggestions were made to 
users, but a test program has not developed. 

Mr. McGee advised that alloy MRL is used by 5 or 6 manufacturers and that 
there is a possibility that magnesium or thorium might replace the nickel 
constituent. 


S4AP—Sintered aluminum powder 

Mr. Walker of Army Ordnance inquired about the use of SAP (sintered 
aluminum powder) materials, and was advised that most of the information on 
these materials has been supplied to the Department of Defense. One SAP user 
is a small company on the west coast making valves for the handling of exhaust 
gases. There is considerable experimental work underway. Forgings of cer- 
tain alloys, including compressor wheels have been produced. Pratt-Whitney 
and several others are interested, but are under the impression that improve- 
ments are needed and that the alloy is still in the questionable category. SAP 
materials can be both extruded and forged but would be very expensive for com- 
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mercial use. Some forged parts are being made for an English manufacturer 
(Rolls-Royce). The materials are abrasive in nature; and the task group was 
not sure they would be satisfactory as a piston. Expansion characteristics and 
heat conductivity can be controlled. The expansion characteristics are similar 
to those of pure aluminum. Zurley in Switzerland has shipped extruded SAP 
rods to an English engine manufacturer. 

Mr. Walker further inquired if prospects were encouraging for applications 
of SAP materials, and was advised that they have good properties. There is 
no possibility of any reduced strength due to time or temperature. SAP products 
do not exhibit aging characteristics. If SAP material has 9,000 pounds per 
square inch strength at 1,000°, it will retain that strength indefinitely. Elevated 
temperature fatigue properties are not as high as were hoped for. There is 
some doubt about stress rupture properties at the present time. This may be 
due to the manner of testing and it is being checked. Mr. McGee said that in 
general, SAP products are as good at 600° F. as casting elements in the opinion 
of the Air Force. Airplanes are all built for higher machine numbers now and 
will go higher in the future than the present 102. SAP materials are unique 
in maintaining strength at high temperatures. 

Mr. McGee was asked if there were any extensive programs to develop SAP 
applications and advised that no money had been allotted for this purpose but 
that money had been allocated for research of the material itself. Mr. McGee 
thought there were definite possibilities for the use of SAP if it could compete 
economically, but that there did not appear to be much possibility of this at the 
present time. 


Vilitary 

Dr. Perkins pointed out that the military is a large user of nickel insofar as 
alnminum is concerned and suggested that the committee recommend that some 
of these military applications be checked to conserve nickel. A program might 
be undertaken which would be much more effective in saving nickel than the 
elimination of nickel in the civilian field. It was suggested that the tank 
cylinder head program be looked into very carefully and that the test program 
on alloy 356 started at Michaud be completed. One member of the group pointed 
out that alloy 356 was used in air-cooled cylinder heads in 1941—0.7 percent 
nickel and 0.7 percent magnesium. 

{ir Porce 

Mr. McGee stated that the Air Force is very conscious of conserving nickel in 
aluminum alloys, mainly, because they know it is going to require so very much 
for jet aircraft. The Air Force has a large conservation program and is spend- 
ing considerable money on research to try to conserve nickel in the jet program. 
He pointed out that temperatures range from 1,200° to 1,800° in the jet engines 
and the backbone of the entire program is nickel, cobalt, and columbium. Any 
thought that titanium might do the job has been blown sky high. Titanium is 
not an elevated temperature material. As a result the Air Force is trying to 
conserve nickel in all other ways possible. It is their opinion that any money 
or effort should be spent in reducing the amount of nickel used in jets rather 
than spending it to investigate possible reductions elsewhere. 

Mr. McGee stated further that the Air Force would be glad to receive recom- 
mendations as they have difficulty in keeping up to date. He pointed out that 
since they have been able to separate some rare earths, research has been started 
in that field during the last 6 months. Also, at the end of World War II, Ger- 
many successfully substituted other alloys in cylinder heads. He mentioned 
also the report made at the end of the war by Francis C. Frary, who interviewed 
some metallurgist in Germany concerning aluminum alloy differences. It was 
his recollection that there was a discussion of substitute alloys for cast cylinder 
heads in the Frary report. 

The task group pointed out that designers today must be educated to design 
without the use of nickel and other critical materials. 

Dr. Perkins called for comments from the task group, and they were in agree- 
ment that the best way to approach the problem was to induce the users of alumi- 
num alloys to ask suppliers for help in formulating new alloys using lower 
nickel or none, but providing equal performance. 

One recommendation was to have claimant agencies called in for further 
meetings or perhaps to hold a joint meeting. 

Suggested further action: 
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1. Recommend to users of diesel engine pistons a test program with their 
suppliers. 

2. Check results of Air Force test program through Office of Technical Services, 
Department of Commerce. 

3. Recommend effort toward nickel conservation in military application; e. g., 
tank cylinder head program at Michaud. 

4. Discuss program with concerned claimant agencies. 


MINUTES OF ALUMINUM TASK GROUP MEETING, OcTOBER 21, 1954, New York, 
Diy aes 


INDUSTRY MEMBERS PRESENT 


J. W. Douglas, president, Republic Foil & Metal Mills, Inc., Danbury, Conn. 

E. G. FahiIman, president, The Permold Co., Medina, Ohio. 

D. A. Rhoades, vice president and general manager, Kaiser Aluminum & 
Chemical Corp. Oakland, Calif. 

David Reynolds, vice president, Reynolds Metals Co., Louisville, Ky. 

R. W. Shaw, vice president, A. R. Purdy Co., Inc., Lyndhurst, N. J. 

Leonard Starr, secretary, Michael Flynn Manufacturing Co., Philadelphia, 
Pa. 

D. Wilmot, vice president, Aluminum Company of America, Pittsburgh, Pa. 

Lawrence M. Brile, president, Fairmont Aluminum Co., Fairmont, W. Va. 


GOVERN MENT REPRESENTATIVES PRESENT 


Harry L. Smith, Jr., consultant, BDSA. 

Raymond G. Boyd, consultant, BDSA. 

George Perkins, director, Aluminum and Magnesium Division, chairman. 

I. Dr. Perkins reported on the activities of the Aluminum and Magnesium 
Division with respect to these subjects: 

(a) Expansion goals 

(0) World survey 

(c) Aluminum utilization by the military 

(d) Industry statistics 

II. Magnesium representation in the Division: It was the recommendation of 
the group that the magnesium industry be invited by the Division to appoint 
a man to consultant status who would spend part time within the Division in 
order that closer liaison could be maintained between the Division and the 
magnesium industry. 

III. Commerce Building exhibit: The task group indicated its willingness to 
cooperate with the Department of Commerce in furnishing an exhibit for the 
main lobby of the Commerce Building. It was recommended that this be handled 
through the publicity committee of the Aluminum Association. 

IV. Industry conference: The task group recommended against an industry 
conference at the present time until specific problems should arise for discus- 
sion. It was felt that the new committee appointed at the Aluminum Associa- 
tion meeting on the morning of October 21 to handle relations between the 
association and Government agencies would furnish closer liaison and thus make 
it unnecessary for a conference to be held at the present time. This aluminum 
Association committee, appointed by Mr. Rhoades, president of the association, 
is to contact the Division within the near future. 

V. WOC program: The task group indicated its complete support of the WOC 
program within BDSA. 

VI. Staffing of the Aluminum and Magnesium Division, BDSA: It was the 
unanimous recommendation of the task group that the following rule be ob- 
served in staffing the Director and Deputy Director positions within the Alumi- 
num and Magnesium Division. 

(a) The Director’s position to be staffed by the three integrated pro- 
ducers, Alcoa, Kaiser, and Reynolds, in that order; the succession dates for 
this position to be approximately February 1 and August 1 of each year 
with the name of the next man in line to be supplied to the incumbent 
Director no later than 45 days before the succession date so that proper 
clearance can be established and to facilitate prompt transfer of office. 
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(b) The Deputy Director’s position to be staffed by representatives of 
nonintegrated companies from the aluminum industry; the succession dates 
for this position to be approximately May 1 and November 1 of each year ; 
the selection of the man for this position to be handled by this task group 
and all arrangements to be concluded at least 45 days before the succession 
date. 

VII. BDSA-industry contact; It was recommended by the group that this 
division make all possible effort within various Government agencies to broaden 
the use of aluminum for military and civilian applications, and that the follow- 
ing two applications specifically be investigated : 

(a) Use of aluminum for air conditioning ducts. 

(bo) Aluminum for highway lights. 

It was also recommended that all possible opportunities be utilized for re- 
lease of information on activities of the industry to the public. 


SUMMARY OF MEETING OF IRON AND STEEL Scrape Export Task Group, NOVEMBER 4, 
1954 


TASK GKOUP MEMBERS PRESENT 


Mr. Ralph Ablon, Luria Bros., New York, N. Y. 

Mr. Alex Miller, Columbia Iron & Metal Co., Cleveland, Ohio 

Mr. Arnold Weinstein, Independent Serap Iron Corp., Brooklyn, N. Y. 

Mr. Irving M, Lynn (alternate for Mr. Edlinger), Lynchburg Foundry, Lynch- 
burg, Va. 

Mr. A. J. Hazlett, Jones & Laughlin Steel Corp., Pittsburgh, Pa. 

Mr. R. L. Van Cleve (alternate for Mr. Buchheit), United States Steel, Pitts- 
burgh, Pa. 

Mr. W. J. Betzler, Republic Steel Corp., Cleveland, Ohio. 

Mr. A. R, Thurn, Bethlehem Steel Co., Bethlehem, Pa. 

Mr. Frank H. Hanfelder, American Steel Foundries, 410 North Michigan 
Avenue, Chicago, Ill. 


OTHER INDUSTRY REPRESENTATIVES 


Mr. Paul Learner, Learner Co., Oakland, Calif. 


GOVERNMENT REPRESENTATIVES PRESENT 


Mr. C. F. Honeywell, BDSA Mr. P. E. Floyd, BDSA 

Mr. Wm. A. White, Sr., BDSA Mr. William Kerber, BDSA 
Mr. H. J. Mullin, BDSA Mr. Peter M. Rouzitsky, BDSA 
Mr. Marvin S. Plant, BDSA Mr. J. A. Claussen, BDSA 

Mr. Charles Halcomb, BDSA Mr. Marshall Smith, BFC 

Mr. J. J. W. Palmer, BDSA Mr. John H. Kilby, BFC 

Mr. P. B. Vandenburg, BDSA Mr. Wilbur Williams, BFC 
Mr. Charles Hersum, BDSA Mr. R. J. Wysor, ODM 

Mr. Richard Blaisdell, BDSA Mr. B. K. Slaughter, ODM 

Mr. George Elliman, BDSA 


PURPOSE OF MEETING 


The Iron and Steel Scrap Export Task Group held its fourth meeting on 
November 4, 1954, to discuss further the suggestions and recommendations made 
at its previous meeting on October 21, 1954. 

Mr. Howard J. Mullin (Director, Iron and Steel Division, BDSA) presided, 
— by Mr. Marvin §S. Plant (consultant on scrap, Iron and Steel Division, 

SA). 


PRELIMINARY REMARKS 


In his opening remarks, Mr. Mullin commented that the iron and steel scrap 
export problem was one of national economie and security interest. The objec- 
tive of the discussion, he said, was to arrive at an acceptable formula for 
export limitation aimed at preventing insofar as possible severe iron and steel 
scrap shortages in the event of M-day. Department of Commerce iron and steel 
scrap export statistics show that 663,000 tons have been exported through 
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August 1954, licenses for the additional shipment of 350,000 tons were issued 
in October 1954, and there are no evidences of a reversal in the trends which 
were of some concern at the previous meeting of the task group. 

Mr. Mullin reviewed current conditions affecting the iron and steel scrap 
export market. The steel industry, now operating at 75-plus percent of capacity 
(112-plus percent of the AISI index), is apparently returning to its historica] 
consumption of 48 percent scrap to 52 percent pigiron. Scrap is being consumed 
in the traditional ratio of 47 percent purchased scrap to 53 percent home 
scrap. 


TASK GROUP RECOMMENDATIONS 


In summary, Mr. Mullin stated that the almost unanimous consensus of the 
task group was to recommend a continuing regulatory program for the export 
of iron and steel scrap. He noted a divergence of opinion as to the starting 
base for an allowable export quota, and certain administrative and procedural 
details such as, duration of licenses, operation of quotas, and establishment of 
individual country quotas. Both majority and minority views will be presented 
to Secretary Weeks, he assured the group. 

With one exception, the task group members recommended that there should 
be a limitation on iron and steel scrap export beginning with the first quarter 
of 1955, based on 90 million tons of inget production, the export figure to be 
determined by the Department of Commerce, with 7 members recommending 
1 million tons and 2 members 2 million tons. 

The formula devised was as follows: at 100 million tons of ingot production, 
the base scrap minus 50 percent; at 110 million tons, the base figure minus 75 
percent; and at 120 million tons, the base figure minus 100 percent; at 80 
million tons, the base figure plus 10 percent; at 70 million tons, the base figure 
plus 25 percent; at 60 million tons, the base figure plus 50 percent; at 50 million 
tons, the base figure plus 100 percent. 

Adjustments.—To be made in the base figure in accordance with the above 
formula for each 1-million-ton change in ingot production; offshore material 
and shipments to Canada and Mexico not to be included in the base figure. 

Quotas.—Quotas to various countries based on actual 1954 shipments applied 
as a percentage of the base figure or in any other way that may be determined 
by the Department of Commerce. Quotas to be based on equal quantities of No. 
1 steel grades, No. 2 steel grades and No. 2 bundles except that shipments of 
No. 2 bundles may be made against the allowable quota of No. 2 steel or No. 1 
steel grades. 

It was also recommended that a separate quota for cast iron be determined 
by the percentage of cast-iron shipments during 1954 in relation to steel ship- 
ments and applied to the base tonnage, and that special attention be given to 
hardship cases in districts where production falls far below this level. 

Quarterly review.—Plan to be reviewed each quarter for subsequent quarter 
shipments with the operating rate for the first month of each quarter to deter- 
mine the base figure for the succeeding quarter. 

Licenses.—To be issued for a 6-month duration . 

Other recommendations.—Another recommendation was made that iron and 
steel scrap move freely when the steel industry operating rate varies between 
70 and 90 percent: that exportation be severely curtailed above 90 percent, 
and that scrap be stockpiled when the steel industry operating rate falls below 
70 percent. Furthermore, a scrap dealer suggested that a Government study 
might be made to determine whether or not a real scrap shortage can be 
anticipated. 

DISCUSSION OF THE PROPOSED PLAN 


Steel producers reemphasized the necessity for restrictions on the exportation 
of iron and steel scrap in view of prospects of future scrap shortages. The 
proposed plan, one producer said, is intended to prevent recurrences of past 
experiences. Other steel industry members stated that the impact of exports 
is reaching the steel industry even now in its procurement. Several members 
advocated a 1-million-ton maximum export base, pointing out that the flexibility 
of the formula permits adjustment. 

Regional problems.—Citing the export of cast-iron scrap at an annual rate of 
approximately 85,000 tons and continuing shortage of cast scrap, particularly in 
the southeastern part of the United States, a cast-iron user said he would prefer 
to see a complete embargo on cast-iron scrap. However, after hearing that 
most of the cast-iron exports to which he referred (57,378 tons through August) 
were offshore shipments which could be deducted from total 1954 shipments in 
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determining the cast iron export scrap quota, he was willing to subscribe to the 
recommended plan. 

Mr. Plant assured the group of the Department’s cognizance of regional 
hardship cases and of its intention to review scrap surpluses in such manner 
that no hardships might occur, should the plan be adopted. 

Licenses.—Mr. Plant asked how administration of the formula drafted by 
task group would affect Bureau of Foreign Commerce functions. Mr. John 
Kilby (BFC) described the two phases that would have to be considered 
the establishment of a quota and a determination on the validity of outstanding 
export licenses. A primary problem would be determining the grounds on 
which requests for extension of existing licenses might be denied, he said. Mr. 
Wilbur Williams (BFC) added that, generally, export licenses are valid for 6 
months, after which time they can be extended up to an additional 3 months 
upon a substantiated request. Such extension is not rechargeable to a quota, 
as was the case under the controlled-materials plan, since no quota on scrap 
exports exists under present operations. In applying an export quota, he 
pointed out, outstanding licenses and those returned for cancellation are factors 
to be considered. For example, the attrition in 1954 fourth-quarter licenses 
issued to Japan is expected to be high. On the other hand, shipments to Britain 
are expected to be deferred by several months because their recent dock strike 
prevents handling shipments formerly anticipated in November and December. 
However, tonnage outstanding for shipment against licenses already issued 
can be estimated to a fairly accurate degree, he said. 

A scrap broker was opposed to the possibility that licensing might become 
a governing factor in administering an iron and steel scrap export quota. He 
emphasized the time lag between an export license application and shipment, 
pointing out that the loading of a ship may actually require several months. 
It would be unfair and cause very real hardships, for instance, to suddenly 
stop issuing licenses or to apply a shipment, the actual loading of which com- 
menced in December, against the 1955 first-quarter quota. This problem could 
be overcome, Mr. Kilby remarked, by making quarterly decisions on both licensing 
and licensees. 

It was suggested that until the procedure to be followed is determined, the 
Department of Commerce can exercise good judgment in issuing new export 
licenses and holding them to a minimum. A scrap dealer opposed this sugges- 
tion because it would jeopardize extended negotiations which are dependent 
on the issuance of a license. Other suggestions were made to permit unre- 
stricted licenses and shipments for the remainder of the year, and to issue 
new licenses for automatic expiration on January 31, 1955, thus providing for 
an Overlap. It was estimated that approximately 300 or 400 licenses are now 
outstanding. 

Assuming establishment of a 1955 quota, some consideration should be given 
to the validity of licenses issued in 1954, their effective duration, and pending 
applications, a task group member observed. 

Mr. Mullin assured the group of an orderly transition, should a definitive 
plan be adopted, and a task group member commented that problems of license 
carryover, outstanding licenses, and cutoff dates on the issuance of new licenses 
could be resolved by the Department of Commerce, with whatever adjustments 
might he necessary, based on the program outlined. 

Quotas.—Mr. R. J. Wysor (ODM) asked what the basis for allocating export 
iron and steel scrap to various purchasing countries would be if a total tonnage 
restriction is applied. 

Mr. Plant explained that details of the plan have not as yet been worked out. 
but that allocation on the basis of a certain percentage of 1954 purchases had 
been discussed. This method was ruled out because it was pointed out by the 
industry that there might be requirements in 1955 by prospective purchasers 
who had been unable to make necessary credit arrangements in 1954. The 
outcome of the discussion had been to advocate a plan based on annua! tonnage 
production on the theory that the imposition of export restrictions on a total 
tonnage basis would eventually lead to determinations on specific grades and 
exports to individual countries. 

The decision on whether the plan would go into effect, as well as the export 
quota basis and method of operation, would be made by Secretary Weeks after 
consultation with the State Department, ODM, FOA, and other interested Gov- 
ernment agencies, Mr. Plant stated. He informed the task group members that 
they will he notified of the outcome of the meeting. 


DATE OF NEXT MEETING 


No date was set for the next meeting of the task group. 
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SUMMARY OF MEETING OF THE MOBILIZATION CoNnTROLS TASK Group, IRON AND 
STEEL, NOVEMBER 30, 1954 


TASK GROUP MEMBERS PRESENT 


Mr. W. J. Stephens, Bethlehem Steel. 
Mr. R. F. Sentner, United States Steel. 
Mr. C. L. Holmberg. 

Mr. Ross W. Wilkins, Jr. 


OTHER INDUSTRY REPRESENTATIVES PRESENT 


Mr. Norman W. Foy, Republic Steel Corp. 
GOVERNMENT REPRESENTATIVES PRESENT 


H. J. Mullin, Director, Iron and Steel Division, Government presiding officer. 

Charles Haleomb, Deputy Director. 

George C. Lovell, Iron and Steel Division. 

A. 8. Cream, Iron and Steel Division. 

W. ©. Truppner, BDSA. 

(Messrs. C. F. Honeywell and Mr. H. B. McCoy met with the group during a 
part of the meeting. } 

The first discussion of the meeting was on DMS operations. In this connection, 
each member of the committee was furnished with a composite summary of the 
production directives versus shipments for the first, second, third, and fourth 
quarters of 1953, and for the first, second, and third quarters of 1954. Also pre- 
sented was a tabulation comparing the quarterly set-asides, quarterly shipments 
against such set-asides, compared with total industry net shipments as obtained 
from the American Iron and Steel Institute report A-10. The question was asked 
as to whether the task group felt the Iron and Steel Division should make a 
downward revision in production directives and the consensus of opinion was 
that no hardships were being experienced by industry under the present pro- 
duction directives. 

Mr. William Truppner, adviser on materials, allocation, and production con- 
trols, BDSA, talked to the committee about the legal structure of proposed stand- 
by orders which would become effective immediately upon the declaration of an 
emergency by the President. 

Mr. Honeywell spoke to the group about his conception of the urgency of con- 
tinuing the WOC program. 

Following Mr. Honeywell's talk, Mr. Mullin talked about the need for WOC 
replacements in several key positions in the division. The committee members 
were asked for suggestions in this connection. 

Mr. Mullin gave a brief outline of the relocation exercises held on November 
20. He stressed the importance of obtaining a list of names of steel industry rep- 
resentatives to man the proposed WOC positions on the suggested Iron and Steel 
Division chart for full mobilization. The task group agreed that this matter 
would be taken care of and that a report would be made at the next meeting of 
the Steel Products Industry Advisory Committee that such lists were complete. 
together with designation as to where they would be available. 

Mr. Mullin gave the group a review of the iron and steel scrap export situa- 
tion. The task group members agreed that a careful watch, on the issuance of 
export licenses, should be maintained, as well as on actual shipments en a bi- 
monthly basis. 


DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington, D. C. 


MINuTES—TIGHT COOPERAGE TASK GRouP, JANUARY 10, 1955 


The tight cooperage task group met at 10 a. m. January 10, 1955, in room 
4051, Commerce Building, with Mr. Charles A. Lewis, Director of the Containers 
and Packaging Division, BDSA, presiding. Task group members attending were: 

Mr. E. R. Deutsche, Louisville Cooperage Co., Louisville, Ky. 
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Mr. John B. Eppler, John Eppler Co., Baltimore, Md. 

Mr. James W. Donaldson, J. W. Donaldson Co., St. Louis, Mo. 

Mr. George T. Dyer, Jr., Pioneer Cooperage Company of Illinois, Chicago, Ill. 

The task group submitted a brief outlining their views on the Federal excise 
tax on whisky and its effect on the tight cooperage industry. The members of 
the task group coneurred with the recommendation made in the tight cooperage 
industry brief that the excise tax on whisky be reduced from the present tax of 
$10.50 per gallon to $6 a gallon. They also recommended that a copy of their 
brief on the Federal excise tax on whisky be brought to the attention of Mr. 
James C. Dockeray, BDSA tax specialist. Task group estimated that produc- 
tion of bootleg whisky amounted to 68 million gallons during 1953, which is 
estimated to be as much as 25 pereent of total distilled spirits produced in this 
country in 1953. According to data presented by the group, illicit still seizures 
have increased 63 percent during the last 7 years, which the task group said was 
caused by the present high taxes on legal distilled spirits. They further stated 
the profits to be made on bootleg whisky had resulted in an increase in Federal 
seizure of illicit stills of 11 percent in the first 10 months of 1954 compared 
with the comparable period of 1953. They further stated that one of the large 
distillers has publicly acknowledged that they were not able to maintain their 
business at a higher level primarily due to the increasing competition of illicit 
whisky. The group estimated that the United States Government lost $632 
million and State Governments lost $254 million on the estimated 68 million 
gallons of illicit whisky produced in 1953. The trend is increasing in 1954 and 
could be out of proportion in matter of a few years unless bootlegging is made 
less profitable through the reduction of Federal and State excise taxes. 

The task group asked the Containers and Packaging Division to effect a 
closer liaison with the Foreign Operations Administration regarding procure- 
ment information and schedules of awards to successful bidders. 

The task group also asked the Division to use any further influence possible 
with the United States Department of Agriculture to include tight barrels along 
with other containers in their invitations to bidders inasmuch as tight barrels 
in current United States Department of Agriculture invitations to bid is only 
covered in the category of “except that other containers equal in protective qual- 
ity (to steel drums) will be considered.” The Division advised the task group 
that United States Department of Agriculture was already supplying advance in- 
formation of procurement invitations and summaries of contracts awarded to suc- 
cessful bidders on such items as lard, edible tallow, meats in brine, butter oil, 
foods in brine, and bulk shortening. The Division reported that it had explored 
fully the possibility of the Cooperage Industries particiption in the 1955 United 
States sponsored World Trade Fairs project. The Division advised the task 
group, that since the central United States sponsored exhibit at the World Trade 
Fairs in 1955 would be a typical American home, furnished throughout, with mod- 
ern American furnishings and appliances, it probably would be of no interest to 
the industry. The task group agreed that participation in the 1955 World Trade 
Fair program appeared to be impractical for the Cooperage Industries 

The task group recommended that the Division initiate a short-term market 
survey through the United States Consular Service. The survey to include all 
NATO countries, Spain, Greece, Turkey, Union of Sonth Africa, Argentina, Uru- 
guay. Brazil, and Venezuela. The survey to include such information as— 

1. Total demand for tight cooperage in the foreign country : 

2. Total imports, and from what countries; 

3. Volume and percentage of production from raw-material sources of the 
country being surveyed ; 

4. The average price of tight barrels (converted into dollars) in the for- 
eign country; and 

5. To what extent does currency or other trade barriers restrict or prevent 
the export of United States produced tight cooperage and stock to the 
country being surveyed. 

The members of the task group recommended that the Division request the 
continuation of the Tight Cooperage Task Group for 60 days beyond March 10, 
1955. The task group members expressed the feeling that it would require that 
much time before they could examine any progress that had been made in solving 


ertain industry problems. The members of the group requested tha e 
n call another meeting of the Tight Cooperage Industry Task Group at : 


ate to consider any developments regarding their problems justifying 


meeting. 
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DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
Washington 25, D. C. 


MINUTES OF CopPpeR WIRE AND CABLE INDUSTRY TASK GROUP ON INDUSTRIAL 
DEFENSE, FEBRUARY 1, 1955 


B. M. Pendleton, Director, Copper Division, Government presiding officer 
TASK GROUP MEMBERS PRESENT AT MEETING 


V. F. di Lustro, general manager of mills, Anaconda Wire & Cable Co., Has- 
tings-on-Hudson, N. Y. 

H. Roy Gordon, Essex Wire Corp., Fort Wayne, Ind. 

A. F. Metz, chairman of the board, Okonite Co., Passaic, N. J. 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION REPRESENTATIVES PRESENT 


William E. Haines, Assistant Deputy Administrator. 

E. M. Pendleton, Director, Copper Division. 

William A. Meissner, Jr., Deputy Director, Copper Division. 
Clarence Blumoehr, WOC consultant to Copper Division 
James B. Forman, Copper Division. 

William H. Franklin, Copper Division. 

M. Alma Buterbaugh, minutes writer. 


PURPOSE OF MEETING 


This was the second meeting of the Copper Wire and Cable Industry Task 
Group on Industrial Defense which was called for the purpose of providing the 
task group with information on mobilization requirements and other phases of 
the industrial defense program. 


OPENING REMARKS 


Mr. Pendleton thanked the members for coming to Washington for further 
discussion of the industrial defense program and stated that he had noted the 
exchange of letters between the members of the task group which indicated an 
active interest in the problem. He discussed the standby facilities of one of 
the larger industrial companies and described what action has been taken for 
the protection of their facilities and records, as well as the provisions made for 
operating personnel in event of attack. 

In further discussing the industrial defense program, Mr. Pendleton said that 
those things easiest of accomplishment should be tackled first, as suggested by 
Mr. Haines at the first meeting. He further stressed the importance of the 
industrial defense program in all industries. 


THE INDUSTRIAL DEFENSE PROGRAM 


Mr. Haines stated that inasmuch as this task group had not met since August, 
which meeting was held jointly with the Brass Mill Industry Task Group on 
Industrial Defense, he thought it would be well to indicate some of the develop- 
ments which have taken place in the interim. 

The principal development, he explained, was the work of the Industry Bvalua- 
tion Board and its rating of key facilities. On the basis of studies made by the 
IEB, he said, certain companies have been selected and invited to send their 
top executive to Washington to consult with BDSA on the importance of protect- 
ing these facilities, and to discuss their plans for continuity of management and 
production in event of an emergency. Also their plans for preservation of 
records, dispersal, security measures, ete. At these meetings, Mr. Haines stated, 
BDSA had learned of many new product developments, as well as some errors 
in its previous findings, and had altered its records accordingly. The IEB 
is continuing facility studies and more companies will be requested to consult 
with BDSA as the work progresses. 
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The task group approach, he continued, should be from both an industrywide 
and an individual company standpoint. The importance of this program must be 
stressed to the individual companies as well as the industry as a whole, because 
it is the duty of each individual company to make provisions for the protection 
of its facilities, materials, records, and personnel, and their continuity in time 
of emergency or attack. 

The first thing to be considered on both an individual company and an industry- 
wide basis, he explained, is continuity of production, which would include quali- 
fied personnel to carry on operations. With an industry as highly concentrated 
as the wire and cable industry, another suggestion was made to consider pro- 
visions for an industry headquarters operated by the industry itself somewhere 
outside of Washington, D. C. Such plans might provide for the interchange of 
machinery, spare parts, general know-how, personnel, etc. 

In discussing the scope and kind of recommendations the task group might 
wish to make, Mr. Haines pointed out that it was not necessary to come up with 
a printed plan such as that of the task group of the BDSA Steel Product Industry 
Advisory Committee. He suggested that the task group might wish to cover 
any special considerations applying to their particular industry and then simply 
endorse other measures suggested by BDSA that were applicable. 


MOBILIZATION REQUIREMENTS 


Figures on mobilization requirements for copper wire and cable, including 
estimated capacity of wire-rod production, were discussed by Mr. Forman, who 
stressed the fact that this information is classified “Secret’’ and should not be 
divulged. 

Mr. Forman stated that to date no IEB studies have been completed on the 
copper wire and cable industry other than that on wire rod. 


GENERAL DISCUSSION 


One of the task group members inquired as to the extent of the authority of 
the various Government agencies over industry in an emergency. Mr. Haines 
indicated that by broad interpretation the Civil Defense Agency would probably 
take precedence, locally at least. He said that there is no publication which 
would show clearly the dividing line between the authority of the various 
agencies, so far as he knew. 

The recent shortage of wire bars in the wire and cable industry brought up 
the question of stockpiling copper wire bars or wire rod. The task group was 
informed that stockpiling is under the jurisdiction of the Office of Defense Mobili- 
zation but that it could be made a part of their recommendations. Mr. Meissner 
said that BDSA plans to review the entire copper stockpiling operation with 
ODM in the near future. 

Mr. Blumoehr discussed some of the difficulties in stockpiling wire and wire 
rod. He also stated that the only finished wire product which had general or 
universal usage for lighting and power was the RR cable. 

The suggestion was made by Mr. Blumoehr that in the interest of continuity 
of production, BDSA conduct a review of the industry’s raw material require- 
ments to determine which components might become in critical supply. The 
industry’s dependence on such items should be made known to the agencies 
having cognizance to insure supplies necessary to uninterrupted production. 


RECOM MENDATIONS 


The task group requested Mr. Meissner to send a letter to the industry 
enclosing a copy of the Industrial Defense Planning Manual, prepared by the 
task group of the BDSA Steel Products Industry Advisory Committee, the cost of 
the booklet to be underwritten by industry. It was suggested that the industry 
he invited in the covering letter to send comments or recommendations within 
the next 30 days. The group deferred setting a date for the next meeting until 
after the letter and manual have been circulated and replies received, which 
will probably not be earlier than the latter part of March or the first part of 
\pril. It was pointed out that informal task group meetings could be held by 
the members themselves at any location they choose and without the necessity 
of Government participation. 
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FEBRUARY 38, 1955 
DEPARTMENT OF COMMERCE 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


SUMMARY OF MEETING OF THE MOBILIZATION CONTROLS TasSK GROUP 


H. J. Mullin, Government presiding officer, Director, Iron and Steel Division 


TASK GROUP MEMBERS PRESENT 


R. F. Sentner, United States Steel Corp. 
W. J. Stephens, Bethlehem Steel Co. 


OTHER INDUSTRY REPRESENTATIVES 
N. W. Foy, Republic Steel Corp. 
GOVERNMENT REPRESENTATIVES 


H. B. McCoy, Deputy Administrator, BDSA. 

Arthur Winston, Assistant Administrator, BDSA (Dow Chemical). 

H. J. Mullin, Director, Iron and Steel Division (United States Steel). 
Charles Haleomb, Deputy Director, Iron and Steel Division. 


Mr. Mullin opened the meeting with a brief summary of developments since 
the last meting of this group, and touched on possible reinstitution of some con- 
trols. He pointed out that he had been asked by Secretary Weeks to advise him 
promptly of any sudden stepup in demand for steel products. The members 
promised they would notify Mr. Mullin immediately of any signs of what might 
be termed “scare buying.” 

The following subjects were then discussed : 

Pre- and postattack problems.—Mr. Mullin stated that BDSA was conduct- 
ing a series of individual conferences with top management of various major 
industries to discuss the problems of industrial defense. The task group 
members expressed the feeling that this BDSA approach could properly be 
applied to the steel industry because the Industrial Defense Planning Manual— 
iron and steel was approved by the Steel Products Industry Advisory Committee, 
on the basis that it should be distributed to all members of the steel industry 
for such action as each company cared to take. 

Mobilization planning.—The task group then considered two proposed direc- 
tions to BDSA Order M-—1A, to be prepared as a standby control measure and 
to be released only in event of a national emergency. The first direction con- 
sidered covered acceptance of orders by producers of controlled steel-mill 
products. The second had to do with acceptance of orders by steel distributors. 

Export of scrap.—Two suggestions were considered in this connection: 1. 
That an impartial special task group be named by the Iron and Steel Division 
to conduct a survey to develop a domestic metallics balance study in the United 
States. 2. That such a study be undertaken by the Scrap Conservation Com- 
mittee or the AISI Scrap Committee. The latter suggestion was to be dis- 
cussed with Mr. Robert Wolcott, chairman of both committees. 

T. A. problems.—A BDSA representative expressed the opinion that tax amor- 
tization goals should be kept open to the extent necessary to take care of 
industry plans for year by year healthy company growth, rather than to deny 
applications because goals are presently filled, and to later have a sudden need 
for expansion which could have been accomplished in orderly fashion during 
preceding months and years. The task group members approved this idea and 
recommended that the Iron and Steel Division develop the need for opening 
goals to take care of plans the steel industry may have in the making for the 
next year or two, and thus provide a basis for recommendations of rapid tax 
amortization under present ODM regulations. 

Personnel and organization of division—Certain suggestions were made 
regarding organization changes and WOC personnel in the Division. The group 
suggested that this question be discussed later after the Congress takes action 
regarding the Defense Production Act, under which we are able to obtain WOC 
personnel. 

The meeting adjourned at 1 p. m. 





WOC’S AND GOVERNMENT ADVISORY GROUPS 2145 


UNITED SvaTES DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
General Components Division 


YEAR Task Group, Macuine Toor. GEArs—MINuTES oF Mretinc Hep 
FEBRUARY 17, 1955 


Government presiding officer, Lon Sloan, GCOM, BDSA 
INDUSTRY REPRESENTATIVES PRESENT 


Barber-Colman Co., 13800 Rock Street, Rockford, Ill., J. P. Breuer, hob con- 
struction engineer. 

Fellows Gear Shaper Co., 78 River Street, Springfield, Vt., Roger M. Knox, 
assistant to president. 

Gleason Works, 1000 University Avenue, Rochester 3, N. Y., Ray W. Doell, 
assistant sales manager. 

Michigan Tool Co., 7171 E. MeNichols Road, Detroit 12, Mich., G. A. Shimmin, 
assistant sales manager. 

Mr. John C. Sears, executive secretary, AGMA, Washington, D. C. 


GOVERNMENT REPRESENTATIVES PRESENT 


BDSA, General Components Division: C. R. Burrell, Director; D. A. Hendrick, 
Acting Deputy Director; Lon Sloan, Chief, Power Transmission Equipment 
Branch. 

BDSA, Metalworking Equipment Division: R. R. Baldenhofer, Director; N. A. 
Olsen, Deputy Director ; Harry Hawkins, industrial specialist. 

DOD, James E. Porter (OSOD-coordinator) ; Martin Reisz, Army Ordnance. 


MEMBERS ABSENT 


Michigan Tool Co., F. E. Birtch, manager cone drive gear division, (he dele- 
gated Mr. Shimmin to attend this meeting). 


INTRODUCTION 


Mr. Burrell, General Components Division, BDSA, opened the meeting. He 
explained briefly the purpose of the machine tool group and its place in the 
six subcommittees as originally set up under the sponsorship of ODM with rep- 
resentatives from DOD, AEC, and Department of Commerce. He said that 
considerable work had been done, starting 2 years ago, to establish suitable 
groups and categories, and to orient these into an overall plan to measure facili- 
ties in the industry in terms of full scale war demand. 

He mentioned that one of the first considerations had been to establish factors 
of measurement of gear production; in this, excellent cooperation had been re- 
ceived from a standards committee in the AGMA. 


OBJECTIVES 


Mr. Sears of AGMA explained that this committee had selected machine hours 
as most applicable of the several factors studied. He explained that this 
method of measurement is expected to simplify the work of the groups as each 
producer can come up with totals based on his current practice, whether it be 
single gears, subassemblies, or complete gear “packages.” 


METHODS 


A period of interesting discussion followed on the scope and classification of 
the equipment coming under the term “machine tools”; at this point the follow- 
ing definition of the terms was suggested: “A machine tool is any unit of power 
driven equipment which is used to change the shape of metal by cutting, grinding, 
or forming.” This definition would apply to rolling mills, presses, and other 
items which will be included in Metal Working Equipment Division study, which 
incorporate gears to some extent, and it was thought that this category could 
be studied in its overall scope by the subject group, thus removing excess load 
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from the mine, mill, and commercial group, which at this point appears to be too 
broad in its coverage. 

Mr. Olsen, Metal Working Equipment Division, stated that the Division was 
interested in gear applications in the press and rolling mill industry segments 
and that Mr. Hawkins of that Division had participated in the preliminary gear 
facilities studies starting 2 years ago. Mr. Sloan, General Components Division, 
suggested in view of this that possibly the Metal Working Equipment Division 
could undertake a survey of all the machine tools coming under their jurisdiction 
and which require gears or gear assemblies in their design. Mr. Olsen agreed 
this could be done as they were presently making a study into which a gear study 
could be incorporated; they would have to have information in support of this 
study from both industry and Department of Defense. 


GENERAL 


Mr. Burrell stated that the common approach to this problem now favored by 
all of the six gear groups was to explore at the start, only those areas in which 
shortages were known to have existed during World War II and/or Korea. 
‘Then, from this start, criteria for a future study will follow. 

Mr. Hendrick stated that, in his opinion, the machine tool industry was a 
compact group and that its place in the mobilization picture was of vital im- 
portance, and, he added, the Metal Working Equipment Division should be able 
to make a valuable contribution to the work of this group. 

Mr. Burrell commented on the need for clear and definite outlines of study 
and suggested that the term “original equipment” be considered to cover special 
machine tools meaning any piece of production equipment made for a certain 
end item; for example, as a special boring, drilling, or milling unit which might 
be a part of an automation group. 

Mr. Olsen cautioned that areas of definition must be clearly marked otherwise 
duplication will result. 

Mr. Sears suggested that the industry representation at this first meeting 
might not be broad enough to properly cover all the areas which will be assigned 
for study. 

Mr. Burrell touched at this point on the gear cutting survey made by General 
Components Division in 1952-53 in which 2700 questionnaires were mailed and 
1200 gear shops reported. The information from these reports is tabulated on 
McBee “Keysort” cards but needs, of course, to be brought up to date to be of 
any practical use for the gear studies. 


CONCLUSION 


It was thought that this committee is a suitable nucleus and as it proceeds 
with the program it will draw on the various industry segments for consultants. 
It is suggested that at least 2 members be added to the permanent task group, 
1 from the rolling mill segment and 1 from a representative press company. 

The meeting adjourned at 12 noon. 
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FPRIDAY, DECEMBER 9, 1955 


Hovse oF REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THB 
CoMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
346, Old House Office Building, Hon. Emanuel Celler (chairman) 
presiding. 

Present: Representatives Celler, Rodino, Rogers, and Keating. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Hark- 
ins, cocounsel; and Thomas H. McGrail, assistant counsel of the 
subcommittee. 

The CuarrMan. The committee will come to order. The first wit- 
ness this morning is Judge Barnes, Assistant Attorney General in 
charge of the Antitrust Division. I note that you have a statement 
a. pai delivered to us this morning. We had hoped that we could 
have gotten it sooner so we could have perused it this morning but I 
suppose you are pressed and did not have the time. 

Mr. Barnes. I am sorry to say that two corrections were made this 
morning by my staff. We do work under the impediment that all of 
us have not had enough time. 


TESTIMONY OF STANLEY N. BARNES, ASSISTANT ATTORNEY GEN- 
ERAL IN CHARGE OF THE ANTITRUST DIVISION; ACCOMPANIED 
BY ROBERT A. BICKS, HIS LEGAL ASSISTANT 


Mr. Barnes. I appear again today at the request of your chairman. 
As you suggested, my plan is to discuss fully the recent Executive 
order controlling the employment under the Defense Production Act 
of WOC’s and “experts and consultants.” Beyond that I shall talk 
over with you, necessarily in less detail, this Department’s view of 
the exemption under DPA section 708 accorded the Voluntary Agree- 
ment for Foreign Petroleum Supply. 

First, the recent Executive ae 

What, generally, does the order do? How does it strengthen the 
congressional scheme for regulating employment under the DPA of 
WOC’s and “experts and consultants”? And, finally, why do criti- 
cisms thus far leveled at the order lack force? 

(a) What, generally, does the order do? 

First, it delegates to department or agency heads (and only to those 
heads) assigned Defense Production Act functions, the power to hire 
WOC’s and “experts and consultants” which the Defense Production 
Act gives the President. 


2147 
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Mr. Materz. Judge Barnes, do you know how many WOC’s are 
presently employed under the authority of the Defense Production 
Act? 

Mr. Barnes. I do, sir. I would prefer to come to that later, al- 
though I can tell you exactly—with some qualifications as to the date, 
because that changes from time to time. As nearly as we can tell, 
there are 386 under the Defense Production Act. 

Mr. KeatineG. In all departments ! 

Mr. Barnes. In all departments. 

Mr. Maerz. How many of those WOC’s are in operating positions ? 

Mr. Barnes. We must assume that when you say in operating posi- 
tions you refer merely to their assignments. 

Mr. Maerz. Yes. 

Mr. Barnes. Thirty-nine. 

Mr. Maerz. I see. When you speak of experts and consultants I 
take it you are referring to people employed on a per diem basis under 
the authority of the Defense Production Act. 

Mr. Barnzs. That is correct. 

Mr. Maxerz. How many of them are there presently employed ? 

Mr. Barnes. One hundred and sixty-four under the Defense Poduc- 
tion Act. 

Mr. Maerz. So the order covers some 550 people ! 

Mr. Barnes. That is correct. That is not strictly accurate because 
there is at least one other act which ties into the Defense Production 
Act’s requirements. So far as we can ascertain there are four addi- 
tional WOC’s under this act and subject to the Defense Production 
Act’s provisions. 

The Cuatrman. What act is that ? 

Mr. Barnes. We will have to get out that statute, Mr. Chairman. 

Title 22, United States Code, section 1790 (b) authorizes “any 
United States Government agency” to employ “persons of outstanding 
experience and ability” without compensation “in accordance with the 
provisions of section ‘2160 (b) of the appendix to title 50, and regula- 
tions issued thereunder.” We understand that the International Co- 
operation Administration construes this provision as requiring WOC’s 
hired by them under its terms to comply with the provisions of the 
new order. 

Mr. Marrrz. Judge Barnes, two more questions at this point if I 
may. 

First, does this order cover consultants like Mr. Wenzell ? 

Mr. Barnes. It does not in my opinion. 

Mr. Marerz. That is because he was not employed under the author- 
ity of the Defense Production Act ? 

Mr. Barnes. That is correct. This applies only to the Defense Pro- 
duction Act. 

Mr. Maerz. Does the order cover full-time salaried Government 
officials like Mr. Talbott and Mr. Stroebel ? 

Mr. Barnes. Very obviously it does not cover full-time Government 
officials; that is, full-time paid Government officials. 

The Cuarrman. Does it cover WOC’s employed other than under the 
authority of the Defense Production Act? 

Mr. Barnes. It does not and that is what I desire to take up and dis- 
cuss with you. 
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Second, the order details for WOC’s and “experts and consultants” 
hired pursuant to this delegation that limited conflict of interest ex- 
emption the DPA specifies. 

Mr. Maerz. On this point, are there any controls embodied by this 
order on paid consultants and experts over and above those imposed by 
the 1955 Defense Production Act with respect to WOC’s? 

Mr. Barnes. Iam going to go into that. 

Mr. Keatrnc. Wouldn't it expedite things if we let Judge Barnes 
finish the statement and then ask the questions? 

Mr. Barnes. [ think this statement would answer a good many of 
your questions and most of those that have thus far been asked. 

The Cuarrman. Go ahead. 

Mr. Barnes. Third, the order spells out certification, statement, and 
survey requirements provided for by the DPA. 

Finally, the order supersedes Executive Order 10182, as amended. 

(6) How does the order strengthen the congressional scheme for 
regulating employment of DPA WOC’s and “experts and consult- 
ants”? 

Before listing specific advances the order makes, I treat briefly one 
general problem the order faced: DPA section 710 (c) does not spe- 
cifically set forth guides limiting employment of experts and consult- 
ants, as does 710 (b), for the employment of WOC’s. 

From this disparate statutory treatment emerged the possibility 
that 710 (b)’s restrictions may be dodged via employment under 
710 (e). 

To avoid thus flaunting apparent congressional design to impose 
restrictions on the use of other than regular Government employees, 
the order acknowledges possibly different problems stemming from 
employment, on the one hand, of WOC’s ok on the other, of experts 
and consultants; but consistent with these differences, the order aims 
at parallel treatment for both. 

Supporting this parallel approach are the administrative anomalies 
that would stem from imposing no restrictions on employment of 
experts and consultants under 710 (¢c)—which is the way Congress left 
it—while imposing limitations on employment of WOC’s under 710 
(b). 

Without parallel treatment, 710 (b)’s restrictions might have been 
rendered pointless. For then WOC’s might be renamed experts and 
consultants, paid a nominal sum, and employed under 710 (c). Thus 
710 (b)’s filing requirements, and other limitations might be avoided 
entirely. 

This possibility might have been real. -For civil-service definitions 
apparently permit appointment of experts to operating positions. 
Moreover, section 710 (b) (3), by negative implication at least, envi- 
sions appointment of WOC’s in advisory or consultative as well as 
operating positions; for only— 
when policy matters are involved— 


is the— 
appointee * * * limited to advising fulltime Government officials. 
Thus, WOC’s may be used to advise and “experts and consultants” 
employed in operating positions. 
he CuarrMan. I don’t quite get that. You say by negative impli- 
cation. 
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Mr. Barnes. You have one section of the act that refers to the posi- 
tion and so far as possible that must be filled—I will refer you to 
subsection 710 (b) (2) (i): 


So far as possible— 
which indicates that there may be exceptions— 


operations under the act should be carried on by full-time salaried employees of 
the Government and appointments under this authority shall be to advisory or 
consultative positions only. 

Then under subsection (2) (ii), the act reads “Appointments to 
positions other than advisory or consultative” which certainly by nega- 
tive implication raises the possibility of appointments to positions 
that are advisory or consultative. 

Now we get over to 710 (b) (3) of the act where it says: 

Appointees under this subsection (b) shall, when policy matters are involved, 
be limited to advising appropriate full-time salaried Government officials who 
are responsible for making policy decisions. 

There is no room there for exceptions. Thus you have an anomalous 
situation where a man may be appointed to a policy decision-making 
position but when he makes that decision, then he must give that 
advice to a full-time salaried Government official. You have a dis- 
parity between the position and the work that the man must perform. 

Mr. Harkins. Judge Barnes, does this permit a WOC to be ap- 
pointed to a policymaking position ? 

Mr. Barnes. No, as a practical matter, it does not, for no matter 
how his position is described, the law and order are clear that he 
cannot make policy decisions. 

Going back to the top of page 3, as I say: 

For only when policy matters are involved is the appointee limited to ad- 
vising full-time Government officials. Thus, WOC’s may be used to advise and 
experts and consultants employed in operating positions. 

Against this background, the avoidance of 710 (b)’s restrictions by ap- 
pointments under 710 (c) might have been serious had the Executive 
order not taken certain steps. 

To meet this problem, and I point out to meet this problem, the 
order (1) in section 102, extends DPA’s sections 710 (b) (2) (i), (ii), 
and (ili)’s limitations on employment of WOC’s to experts and con- 
sultants; (2) in like fashion, section 103 extends DPA 710 (b) (3)’s 
limitations to “experts and consultants”; (3) section 202 of the order 
fails to exempt experts and consultants from 18 United States Code 
434 and 1914—there is a different exemption as between the two—and 
finally, (4) order sections 305 (b) (1) and (3) require that the Civil 
Service Commission survey and make reports on employment of “ex- 
perts and consultants” as well as WOC’s. By these means, the order 
seeks to thwart circumvention of WOC restrictions by distorting the 
“expert and consultant” category. 

Mr. Marerz. An August 9, 1955, amendment to the Defense Produc- 
tion Act requires the Civil Service Commission to make a survey every 
3 months of WOC’s. Do you know whether or not the Civil Service 


Commission made that survey and filed it with the Joint Committee 
of Production on November 9 as required by statute? 

Mr. Barnes. I will answer that by saying that so far as I know no 
such report was made. 
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Mr. Maerz. Do you know why not? 

Mr. Barnes. Lack of time, I believe. But that is something that 
you have to ask the Civil Service Commission. " 

Mr. Materz. Was not the Antitrust Division given the job of co- 
ordinating all the activities of the administration with respect to 
WOC’s? 

Mr. Barnes. No, I don’t think they were. 

Mr. Materz. I take it the Executive order was drafted in the Anti- 
trust Division ? 

Mr. Barnes. That is correct. 

Mr. Maerz. Did you have any liaison at all with the Civil Service 
Commission with respect to this order 

Mr. Barnes. Of course that is the great difficulty that leads to the 
time-consuming element. This is a matter that involves some 17 de- 
partments and agencies of the Government, at least, and you can’t 
propose to draft an order that is going to affect their operations with- 
out consultation—and there was “considerable consultation primarily 
with the agencies which were particularly interested. By that, of 
course, the ones that have the greatest number of WOC’s. And I will 
specify those department by department in just a few moments so 
you can see where this problem centers. Very largely in Defense, in 
Agriculture, although not under the Defense Production Act but 
with regard to W OC's generally, Interior, and in the Civil Service 
Commission. 

The Cuarrman. And also the Department of Commerce. 

Mr. Barnes. Commerce. I did not mean to omit them. 

The CHatrMan. Because I want to ask you some very pertinent 
questions about the Department of Commerce. 

Mr. Keatrne. We had representatives of the Department of Com- 
merce here yesterday and you are here today. Counsel asked Com- 
merce representatives quite a few questions about you and now they 
will ask you questions about them. 

Mr. Barnes. I have heard tell about that procedure. 

Mr. Maerz. Do you know whether to this day the Civil Service 
Commission has filed a survey required by the August 9 amendment 
to the Defense Production Act? 

Mr. Barnes. So far as I know it has not. I would be surprised if 
it has. I do not conceive that it has had time to do so. We will get 
into that later in my statement. 

The Cuatrman. You would not call this Executive order an assault 
on the private enterprise system, would you, as has been indicated by 
a member of the Cabinet whose name I will mention later? 

Mr. Barnes. I would hesitate to disagree with a man of Cabinet 
stature, Mr. Chairman, but I was in favor of the particular Executive 
order and I do not believe that I am in any way antagonistic to the 
private enterprise system in this country. There may be some dif- 
ference of opinion on that, but I certainly do not feel that I am. 

Mr. Keatine. There are those that think that anybody who heads 
up the paatenet Division is opposed to the free enterprise system. 
However, I don’t think that there are many forward-looking people 
who feel that way about it and certainly I am sure that this country 
does not look upon your department in that way. 


Mr. Barnes. Thank you, Mr. Keating. 
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Beyond this general problem. I turn to the specific ways this 
order strengthens the congressional scheme for regulating WOC’s 
and“experts and consultants.” By “strengthen” let me make clear I 
refer only to new limitations which this order imposes—limitations 
beyond those imposed by the unamended statute and Executive Order 
10182, as amended. 

Before we leave this question of the requirements under the act, I 
point out that before the act was ever passed every Government agency 
was theoretically in default in compliance with its terms, because it 
was required to file information as of a retroactive date. This act 
was passed and made retroactive for a period of at least 9 days. There- 
fore, everybody in the Government was, to a certain extent, delin- 
quent—and could not have been anything else—the instant that it was 
passed. 

First, the final sentence of order section 101 (b) imposes the same 
limitation on any agency head’s power to delegate his power to employ 
“experts and consultants” as section 101 (a) does for WOC’s. This 
requirement is not in the amended statute nor was it in former Execu- 
tive Order 10182, as amended. But since appointment of “experts and 
consultants” under the DPA involves conflict of interest exemption, 
we concluded that only each agency head should be reapouaies for 
such employment. 

Second, order section 103 (b) limits “experts and consultants” to 
an advisory capacity where policy decisions are involved. This limi- 
tation was nonexistent for either WOC’s or “experts and consultants” 
before the 1955 amendments. However, DPA section 710 (3) (b), 
added in 1955, limits WOC’s to an advisory capacity on any policy 
matter. The order goes beyond the statute by extending a like limita- 
tion to “experts and consultants.” 

Mr. Materz. In your survey did you find that many of these 164 per 
diem experts and consultants appointed under section 710 (c) of the 
Defense Production Act were uabhie policy decisions ? 

Mr. Barnes. We have no judgment as to that because we have not 
been able to get into what their decisions actually are. In other words, 
we have to start with what they are authorized to do, 

Mr. Maerz. Isn’t it correct that experts and consultants are only 
supposed to give advice anyway and not make policy decisions ? 

Mr. Barnes. Under what are you talking about? Under civil serv- 
ice regulations I understand that they can. 

Mr. Materz. Under the Defense Production Act. 

Mr. Barnes. No. 

Mr. Maerz. Are they supposed to be making policy decisions under 
the Defense Production Act? 

Mr. Barnes. No, they are not. 

Mr. Matetz. So, therefore isn’t it true that section 103 (b) of your 
Executive order with respect to ~ experts and consultants 7 
pointed under section 710 (c) of the Defense Production Act really 
makes very little difference ? 

Mr. Barnes. I think it is a good thing to have it expressed. 

Now you are talking about experts and consultants under 710 (c) ? 

Mr. Marerz. Yes. Those are the per diem experts and consultants, 
of which there are 164. 

Mr. Barnes. The Defense Production Act is silent as to limita- 
tions om their giving advice. 
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Mr. Materz. My question originally was whether you had found 
that any of these experts.and consultants who presumably were ap- 
pointed only in advisory capacities were actually making policy 
decisions. 

Mr. Barnes. And I said we could not tell that. 

Mr. Materz. That’s right. 

Mr. Barnes. That is something we can’t tell. But there is no 
prohibition under 710 (c). 

Mr. Materz. Is there any prohibition under civil-service regula- 
tions? 

Mr. Barnes. Our understanding and advice is that there is not. 

Mr. Maerz. There is no prohibition in civil-service regulations 
with respect to experts and consultants? 

Mr. Barnes. The guide for Federal executive employment and 
compensation of experts and consultants put out by Civil Service 
Commission Personnel Management Series No. 3 of March 1954 states 
on page 6: 

An expert is a person of excellent qualifications and a high degree of 
attainment * * *. 

It states that: 


* * * an expert position is a position involving duties which require for satis- 
factory performance the services of an expert in a particular field as defined above 
which could not be satisfactorily performed by someone who is not an expert in 
the field. 

Then it defines consultants and consultant positions. Now, the 
consultant position eliminates the performance of any operating func- 
tions. The expert does not. And by those definitions we assume that 
there is no prohibition under the Civil Service Commission of the 
expert giving advice. And they advise us that our interpretation of 
those regulations is correct. 

Mr. Maerz. But in the course of this 9 months’ study, I take it 
you did not survey each particular position to see what the expert 
and consultant actually was doing so as to determine whether or not 
he was actually making policy decisions ? 

Mr. Barnes. As I stated, we found that we are in a study involving 
some 101,000 people. We have had to find out how many there are 
and what their authority is before we can get into what they actually do. 

Mr. Materz. Those figures, including the figure of 100,000, have 
already been presented to this committee by the Chairman of the Civil 
Service Commission. 

Mr. Barnes. I don’t think they were. I think they were presented 
by me. 

Mr. Maerz. That is not so. Let me refer you to the hearings 
before our committee on WOC’s and Government advisory groups. 
On page 642 of these hearings there is a chart showing the number 
of WOC’s serving in each agency. On page 645, there is a chart show- 
ing the number of experts and consultants appointed under the pro- 
visions of the Defense Production Act. At pages 643 and 644, Mr. 
Young included a statement as follows: 


About 100,700 such WOC's are now in the Federal service. 


And then he lists the number and category, by agencies, at pages 643 
and 644. 
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This presentation by the Civil Service Commission was furnished 
this subcommittee on August 4, 1955, together with a detailed break- 
down of these 101,000 WOC’s used by the Federal Government. 

Mr. Barnes. Well, so far as I know there has been no one—and we 
could not find anyone who could tell us where the WOC’s were em- 
ployed, how many were in each agency, and the authority for hiring 
them. And that is what we have tried to do in these tables that we 
prepared by statute. 

Mr. Harkins. You will include those tables in our record ? 

Mr. Barnes. We intend to do that; yes, sir. 

Mr. Harkins. Did you find that these experts, according to the civil 
service definition—that any of them are in full-time operating posi- 
tions? Do you know asa matter of fact whether there are any experts 
in full-time operating positions 4 

Mr. Barnes. Ido not. I can’t advise you definitely. 

Mr. Harkins. And the civil-service regulation is not applicable 
solely to the Defense Production Act? 

Mr. Barnzs. That is correct. 

Mr. Harkins. With regard to WOC’s? 

Mr. Barnes. That is correct. 

The CuarrMan. Proceed. 

Mr. Barnes. Third, order section 201 (b) adds a new limitation on 
the conflict-of-interest exemption accorded DPA experts and con- 
sultants. Under former Executive Order 10182, as amended, WOC’s 
and experts and consultants were barred from taking any action with 
respect to applications for relief or assistance under the DPA by their 
employer or any firm in which they were interested. 

The DPA extended this limitation on WOC’s to applications for 
relief or assistance under any statute. Order section 210 (b), how- 
ever, extends this statutory limitation on WOC’s to all DPA experts 
and consultants. 

Fourth, and perhaps most important, order section 301 (b) requires 
each department or agency head hiring a WOC to prepare a state- 
ment, in addition to those certifications which DPA section 710 (b) (5) 
specifies. In this statement, each agency head must list— 


the functions under the act which the appointee is expected to perform and his 
responsibilities and duties in performing such functions. 


Beyond that, each agency head must show why he has— 


concluded that the duties of the position require outstanding experience and 
ability. 


Moreover, he must specify— 


the appointee’s experience and accomplishments which justify the conclu 
sion * * * that the employee has outstanding experience and ability. 


And finally, included must be— 
the summary of reasons why— 
the department or agency head— 


has been unable to obtain a person with the qualifications necessary for the 
position on a full-time salaried basis. 

I might say that we worked with the Civil Service Commission 
at some length in attempting tc establish the best means they 
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could suggest to use and we could devise to further implement and, to 
state it in a very kind manner, police the operation of the certification 
requirements of the DPA. 

Mr. Maretz. In view of the fact that you regard this as the most 
important provision of the order 

Mr. Barnes. Perhaps one of the most. 

Mr. Matrerz. Could we pause for a moment ? 

Mr. Keratrne. He has not finished his discussion of No. 4. 

Mr. Materz. I’m sorry. Would you like to finish this particular 
part? 

Mr. Barnes. Yes. 

The addition of this statement, I feel, is a vital step toward effectu- 
ating the congressional design for WOC’s and experts and consultants 
under the Defense Production Act. The very existence of authority 
to hire WOC’s and experts and consultants, with a conflict-of-interest 
exemption, assumes that, without such exemption, it would be impos- 
sible to get a capable individual to fill an important Government job. 
This conclusion, in turn, assumes there is not already available any 
full-time salaried Government employee able to effectively fill the 
position. As a major step toward assuring that these assumptions 
are in any one case the fact, section 301 (b) has been added. This 
accompanying statement should greatly aid the Civil Service Com- 
mission, in its required quarterly reports, to prove beyond each agency 
head’s certification, under section 301 (a), to the facts supporting his 
conclusion. 

Mr. Materz. All right. Your section 301 (a) of the Executive 
order provides as follows: 

Appointments made pursuant to the authority delegated by subsection 101 
(a) of this order shall be supported by a written certification by the head of 
the employing department or agency (1) that the appointment is necessary 
and appropriate in order to carry out the provisions of the Act; (2) that the 
duties of the position to which the appointment is being made require out- 
standing experience and ability; (3) that the appointee has the outstanding 
experience and abilities required by the position; and (4) that the department 
or agency head has been unable to obtain a person with the qualifications neces- 
sary for the position on a full-time salaried basis. 

Section 710 (b) (5) of the Defense Production Act reads as fol- 
lows—— 

Mr. Barnes. It is exactly the same. 

Mr. Maerz. Exactly the same. 

Mr. Barnes. No question : about it. Section 301 (a) is entirely using 
the language that was given us by Congress. 

The only implementation is from (b) on down. 

Mr. Maerz. In other words what you have done in the Executive 
order is to require an accompanying statement setting forth certain 
information which the head of the agency must provide before hiring 
a WOC; is that correct ? 

Mr. Barnes. That is correct. 

Mr. Maerz. Does that apply only to future appointments made 
under the act? 

Mr. Barnes. Yes, it does. 

Mr. Materz. It has no reference then, this accompanying statement 
to the 386 WOC’s already employed ? 

Mr. Barnes. It does not because as Congress enacted it they re- 
stricted 710 (a), subdivision (5), to appointments made pursuant 





2156 WOC’S AND GOVERNMENT ADVISORY GROUPS 


The Carman. Of what advantage is the Executive order then as 
to that? 

Mr. Barnes. Because I assume that there have been appointments 
since the passage of the amended DPA and there will be others in the 
future. 

The Cuarrman. The bulk have already been appointed. 

Mr. Barnes. That I do not believe is correct, sir, by reason of the 
fact that there is such a turnover. 

The CuarrmMan,. That probably is true. But those who are pres- 
ently serving would not be covered by this provisiori of the Executive 
order. 

Mr. Barnes. Oh, yes. They are covered by the Executive order. 
But they are not covered in this one particular. 

In other words we are not having the head of the agency go back 
and say as of 6 months ago or 3 months ago that he could not find any 
other person. 

The Cuairman. I understand that. That is what I meant. 

Mr. Maerz. Judge Barnes, does this statutory certification re- 
quirement and this statement requirement of 301 (b) of the Executive 
order take effect as of November 28, the date of the issuance of the 
Executive order or does it take effect as of August 9, the date of the 
passage of the amendment ? 

Mr. Barnes. By the terms of this order it is made retroactive and 
we have advised that it is retroactive to the first day of August. 

Mr. Maerz. The first day of August? 

Mr. Barnes. Yes. 

Mr. Maerz. There was some confusion actually. Have written 
instructions to this effect been issued to the heads of the agencies? 

Mr. Barnes. They have not. There has been some attempt to 
obtain uniformity in the filing. We have been in communication 
with a great many agencies of the Government and have advised them 
that this is our opinion as to the preper interpretation of the order. 

Mr. Materz. Do you have any idea as to how many WOC’s have 
been appointed between August 1 and November 28? 

Mr. Barnes. No, we have no way of determining that without an- 
other survey. Although we can say that from the best of our infor- 
mation ae belief, outside of 25 reappointments in the Department 
of the Army, that between July 1 and September 30, there were 19 
appointments. That does not bring us up to date and that takes in a 
month prior to the act. But, nevertheless, that gives you our best 
information as to about what the rate of WOC appointment is. 

Mr. Harxrns. Are those 19 WOC’s referred to appointed to full- 
time operating positions ? 

Mr. Barnes. I can’t tell you that. That is not the basis of our 
survey. That is information filed by the Civil Service Commission 
which we happened to run across incidentally. 

Fifth, section 302 (b) of the order not only spells out the DPA’s 
financial filing requirements but goes beyond the statute’s precise 
demands to apply these filing requirements to all WOC’s presently 
employed—no matter when appointed. While the limitations im- 
posed in DPA section 710 (b) (1) through (5) restrict the President’s 
power “to employ” WOC’s, section 710 (b) (6)’s filing requirements, 
in contrast, apply only to the “heads of the department or agency 
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making appointments” of WOC’s. Accordingly, it is not at all clear 
Congress intended the financial filing requirements to apply to WOC’s 
appointed before the 1955 amendments. In the interest of an effective 
regulatory scheme, however, the order resolves this ambiguity in 
favor of a broad coverage for filing requirements. Thus all wi IC's 
presently employed—no matter when appointed—are obliged to file. 

Mr. Maerz. There was no change then in the filing requirements 
of the statute, only a broadening, you say, of the applicability of the 
statute to the people who would have to file. Do I understand that 
correctly ? 

Mr. Barnes. Will you read that question ? 

Mr. Maerz. Please read the question, Mr. Reporter. 

(Question read. ) 

Mr. Barnes. I think the best statement is that which I made here— 
that it eliminates an ambiguity and has the order apply to all WOC’s 
presently employed no matter when appointed. They are all obliged 
to file. 

Mr. Maerz. That is the only change with respect to filing. 

Mr. Barnes. I have discussed others and we will come to some other 
additional definitions. 

Sixth, sections 305 (a) and (b) of the order spell out and expand 

the Civil Service Commission’s obligations to survey appointments 
under the DPA. Old Executive Order 10182 merely directed, in 
blanket terms, that the Chairman of the Civil Service Commission— 
at least once every 3 months * * * shall survey appointments made under this 
order and report his findings to the President and make such recommendations 
as he may deem proper. 
The 1955 DPA amendments, in essence, lifted this language from 
Executive Order 10182 into the DPA, requiring only, in addition, that 
the Civil Service Commission report and recommend to the Congress 
as well as to the President. This statutory language order section 
305 (a) and (b) builds on. 

Thus, section 305 (a), for example, requires that each Civil Service 
Commission survey include a determination of whether each depart- 
ment or agency head has filed those certifications and statements this 
order requires. These surveys must further determine whether each 
WOC has published and kept up to date those financial statements 
which the statute and order demand. Section 301 (b) of the order, 
let me emphasize at this point, insures that the Civil Service Com- 
mission’s survey will be more than perfunctory. 

I think we can all agree, without expressing criticism—and some 
criticism has been expressed—-as to the danger of a mere perfunctory 
acceptance of statements that come to Civil Service Commission from 
some head of some executive agency. 

Mr. Maerz. What is there in this requirement that necessitates 
more than a mechanical or clerical check by the Civil Service Com- 
mission ? , 

Mr. Barnes. Just what I am reading about. 

Mr. Maretz. It seems to me that those are just statistical devices. 

Mr. Barnes. I think if you were attempting to enforce the duties of 
the Civil Service Commission you would feel a great deal easier if 
you had the provisions of 305 (b)— 
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Mr. Maerz. First a determination of whether each department 
or agency head has filed those certifications or statements that this 
order requires. " . 

Mr. Barnes. They just have to determine whether the certifications 
have been filed. 

Mr. Barnes. That is right. 

Mr. Materz. Is that anything more than mechanical? 

Mr. Barnes. No; that is not. 

Mr. Materz. The surveys must further determine—— 

Mr. Barnes. You are requiring them to make that mechanical—if 
you call it mechanical—determination. Under the act as it existed, 
there was no such requirement. He had to make a report. He could 
make any kind of a report he wanted. He could make a survey. And 
there has been criticism of the report and survey because it has not 
gone into some of these things which you say are merely mechanical. 

Mr. Maerz. Would you disagree that they are not mechanical ¢ 

Mr. Barnes. Yes; I disagree with some of the other things. 

Mr. Maerz. In what respect are they not mechanical ? 

Mr. Barnes. A determination whether a statement. with respect to 
each person in accordance with requirements of section 304. This is 
more than a mere matter of filing. There is determination whether 
or not that filing is in accordance with the provision of the act. There 
is required, in subsection (6) of 305 (a), an inspection of individual 
department or agency files to determine whether the certifications and 
the statements required by section 301 (a) and (b), respectively, of 
this order have been made. 

That is a rather broad authority for the Civil Service Commission 
to get into the files of the different agencies. That is not a mechanical 
acceptance of something that the agency tells them. 

The Crarrman. In other words you feel that the Executive order 
in that regard makes the process more than perfunctory but requires 
delving into the material so that we can get proper information. 

Mr. Barnes. I think it aids substantially the position of one execu- 
tive branch going into the files of another executive branch, which, 
as you well know, is always a touchy thing. 

The Cuatrman. All right. 

Mr. Barnes. Now available for the first time will be detailed state- 
ments to support each agency head’s certification of the nature of the 
job filled by a WOC, the WOC’s outstanding ability and experience, 
and the agency head’s inability to obtain a full-time salaried Govern- 
ment official to do the same job. Finally, I point out, section 305 (b) 
(1) requires that the Civil Service Commission survey, not only 
WOC’s, but also “experts and consultants” employed under the DPA. 
And sections 305 (b) (38) obliges the Chairman of the Civil Service 
Commission to make “such comment or recommendations” as “he 
deems proper,” not only on WOC’s but also on “experts and consul- 
tants.” 

From this it seems clear that the order contemplates a joint system 
to insure compliance. On the one hand, the Civil Service Commis- 
sion, as I have indicated, is obliged to make extensive quarterly reports. 
On the other hand, part II of the order sets forth preconditions for 
that conflict-of-interest exemption the DPA envisions. The Depart- 
ment of Justice, of course, is charged with general responsibility for 
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enforcing Federal criminal statutes. Included among these are 
various conflict-of-interest statutes. Since the DPA and this order 
set forth preconditions for exemption from those criminal provisions, 
the Department of Justice has the same obligation to insure that 
those limitations are lived up to as it has to enforce any Federal 
criminal statute. This point I cannot emphasize too strongly. 

Mr. Keatine. I certainly appreciate this complete statement of 
some six specifications in which the Executive order strengthens the 
law we passed. At the time this Executive order was promulgated 
a few days ago, a week or so ago, some highly placed congressional 
sources in both this body and the other body made statements to the 
press that this order did not do anything more than restate the law, 
and you pointed out very clearly how that argument is completely 
demolished. 

It is a very salutary thing to have the facts put here on the record 
so we will know what the true situation is and not be misled by state- 
ments in the press about it that are not based on facts. 

The Cuatrman. I had hoped the gentleman—have you concluded ¢ 

Mr. Keatine. Yes, for the moment. 

The CuHarrman. There was no criticism intended in the statement 
which I issued against the distinguished gentleman we have before 
us, Judge Barnes. 

I want to make that very clear at the outset. 

Mr. Keating. You were joined by others. 

The CuarrmMan. That is possibly so. But I want to state that I 
indicated at that time the following: 

Unresolved by the Executive order are such important problems as (1) per- 
missible activities of a WOC appointed to a key, full-time operating position 
affecting the industry and company from which he came; (2) the extent to 
which it is permissible for a WOC to continue to perform services for his 
employer at the same time he is working for the Government; and (3) a practical 
method by which a WOC appointed to a policymaking position can be divorced 
from policy decisions. 

In two respects the Executive order does strengthen the provisions of the De- 
fense Production Act. First, under the Defense Production Act the head of a 
department or agency seeking to employ WOC’s must certify (1) that the 
appointment is necessary; (2) that the duties of the position to which the 
appointment is being made require outstanding experience and ability; (3) that 
the appointee has the outstanding experience and ability required by the position ; 
and (4) that the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time salaried basis. 
The Executive order elaborates the content of this required certification so as 
(1) to specify the functions to be performed by the appointee; (2) the necessity 
for appointing a WOC; (3) the experience and accomplishments of the ap- 
pointee; and (4) the reasons for inability to fill the position on a full-time 
salaried basis. 

Second, the Executive order prohibits, most properly, experts or consultants 
appointed under the authority of the Defense Production Act from making any 
recommendation or taking any action with respect to applications filed by the 
person’s private employer. 


Then I went on to say finally : 


It must be noted that the Executive order does not cover full-time salaried 
governmental employees, like Messrs. Talbot and Strobel nor to consultants like 
Mr. Wenzell since he was appointed under the authority of the Defense Pro- 
duction Act. 


So I do give considerable commendation. I also take some excep- 
tions to what is lac ‘king in the Executive order. 
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Mr. Keatine. The first part of the gentleman’s statement must have 
been the one which ssenalad most to the press, because the accounts 
which I read indicated that the gentleman’s position, which was shared 
by others, was that the order did nothing more than restate the word- 
ing of the statute. 

The Cuarrman. As long as the gentleman has stated that, I will 
have to quote the first part of my statement : 


This order covers only WOC experts and consultants employed under the 
authority of the Defense Production Act. It is regrettable that the order does 
not cover WOC’s, experts, and consultants appointed under authority other than 
the Defense Production Act. 

The entire Executive order is for the most part a word-for-word restatement 
of the amendments to the Defense Production Act enacted by the Congress on 
August 9, 1955. In short Congress had already made mandatory in large 
part what the Executive order now expresses. 


And we will put into the record the parallels, the so-called deadly 
parallels showing on one side the provisions of the Defense Produetion 
Act and on the other side the provisions of the Executive order. 

Mr. Keating. Wouldn’t it be helpful if we put in the gentleman’s 
press release at this point ? 

The CHarrMan. i will be happy to put it in at this point. I am 
reading it. 


For example, the Defense Production Act Amendments already require each 
WOC employee to file for publication in the Federal Register a statement of all 
his connections with corporations, partnerships, and other businesses. This 
must inelnde the names of any corporations in which the WOC owns, or within 
60 days preceding his appointment has owned, any stocks, bonds, or other 
financial interests. Again, the Defense Production Act prohibits WOC’s from 
making any recommendations or taking any action on applications filed by 
concerns with which the WOC’s have had any interest, direct or indirect. The 
Executive order is a word-for-word repetition of these provisions. 

The Defense Production Act already limits WOC’s to advising appropriate 
Government officials when policy matters are involved and prohibits WOC’s from 
participating in policy decisions. The Executive order repeats these limitations. 

Then, too, the strictures in the Executive order, that department heads shall 
take steps to avoid conflict between the governmental duties of the WOC’s and 
their private interests, merely restate the provisions of existing law. 


(The document referred to is as follows :) 
“WOC EXECUTIVE ORDER RESTATEMENT OF Law,” Says CELLER 


Representative Emanuel Celler (Democrat, New York), chairman of the House 
Committee on the Judiciary and also chairman of its Antitrust Subcommittee, 
today issued the following statement concerning the Executive order issued by 
the President yesterday governing the activities of WOC’s, experts, and con- 
sultants who are employed under the authority of the Defense Production Act: 

“This order covers only WOC’s, experts, and consultants employed under the 
authority of the Defense Production Act. It is regrettable that the order does 
not cover WOC’s, experts, and consultants appointed under authority other than 
the Defense Production Act. 

“The entire Executive order is for the most part a word-for-word restatement 
of the Amendments to the Defense Production Act enacted by the Congress on 
August 9, 1955. In short, Congress had already made mandatory in large part 
what the Executive order now expresses. 

“For example, the Defense Production Act Amendments already require each 
WOC employee to file for publication in the Federal Register a statement of all 
his connections with corporations, partnerships, and other businesses. This 
must include the names of any corporations in which the WOC owns, or within 
60 days preceding his appointment has owned, any stocks, bonds, or other financial 
interests. Again, the Defense Production Act prohibits WOC’s from making 
any recommendations or taking any action on applications filed by concerns with 
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which the WOC’s have had any interest, direct or indirect. The Executive order 
is a word-for-word repetition of these provisions. 

“The Defense Production Act already limits WOC’s to advising appropriate 
Government officials when policy matters are involved and prohibits WOC’s from 
participating in policy decisions. The Executive order repeats these limitations. 

“Then, too, the strictures in the Executive order that department heads shall 
take steps to avoid conflict between the governmental duties of the WOC’s and 
their private interests merely restate the provisions of existing law. 

“Unresolved by the Executive order are such important problems as (1) 
permissible activities of a WOC appointed to a key full-time-operating position 
affecting the industry and company from which he came; (2) the extent to 
which it is permissible for a WOC to continue to perform services for his em- 
ployers at the same time he is working for the Government; and (3) a practical 
method by which a WOC appointed to a policymaking position can be divorced 
from policy decisions. 

“In two respects the Executive order does strengthen the provisions of the 
Defense Production Act. First, under the Defense Production Act the head of 
a department or agency seeking to employ WOC’s must certify: (1) That the 
appointment is necessary; (2) that the duties of the position to which the ap- 
pointment is being made require outstanding experience and ability; (3) that 
the appointee has the outstanding experience and ability required by the posi- 
tion: and (4) that the department or agency head has been unable to obtain 
a person with the qualifications necessary for the position on a full-time salaried 
basis. The Executive order elaborates the content of this required certification 
so as (1) to specify the functions to be performed by the appointee; (2) the 
necessity for appointing a WOC; (3) the experience and accomplishments of the 
appointee; and (4) the reasons for inability to fill the position on a full-time 
salaried basis. 

“Second, the executive order prohibits, most properly, experts or consultants 
appointed under the authority of the Defense Production Act from making any 
recommendation or taking any action with respect to applications filed by the 
person’s private employer. 

“Tt must be noted that the Executive order does not cover full-time salaried 
governmental employees, like Messrs. Talbot and Strobel nor to consultants 
like Mr. Wenzell since he was not appointed under the authority of the Defense 
Production Act.” 


The Cuarrman. Of course one of the motivating factors for issuing 
this statement was-that Secretary Weeks had m: ade abund: untly clear 
that he opposed any amendments to the Defense Production Act as 
to WOC’s. He sent his emissaries to the floor of the House and the 
floor of the Senate and he vigorously opposed any kind of amend- 
ments that would affect WOC’s. He did not want anything in the 
basic statute that would have anything to do with WOC’s p: irticular ly 
with reference to the very matters that the Executive order pertains 
to and which was contained in the amendments. He characterized 
all those attempts, including attempts to get amendments to the De- 
fense Production Act regarding WOC’s as a massive attack on the 
private-enterprise system. 

IT am happy to know that the administration comes forward and 
puts its imprimatur on this amendment by its Executive order. 

Mr. Keatrno. The chairman must have had a liaison with the Sec- 
retary of Commerce that was not vouchsafed to the members of the 
minority. I never had such a contact with Secretary Weeks. 

The Cuamman. Apparently you were not so honored. 

Mr. Barnes. May I point out two things which may or may not 
be apt. Congress in its wisdom has enacted certain rules and they 
stopped at a certain place. Now it is a very difficult situation for the 
executive branch to be placed i in a position of suggesting that Congress 
went too far or not far enough. 

Any Executive order that goes beyond might conceivably restrict 
the congressional purpose. We have to assume, to some extent at 
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least, I think, Mr. Chairman, that Congress knew just exactly how 
far it wanted to go and wanted to stop there. 

In the second place, I think we should keep in mind what we are 
talking about. This is an act that creates exemptions from conflict 
of interest statutes. And the more people that you bring within the 
exemptions of the Defense Production Act, might have a very serious 
effect on the ability to prosecute for conflict of interest statutes. 

This is not all a black and white area. I think that a person could 
very well take the position that there should be an extremely limited 
number of individual—WOC’s who should receive the exemptions, 
that is—with their limitations, but nevertheless some exemptions, from 
the conflict of interest statutes. If the conflict of interest statutes are 
good in theory, exemptions should be extremely limited. 

I want to go into the question as to whether or not there is any need 
for exemptions from the conflict of interest statutes with regard to 
this vast body of WOC’s who are not within the provisions of the 
DPA. 

The CHarrman. I want to say that statement is a very creditable 
one and I want to be sure that the impression is not set forth that I 
criticize you in anything I have said here. 

But we have this very anomalous situation that some groups in the 
administration are now taking great credit for this Executive order 
and what they accomplished by it whereas they were not in the least 
responsible for a good deal of its generation. The need for it stemmed 
not only from the work of this committee but from others who were 
so motivated. I want to point that out also. 

Mr. Kratina. The Executive order is promulgated by the President 
of the United States, isn’t it? 

The CuHarrman. Only because we acted, if I might say so, as a sort 
of a picador that prodded the bull. 

Mr. Keatine. I don’t think the President of the United States needs 
any prodding from the chairman of this committee in order to do 
the right thing, 

The CrratmrmMan. Not the President but those around the President. 
The President did well in issuing this Executive order. I do not 
offer criticism against him. I do offer criticism against certain 
members of his Cabinet who have resisted efforts on the part of this 
committee to delve into this matter and the head of that group is Mr. 
Weeks. 

Mr. Barnes. Now may I proceed? 

Mr. Materz. With respect to this conflict-of-interest problem the 
President could have in the Executive order withdrawn any exemp- 
tion from the conflict-of-interest statute. Is that correct? 

Mr. Barnes. That is not correct because subsection 4 of 710 (b) 
specifically provides as enacted by Congress— 
any person employed under this subsection (b) is hereby exempted with respect 
to such employment from the operation of sections 281, 283, 284, 434, and the 
1914 title 18, United States Code, and section 190 of the Revised Statutes. 

Neither the President nor any executive could, as I understand it— 
Congress having spoken, that was that. 

Mr. Mauerz. Section 201 of your Executive order states essentially 
as follows: 


Exemption thereunder does not extend to the negotiation or execution, by 
such appointee, of Government contracts with the private employer of such 
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appointee or with any corporation, joint stock company, association, firm part- 
nership, or other entity in the pecuniary profits or contracts of which the ap- 
pointee has any direct or indirect interest. 

Is there any difference between section 201 (a) and section 710 (b) 
(4) (i) of the Defense Production Act? 

Mr. Barnes. No, there can’t be. That is specified in the act. 

Mr. Materz. In other words, section 201 (a) is exactly the same as 
section 710 (b). 

Mr. Barnes. Exactly. Section (b) is the same as (ii) and section 
(c) is the same as (i11)—there can’t be any change. 

I point out that those exemptions right there seem to me to define 
pretty well what the man can do and can’t do. I think that within 
the last couple of days, that this committee has had some experience 
with possible violations of the various things that are defined here. 
There does not seem to me to be any difficulty in determining what 
these WOC’s can do or can’t do. That is pretty specific language con- 
tained in the language of the act—and of necessity contained exactly 
in the order. 

Mr. Maerz. In other words, the point that you are making as I 
understand it, then, is that Congress should consider going further. 

Mr. Barnes. That isn’t my point at all. My point is to the con- 
trary, that Congress should very carefully consider whether they want 
to go any further in creating these exemptions from the conflict-of- 
interest statute. 

Mr. Materz. All right. 

The CuHairman. You mean it is a sort of a stop, look, and listen sig- 
nal. We ought to be very vigilant as to whether 

Mr. Barnes. I am not presuming to give you advice. I point out 
that there were two schools of thought as to how far these exemptitons 
should go in the best public interest. 

Mr. Keatine. Don’t be hesitant, Judge, we are presuming to give 
you advice. 

Mr. Barnes. That is what I am supposed to be taking and what my 
job is. ; 

Mr. Harxrns. Judge Barnes, the certification additions of the 
Executive order require 

Mr. Barnes. The statement additions, that is what we call them. 

Mr. Harkins. What do you call them / 

Mr. Barnes. The statement to supplement the certification. 

Mr. Harkins. That was made applicable by the order to experts 
and consultants ? 

Mr. Barnes. Right. 

My associates tell me Iam wrong. No, it applies to 101 (a). 

Mr. Harkins. Why wasn’t it made applicable to experts and con- 
sultants ? 

Mr. Barnes. Because Congress in its wisdom had decided that there 
was not any necessity for filing this certificate with regard to experts 
and consultants. You see that we would really be second guessing 
Congress if we applied something in the certificate. We can imple- 
ment what Congress has taken astarton. Wecan aid in implementing 
and coming to a conclusion enabling a supervisional body to get the 
facts which Congress has said must be included in the certificates 
when Congress in its wisdom has said we don’t want certificates for the 
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experts and consultants, I think we would be presuming a little bit if 
we went beyond that. 

Mr. Harkins. There would be no bar to the executive department 
requiring that from experts and consultants? 

Mr. Barnes. I don’t know. That is quite a question. It might 
very well be flaunting the congressional intention. Congress had the 
opportunity to pass it. They “amended the act and decided they did 
not want to include experts and consultants with regard to the 
certification. 

Now to (c) of my first topic, page 8. 

Why have criticisms leveled at the order lacked force? 

The new Executive order has thus far been criticized on two prin- 
cipal counts: First, some urge its provisions should have covered not 
alone DPA WOC’s and experts and consultants, but all WOC’s and 
experts and consultants employed by the Federal Government. And, 
second, others have contended that we have been remiss in requiring 
the time from August 1 of this year, and that is not strictly accurate 
because it was not enacted until August 1, but it is effective on August 
1; we have not tried to quibble on those 9 days—the date the 1955 
amendments were enacted, to November 28, to draft, circulate, and 
publish the new order. To each of these criticisms I turn. 

First, the order’s coverage. Useful here is some description of the 
steps the Department took in preparing the new order. Our first 
contact—I guess I should say my first contact—with the WOC prob- 
lem grew out of our general study of industry advi isory committees. 
As I explained before this committee on August 4, 1955: On March 
31, 1954, more than 15 months ago, I wrote all Government depart- 
ments or agencies utilizing industry advisory committees, reiterating 
our suggested guides and asking the extent to which advisory com- 
mittees already had adopted them. As replies came in from this 
survey—TI am sorry to say that the reply from one department came 
in this year—it became clear that some committees were, contrary 
to our suggested guides, operating | without any Government employee 
as chairman or with a WOC as chairman. We considered the question 
raised by a WOC serving as chairman of an industry advisory com- 
mittee. And again, on August 4 of this year, I ee aa before 
this committee that it was my interpretation that the Department of 
Justice’s suggested standards required that a full-time salaried Gov- 
ernment official be chairman. 

The CuatrmMan. Yesterday Mr. Honeywell came here—the Direc- 
tor of the BDSA—and as to that particular matter of WOC’s serving 
as chairman, he said he emphatically disagreed with you. That 
may be your opinion, but they have their own opinion. 

Mr. Barnes. I think that is a fair statement of it. I think there 
are differences of opinion. I emphasized the word “suggested.” It 
is not mandatory. If they believe, as they have a full right to, that 
that should not ‘be followed in a particular case I would not be the 
one to say my opinion is better than theirs. 

The Cuatrman. You usually are right. 

Mr. Krattne. What a salutary thing it is to have an administra- 
tion where men of stature can and do differ and have varying points 
of views to bring to that task. 

Mr. Barnes. That is true. It is a comforting thing to have that 
type of administration to work with. 
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Mr. Keating. I am rather inclined to share the chairman’s feeling 
about agreeing with you as to this particular matter but I respect 
those who may take the other side and I think they may have a strong 
argument. 

The CHarrMan. We have a very anomalous situation where you 
have one set of rules for one department and another set of rules 
for another department. Apparently, as far as I understand it, the 
suggestions that you have promulgated have been fairly accepted 
throughout the administration but now we have the Department of 
Commerce saying they will not accept it. 

So we have a law for one and a law not for the other. 

Mr. Barnes. It is a very difficult problem, Mr. Chairman, to draw 
up absolute rules that will govern in every instance. 

May I suggest that the Attorney General, for example, if he desires 
to get information on Federal prisons, can get information relative 
to Federal prisons without a Government chairman, just as well as 
with a Government chairman, in my opinion. 

If the Department of Defense needs to get the advice of a group 
of clergymen, a rabbi, a Catholic priest, and a Protestant minister 
relative to how they should build a certain chapel on a certain place 
that can be used by all faiths, I can conceive that there is no necessity 
there for a Government chairman. I think there are individual 
exemptions where the discretion of an individual of Cabinet stature 
should control the decision. 

Mr. Harxrns. Is the line of demarcation whether or not the ad- 
visory group is going to be interested in problems affecting their 
businesses or their competitive relationships ? 

Mr. Barnes. Not necessarily, but that is a fact or that has to be 
considered. 

Mr. Harkins. That would be your concern, would it not, in the 
enforcement of the antitrust laws? 

Mr. Barnes. It would be my concern if there were violations of 
the antitrust laws. Of course, I would think that it is probable that 
there would be more violations of antitrust laws among businessmen 
meeting th: an among the clergy meeting. 

The Cuarrman. Judge, I want to ask this question at this point. 
Have you a a new Executive order covering advisory groups? 

Mr. Barnes. I have been working on a draft of that, Mr. Chairman, 
yes. 

The CyHatrman. And would you say that under this proposed 
Executive order, the criteria that you have provided for advisory 
groups would be mandatory ? 

Mr. Barnes. I do not feel I can comment on what may or may not 
be in an order, Mr. Chairman, which has not yet come into being and 
which has not yet been decided on by all interested agencies. 

The Coatrman. Without saying what is in the order, is it your view 
that mandatory provisions should be applicable to advisory groups ? 

Mr. Barnes. [ again do not want to express any personal opinion. 
I am a member of a team here, and I do not know what the ultimate 
decision will be. I think that my own personal opinion, if it is worth 
anything, has been adequately expressed on numerous occasions, both 
by way of testimony and by way of speeches to bar assoc ations, and 
so forth. I do not think that I should express an opinion as to what 





2166 WOC’S AND GOVERNMENT ADVISORY GROUPS 


is or is not essential in an order which may never become an order and 
which is subject to the discretion of my superiors. 

The Cuarrman. Have you any idea when, if at all, the order will 
be issued, if it is going to be issued ? 

Mr. Barnes. I would not hazard any guess, Mr. Chairman. 

The CuarrMan. Go ahead. 

Mr. Barnes. Soon after, we broadened our consideration of this 
WOC problem. Thus, on August 17, 1955, we wrote to all departments 
and agencies requesting that they furnish us with information on all 
WOC’s and experts and consultants employed. We received replies 
to this letter from all of the departments and agencies. This infor- 
mation we have tabulated. Though I realize your committee may have 
received a great deal of this information, I submit for your record 
what data we have garnered. 

And at this time I should like to submit a table denominated table I, 
which is an estimate of WOC’s and WAE’s employed by the execu- 
tive branch. 

Mr. Krattne. What are WAE’s? Are they the same as WOC’s? 

Mr. Barnes. No, those have nothing to do with WOC’s. Those are 
persons “when actually employed”; in other words, the temporary 
expert consultants. 

Mr. Maerz. They are the paid per diem experts ? 

Mr. Barnes. Right. 

The Carman. We had testimony yesterday that we have WOC 
reserves. In other words, they are graduate WOC’s that the depart- 
ment may call on. Does what you are going to read now cover that 
group, too? 

Mr. Barnes. I do not refer to that group in this table, Mr. Chair- 
man. There are several caveats that we desire to express here, and just 
so that you will understand them, since they are short, I will read them. 

The table is based on reports from the various executive agencies to 
the Department of Justice. This Department has made no independ- 
ent check of each agency’s employment records. 

Secondly, not all agencies report WOC’s and WAE’s employed as 
of the same day. In order to try to remedy this situation we have 
listed the dates upon which the estimate was made, and we placed 
a smal] x before the date to indicate that the date listed was the date 
of the agency letter to us. Absence of the small x indicates that the 
date listed was specifically noted by the reporting agency as of the 
date of its survey. 

From this variance in dates it seems clear that the table is not 
absolutely accurate, but it is as accurate an estimate as we can make 
at this time. 

Now, for WOC’s and WAE’s listed as employed under the Defense 
Production Act alone, we do have a specific date as of September 30, 
1955. For these employees we have heoaiht each agency compara- 
tively to date by checking with the Civil Service Commission. And 

that indicates, Mr. Chairman, that the total number of WOC’s reported 
as employed are 101,344. 

Of those, there are, as I previously advised you, under the Defense 
Production Act a total of 386. There are the additional four WOC’s 
in the agency mentioned that feel that they are governed by the DPA 
standards. Thus, there are a total of 400 WOC’'s with these exemp- 
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tions from the conflict of interest statute ; that is, under 710 (b) of the 
Defense Production Act, together w ith 164 WAE’s coming under 
section 710 (c) of the Defense Production Act. 

Now, it is very obvious that this immense figure is made up of some 

rather interesting groups, and I would like to go into this. For the 
purpose of the record I desire to state that some definition of terms 
may be useful. By WOC we mean 

The Cuarrman. You want to put that in the record, do you not? 

Mr. Barnes. Yes; I do. 

The CHarrman. That will be accepted in the record. 

(The table referred to is on p. 2174.) 

Mr. Barnes. By WAE I mean a Government employee who re- 
ceives compensation solely for days he actually works for the Gov- 
ernment. As I said, on the basis of our study there are now about 
101,000 WOC’s and some 10,000 WAE’s employed throughout the 
Federal Government. Of these, some 386 WOC’s and 164 WAEF’s are 
employed under the Defense Production Act. In addition, about four 
WOC’s employed by the International Cooperation Administration 
are covered by restrictions contained in Defense Production Act, sec- 
tion 710, and regulations issued thereunder. Title 22, United States 
Code, section 1790 (b), authorizes “any United States Government 
agency” to employ “persons of outstanding experience and ability” 
without compensation “in accordance with the provisions of section 
2160 (b) of the appendix to title 50, and main issued there- 
under.” We understand that the International Cooperation Admin- 


istration construes this provision as requiring WOC’s hired by them 
under its terms to comply with the provisions of the new order. So 


it is that the recent order covers about 390 WOC’s and 164 WAF’s. 
For data supporting this conclusion, I refer to the table numbered I. 

This coverage is dictated by three basic rationales. First, our sur- 
vey shows that WOC’s and WAEF’s appointed under the DPA perform 
tasks essentially different from most WOC’s and WAE’s appointed 
under other statutes. From the comparatively unique relationship 
between the tasks they perform for the Government and the duties 
arising from their private employment stems the possibility for con- 
flict of interest abuse. Accordingly, it seems clear that, while WOC’s 
and WAE’s appointed under the DPA may require regulation by 
Executive order, vastly different questions stem from employment of 
other WOC’s and WAE’s 

Second, this necessity for regulation of WOC’s and WAF’s under 
the DPA is underscored by the fact that it is only under the DPA that 
significant numbers of W OC’s and WAEF’s are appointed with a con- 
flict of interest exemption. This exemption makes necessary the 
sequence of the checks and the publicity which the new order imposes 
as a substitute for conflict of interest coverage. 

Third, Congress itself in many instances has regulated employment 
of WOC’s and WAF’s under authority other than the DPA. More- 
over, Congress has done this without granting the power to the Presi- 
dent to impose added regulations. In this context, added Executive 
regulation might well contravene congressional design. 

In other words, it is our position here that as to a great many of 
these—and I am going to discuss them individually—Congress has 
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already said, “We don’t want to give the President power to exempt 
or to draw regulations or to issue Executive orders. We are going 
to set up standards.” 

Mr. Kratrinc. And we appreciate, and I know the chairman appre- 
ciates, your regard for the congressional intent. 

Mr. Barnes. Exactly so. 

To buttress each of these rationales, I turn once more to data we 
have collected. At this time I would like to submit, in addition to 
this table I, table II (a), and II (b). Table II (a) isa breakdown of 
WOC’s appointed under authority other than the Defense Production 
Act. We see, of course, that that totals the 101,344 less the DPA, and 
we find that it comes to appointments under at least 30 different 
statutes. 

(The tables referred to begin on p. 2175.) 

Mr. Harkins. Do you have a breakdown of those statutes ? 

Mr. Barnes. Yes; we do. For example, Agriculture employs 16,- 
316; Selective Service employs 40,623. 

Mr. Kratine. That is the biggest chunk probably, Selective Service. 

Mr. Barnes. What? 

Mr. Keating. Selective Service probably has the biggest chunk 
of people. 

Mr. Barnes. It is. 

Mr. Keatine. These people that serve in all the various parts of 
the country, on draft boards, are they in this 100,000? 

Mr. Barnes. That is it exactly. Veterans’ Administration, 38,000: 
that is the second largest number. Then Agriculture. And I will 
explain what some of these people do. It seems to me it would almost 
be contrary to the public interest to place them under these exemptions 
to the conflict of interest statutes, as well as unnecessary. 

Mr. Kearrna. Of course, for instance, a farmer wouldn’t then be 
able to serve on a Selective Service board, I suppose, because you 
could say he had a conflict of interest between agriculture and his 
duties on Selective Service. 

Mr. Barnes. It might be urged. 

Mr. Keating. You could carry that thing pretty far if you tried 
to lay down definite rules concerning all those people. 

The CuHarrMan. Judge, of course I can readily see that 41,000 
WOC’s who might be involved in draft boards could very well be 
not covered by any broad Executive order. But there are many other 
WOC’s not hired under the DPA like those who are in the Budget 
Bureau, serving in the Defense Department in v arious capacities, 

Mr. Barnes. We will get into those. That is what our analysis is, 
Mr. Chairman. 

The Cuatrrman. WOC consultants could very well be covered by 
some Executive order like, for example, Mr. Wenzell and others who 
are consultants similarly. That is the gravamen of my complaint. I 
am not worried about an Executive order for game wardens or Selec- 
tive Service personnel and so forth. 

Mr. Barnes. Mr. Chairman, may I just ask you a question? 
Would you suggest that Mr. Wenzell should have been exempted from 
the conflict of interest statutes ? 

The Cuarrman. I hardly would think so. 
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Mr. Barnes. Well, he would have had an exemption under the 
Defense Production Act. 

The CuarrMan. Well, I question whether—— 

Mr. Barnes. If he were under the DPA he would be subject to 
whatever exemptions Congress has seen fit to give these DPA’s. 

Mr. Maerz. Couldn't you have certification requirements for indi- 
viduals like Mr. Wenzell ? 

Mr. Barnes. Yes; but that still doesn’t get away from your 
exemption. 

Mr. Kreatinc. Written in the law. 

Mr. Barnes. Yes. 

Mr. Keating. In other words, that is Congress’ function. 

The CHarrMAN. Congress must address itself to it. 

Mr. Harkins. Is it your position the executive department could 
not issue an Executive order requiring the disclosure of information 
or to require checks before the employment of consultants like Mr. 
Wenzell, without giving an exemption from the conflict of interest 
statutes ¢ 

Mr. Barnes. I think that the Executive could probably require 
him to make any disclosures he thought were necessary. I don’t 
think there is any question there. 

Mr. Harkins. Then there is really no problem of granting to Mr. 
Wenzell or consultants or other experts immunity from the conflict 
of interest statutes ? 

Mr. Barnes. I am talking about whether or not = order should be 
extended. Would you extend it to Mr. Wenzell? Task the question. 

Mr. Harkins. Certainly; certain parts of it could be extended with- 
out granting any exemption from the conflict of interest statutes? 

Mr. Barnes. How can you do it when the statute says that there 
must be—that they are hereby exempted. You would have to have 
another law if you were going to provide a special rule for him. 

Mr. Harkrns. Couldn't you simply add another section to the 
Executive order, saying that WOC’s, experts, and consultants who are 
not granted exemption from the conflict of interest statutes but are 
employed under authority of certain statutes—— 

Mr. Barnes. But that wasn’t what Congress decided. 

Mr. Harkins. C ongress decided only to give exemptions from con- 
flict of interest statutes with regard to the Defense Production Act. 

Mr. Barnes. Right: and decided that it should not give that to 
experts and consultants. 

Mr. Harxkrns. Do not experts and consultants have exemptions? 

Mr. Barnes. Not the same. 

Mr. Harxtns. Not the same? 

Mr. Barnes. No. 

Mr. Harkins. That is correct; but they do have exemptions. 

Mr. Barnes. Yes; they have some. 

Mr. Harkins. Does your Executive order make the two exemptions 
parallel ? 

Mr. Barnes. It makes them parallel, as I expressed before, not the 
same. 

Mr. Maerz. The point is, Judge Barnes, wouldn’t it have been 
entirely possible for an Executive order to have been issued covering 
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other certain WOC’s and consultants employed under authority other 
than the Defense Production Act in order to regulate their conduct 
and require them to file certain data? 

Mr. Barnes. Well, it may be that there should be some study given 
to determine whether or not there are positions being filled by WOC's 
for which additional action should be taken. I am pointing out to 
you that you can’t just say all WOC’s. 

Mr. Maerz. Let me ask you this question: Do you know how many 
consultants the Budget Bureau presently employs? 

Mr. Barnes. Would you repeat the question. 

(The reporter read back the question.) 

Mr. Barnes. No; I have no knowledge. What I am pointing out 
is Mr. Wenzell, not coming under the Defense Production Act, is 
subject to the same conflict of interest statute as anybody else work- 
ing for the Government. Isn’t that the way it should be? 

Mr. Maerz. Wouldn’t it have been possible for this Executive 
order to have been broadened so as to regulate the conduct of indi- 
viduals like Mr. Wenzell and other consultants in the Budget Bureau, 
the Department of Defense, Department of the Army, Department 
of the Navy, Department of the Air Force and so on, particularly 
those people in the Defense Establishment occupying procurement 
positions ? 

Mr. Barnes. Will you read the question, Mr. Reporter ? 

(The reporter read back the question.) 

Mr. Barnes. Well, I don’t see that there is any purpose in issu- 
ing additional coverage to a situation where an expert and consul- 
tant is subject to the same conflict of interest disabilities that exist 
for any other man in Government. Why should you put him in any 
separate higher or lower class? 

Mr. Materz. In other words, it is your position that existing laws 
regulating the conduct of experts and consultants in the categories 
that I have enumerated are sufficient ? 

Mr. Barnes. That is exactly what we are trying to get into here. 
I don’t know. We are trying to study it to find out who they are and 
what they do. 

Now, you asked a question just a few minutes ago about these WAE’s 
experts in the Bureau of the Budget. There are six of them and 
they are employed under title 5, U nited States Code, section 55 (a), 
the general statute. 

Mr. Materz. Do you have the figures now for the Defense Depart- 
ment and its constituent agencies ? 

Mr. Barnes. Yes. There are 197 in Defense, 237 in the Air Force, 
401 in the Army, 98 in the Navy. 

Mr. Harkins. How many WOC’s in the Defense Department are 
not covered by the Defense Production Act? 

Mr. Barnes. WOC’s not covered ? 

Mr. Harkins. By the Defense Production Act. 

Mr. Barnes. In what branch ? 

Mr. Harkins. In the Defense Department. 

Mr. Barnes. Department of Defense, 185; Air Force, 11; Army, 21; 
Navy, 23. 

Mr. Harkins. How many in full-time operating positions ? 
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Mr. Barnes. I don’t know. 

Mr. Harkins. Shouldn’t there be some check on their activities? 

Mr. Barnes. Before we leave this subject, let me point out that I 
don’t want to be misinterpreted as saying that the present conflict of 
interest statutes are the answer to the entire problem. I point out that 
the Attorney General, more than a year ago, recommended to Con- 
gress that there be a tightening up of the conflict of interest statutes. 
I believe Mr. Keating had something to do with that bill. 

Mr. Keartine. The Attorney General has approved a bill of mine, 
Judge Barnes, in that regard, and I haven’t been able to get a hearing 
before this committee on my bill. 

Mr. Barnes. That is exactly right, and it was introduced—— 

The CHarrman. What does the bill do, Mr. Keating? 

Mr. Keatinc. Well, in order to make the record 

Mr. Barnes. Would you like a copy of it ? 

The CHarrMan. I will have the bill inserted in the record. 

(The bill referred to is as follows:) 


[H. R. 784, 84th Cong., 1st sess.] 


A BILL To revise the laws relating to the claims and services of former employees in 
matters affecting the Government of the United States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 283 of title 18 of the United 
States Code is amended to read as follows: 

“$288. Officers or employees interested in claims against the Government 

“Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof, or of the Senate or House of Representatives, acts as an 
agent or attorney for anyone in connection with any proceeding, contract, claim, 
controversy, charge, accusation, arrest, or other matter in which the United 
States is a party or directly or indirectly interested, or aids or assists anyone 
in connection therewith otherwise than in the proper discharge of his official 
duties, or receives any gratuity, or any share of or interest in any such proceed- 
ing, contract, claim, controversy, charge, accusation, arrest, or other matter 
in consideration of assistance rendered anyone in connection therewith, shall 
be fined not more than $10,000 or imprisoned not more than two years, or both. 

“Retired officers of the Armed Forces of the United States, while not on active 
duty, shall not by reason of their status as such be subject to the provisions of 
this section. Nothing herein shall be construed to allow any such retired officer 
after his retirement to act as agent or attorney in connection with any proceed- 
ing, contract, claim, controversy, charge, accusation, arrest, or other matter in 
which the United States is a party and which involves the department in whose 
service he holds a retired status, or to allow any such retired officer to act as 
agent or aitorney in connection with any proceeding, contract, claim, con- 
troversy, charge, accusation, arrest, or other matter involving any subject mat- 
ter with which he was directly connected while he was in an active-duty status. 

“This section shall not apply to any person because of his membership in the 
National Guard of the District of Columbia nor to any person specially excepted 
by enactment of Congress.” 

(b) Section 284 of such title is amended to read as follows: 


“§ 284. Disqualifications of former officers and employees in matters connected 
with former duties 

“Whoever, having been employed in any agency of the United States, including 
commissioned officers assigned to duty in such agency, after the time when such 
employment or service has ceased, knowingly prosecutes or acts as counsel, at- 
torney, or agent for anyone in connection with any proceeding, contract, claim, 
controversy, charge, accusation, arrest, or other matter in which the United 
States is a party, involving any subject matter directly connected with which 
such person was so employed or performed duty, shall be fined not more than 
$10,000 or imprisoned not more than two years, or both.” 
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Sec. 2. (a) Section 19) of the Revised Statutes is repealed. 

(b) Section 113 of the Renegotiation Act of 1951 is repealed. 

Mr. Barnes. I would be glad to make an explanation of it. 

Mr. Keatina. I move its favorable approval, Mr. Chairman. 

The CHarrMAN. I believe that I agree with you, but I would like to 
know more about it. 

Mr. Keating, I want to say this. I don’t want any misapprehen- 
sions from my previous statement. The chairman of this committee 
has a tremendous responsibility and a great volume of work and he 

can’t keep track of all the legislation that is before us. He has been 
extremely courteous and thoughtful i in referring to subcommittees for 
hearings any legislation which I have introduc ed and has on more than 
one occasion supported this kind of legislation of mine, and I am very 
appreciative. 

The Cuairman. I don’t think I can live up to all those nice things 
you have said about me. 

Mr. Keatine. I thought you were going to say you would support 
me when I was right, but I appreci: ite your remarks. 

Mr. Barnes. May I say, for the purpose of the record, that the bill 
referred to is H. R. 784, introduced by Mr. Keating on January 5, 1955. 
This bill closely followed the provisions of H. R. 10000, which was 
introduced at the previous session of Congress by Mr. Reed of Illinois 
on July 22,1954. Both bills were referred to the judiciary and I don’t 
think anything has happened since then. 

The CHAIRMAN. Refresh my recollection, Judge Barnes. What is 
the purport of this bill; generally ? 

Mr. Barnes. Well, this legislation is intended to prohibit former 


Government personnel from acting as private representatives in mat- 
ters in which they have taken action for the Government during their 
Government service. 

At the present time, the applicable criminal statute prohibits such 
action only for a period of 2 years, after quitting Government service. 
More importantly, the court recently stated that the ees ap- 


plies only when the subsequent proceedings involve a claim for money 
or property against the United States. The court held that a prohibi- 
tion against switching sides does not apply where the proceedings 
involved regulation by a Government agency. The bill really fol- 
lows Canon 36 of the Canon Ethics of the American Bar Association. 

Mr. Keating. That is designed primarily to meet those who leave 
the Government and then used their previous Government employment 
improperly. It followed the dismissal by the court here of an indict- 
ment of a former Government official on the ground that what he did 
was not a “claim” against the United States. “He was ac ting or alleged 
to have been acting in an inconsistent capacity following his employ- 
ment but it wasn’t in the nature of a claim and, therefore, was not 
covered. It seemed to me that that was a definite loophole in the law 
which should be plugged by action of this committee. 

The CHarrman. I want to say, Judge Barnes, that I didn’t totally 
disregard this bill. That bill has been referred by me to Subcommittee 
No. 2. 
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Mr. Keatinc. Could the chairman of this subcommittee assist the 
author of the bill in getting some proper recognition ¢ 

The Cuairman. I will be very happy to. The usual course followed 
in the Judiciary Committee is to have bills referred, if the chairman 
believes there is merit in the bill. So the mere fact that I referred 
the bill indicates there is merit in the bill. 

Mr. Keatrne. The merit might have been more clearly delineated if 
the chairman had referred it to the subcommittee of which he is the 
chairman, where we could discuss the matter. If it would not be in- 
appropriate, I would ask that the chairman recall it and refer it to 
Subcommittee No. 5 which deals with conflicts of interest ? 

The CHarrMan. Now you are going to get me into a conflict with 
the chairman of Subcommittee No. 2. Can you get his concurrence 
to have it rereferred ? 

Mr. Keating. Oh, I think so. 

Mr. Barnes. May I just state that this clarifies and broadens in 
seven different essentials the existing statute. I would like to say 
that in submitting his recommendation the Attorney General is quoted 
as saying: 

A person in an official position, whether temporary, technical, or advisory, 
should certainly not be permitted any opportunity to exploit his official position 
in connection with the particular matters on which he has passed. 

The CuHatrman. Of course, that bill I certainly would approve of 
and will help Mr. Keating get it through our committee. I will do 
all Tecan reasonably on that. But I don’t think that that bill naturally 
would touch a case like the Wenzell or similar cases and I wonder 
whether or not you wouldn’t be willing to ade ina yourself to cover- 
ing cases similar to the Wenzell case, by way of an Executive order. 
I imagine we are going to study that. 

Mr. Keatine. This bill has got a lot of teeth in it that an Executive 
order doesn’t have. This bill makes it a criminal offense if you run 
afoul of it. 

Mr. Barnes. I don’t propose to discuss the Wenzell case 

The Cuatrman. The bill, with all its teeth, applies only to those 
who were formerly employees. 

Mr. Barnes. That’s right. It is only one of the conflict-of-interest 
bills. 

The CuarrmMan. It doesn’t go beyond that, and I wonder whether 
you wouldn't address yourself to these other phases of the matter? 

Mr. Barnes. All right, I would like to finish the statement, if I may. 

The CHarrMan. Yes. 

Mr. Barnes. First, as table II (a) reveals, and with your permis- 
sion, I will deliver table I, table II (a), which is a breakdown of 
WOC’s appointed under authority other than the Defense Production 
Act, and table II (b), which is a breakdown of WAE’s appointed 
under authority other than the Defense Production Act. May those 
three be in the record, Mr. Chairman ? 

The CHarrman. Yes, they will be accepted in the record. 

(The tables referred to are as follows :) 
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TaBLe III.—Statutes other than the Defense Production Act which permit em- 
ployment of WOOC’s or WAE’s and permit exemption from conflict of interest 
statutes 





Number 

Department or agency ee eee Statute 

WOC’s|' WAE’s 
| 


Department of Defense 153 | 50 U. 8. C. 405 (b) 


(b) Service of an individual as a member of any 
such advisory committee, or in any other part-time 
capacity for a department or agency hereunder, shall 
not be considered as service bringing such individual 
within the provisions of secs. 281, 283, or 284 of title 18, 
unless the act of such individual, which by such 
section is made unlawful when performed by an 
individual referred to in such section, is with respect 
| to any particular matter which directly involves a 
| department or agency which such person is advising 
or in which such department or agency is directly 
| interested. (As amended Sept. 3, 1954, ch. 1263, sec. 
8, 68 Stat. 1228.) 





Central Intelligence Agency 
Department of Defense 5 U.S. C. 171 (v) 





The Secretary of Defense is authorized to employ 
| not to exceed 10 persons of outstanding experience and 
| ability without compensation; and he is authorized 
to provide by regulation for the exemption of such 
| persons from the operation of secs. 281, 283, 284, 434, 
| and 1914 of title 18 and sec. 99 of this title. Persons 
appointed under the authority of this section may be 
| allowed transportation and not to exceed $15 per 
diem in lieu of subsistence while away from their 
homes or regular places of business pursuant to such 
|} employment. (Jan. 6, 1951, ch. 1213, ch. VII, sec. 
| 704, 64 Stat. 1235.) 


Atomic Energy Commission |. 42 U.S. C. 2203 


The members of the General Advisory Committee 
established pursuant to sec. 2036 of this title and the 
members of advisory boards established pursuant to 

|} sec. 2201 (a) of this title may serve as such without 

| regard to the provisions of secs. 281, 283, or 284 of title 

| 18, except insofar as such sections may prohibit any 
such member from receiving compensation in respect 

| of any particular matter which directly involves the 
Commission or in which the Commission is directly 

| interested. (Aug. 1, 1946, ch. 724, sec. 163, as added 
Aug. 30, 1954, 9:44 a. m. e. d. t., ch. 1073, sec. 1, 68 
Stat. 951.) 





Mr. Barnes. First, as table II (a) reveals, some 41,000 of the ap- 
proximately 101,000 WOC’s in the Federal Government are employed 
by the Selective "Service System. This is the largest single Go of 
WOC’s in any Government agency. Of these 41 000 WoC s, some 
15,000 are local selective service board members. These WOC’s 
register, classify, and order the induction of draftees into our coun- 
try’s armed services. Some 10,500 more WOC’s are used by selective 
service boards to assist draftees in filling out questionnaires and other 
forms. An additional 9,000 are medical advisers to local boards. 
Finally, some 4,200 of these 41,000 selective service WOC’s serve as 
Government appeals agents. Their job is to represent the Govern- 
ment in app Deals proceedings by registrants. So much for the some 
41,000 WOC’s employed by Selective Service. 

Let us examine next the some 38,000 WOC’s employed by the Vet- 
erans’ Administration. This is the second largest group of WOC’s 
employed by any Government agency. More than 28,000 of these 
are Grey Ladies, Red Cross helpers, arts and crafts workers, and 
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physical therapy students. Another 2,100 provide nursing service 
and some 3,400 more are chaplains. 

Well, we have talked about 78,000 of the 101,000 WOC’s in Govern- 
ment. Further, let us consider the some 16,000 WOC’s Agriculture 
employs. About 13,500 of these are employed by the Federal Ex- 
tension Service. These are joint employees of the Department of 
Agriculture and land-grant colleges and universities. Their job is 
to help carry out agric cultural education programs. They give lec- 
tures and answer questions by farmers throughout the country, as well 
as teach agricultural students. Another 2,000 of Agriculture’s 16,000 
WOC’s work for the Agricultural Research Service. Their job is 
to advise on problems related to research on the production and use of 
agricultural products. They also help to enforce plant and animal 
quarantines, to control and “eradicate insect pests plaguing animals 
and plants, and to improve meat inspection procedures. 

Mr. Maerz. Judge Barnes, I wonder whether your statement. in- 
cludes the number of WOC’s employed under author ity other than 
the Defense Production Act by the military agencies to which I have 
alluded, and the Budget Bureau. Is that in your statement? 

Mr. Barnes. I am coming to it; yes, sir. We also have a table 
on that. 

By now, then, we have touched on some 95,000 of the 101,000 WOC’s 
in the Federal Government. Let us look at some more. 

Another 2,250 WOC’s are employed by the Department of Health, 
Education, and Welfare. They aid collection of vital Federal sta- 
tistics on births, deaths, and communicable diseases. These WOC’s 
are at the same time employees of various State and local health 
agencies. Finally, 2,000 more WOC’s the Department of the Interior 
employs as United States deputy game wardens. Their job is to 
insure that hunters ranging the woods are adequately equipped with 
licenses, safe firearms, and brightly colored garments. These 2,000 
WOC’s complete my outline of duties assigned to about 100,000 of the 
some 101,000 WOC’s in the Federal Government. 

What about this remaining 1,000 WOC’s? Among this last 1,000 
WOC’s, I feel I should point out, are some 34 wives of forest rangers. 
These ladies are made WOC’s by the Department of Agriculture so 
that in case of emergency they may aid their husbands in protecting 
our country’s forests. by driving Department of Agriculture vehicles. 

Mr. Materz. I repeat my question, Judge. 

Mr. Kratina. He is coming down to your question; isn’t he ? 

Mr. Maerz. I don’t believe so. You finished WOC’s. You did 
not list in your statement the WOC’s and consultants I was referring 
to. 

Mr. Barnes. If you will look on page 14, which I am coming to 
next, you will note there I am going to give you a table listing them. 

So much for WOC’s employed under authority other than the 
DPA. What about the 10,000 non-DPA experts and consultants? Of 
this number, some three- fourths, or 7,500, are consulting physicians 
and dentists employed by the Veterans’ Administration to provide 
medical care for hospitalized veterans. Another 613 doctors are em- 
ployed by the Public Health Service to advise on problems in the vari- 
ous medical fields. 

This narration of duties assigned the great majority of non-DPA 
WOC’s and WAE’s highlights the rationale, and I believe, the wisdom 
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of the order’s coverage. Because of the essential differences in em- 
ployment, on the one hand, of WOC’s under the DPA, and, on the 
other, of WOC’s such as Grey Ladies, draft board members, or medi- 
cal men under other acts, this order was intentionally drawn to cover 
only WOC’s and experts and consultants under the DPA. 

Suggestions, for example, that the same limitations on employ- 
ment as well as filing and publication requirements imposed on DPA 
WOC’s be extended to all WOC’s can only have been made without 
knowledge of the facts. 

Mr. Maerz. I am not aware that anybody ever made that sugges- 
tion. 

Mr. Barnes. Well, I am glad there is agreement. Mr. Celler said: 

It is regrettable the order does not cover WOC’s experts and consultants ap- 
pointed under authority other than the Defense Production Act. 

Mr. Maerz. That’s right. Does that say that the order should 
cover all W¢ C's and experts and consultants? 

Mr. Barnes. No, but it doesn’t say it should not. It certainly leaves 
an implication that we are being criticized for not ineluding 
WOC’s—— 

Mr. Keatrine. This is the way the press picked it up and used it 
all across this count Y 

The Cuarrman. I don’t think the press release said I wanted this 
Executive order applied to game wardens and draft boards. 

Mr. Keatinc. They didn’t day that in so many words, but that is 
what the gentleman said when he made that statement. 

The CrHarrman. That just isn’t so. 

Mr. Keatine. That was the indication of it. 

The Cuatrman. Usually the press faithfully states what is in the 
minds of our Judiciary Committee when they m: ake statements. 

Mr. Keating. That’s right, and if they repeated that very sequence 
that is what would be understood from it. 

The CHarrMan. Wait just a minute. I am sure nobody indicated 
that these thousands of employees in the Government, in these tem- 
porary, transitory positions should be covered. 

Mr. Keatina. The wives of the forest rangers are going to be after 
the gentleman hammer and tongs if they have to sign anything. 

The CuamMan. Forgive me for saying it, but this is just a lot of 
malarkey. 

Mr. Barnes. Mr. Chairman, I think with all due deference to 
what. you intended, I don’t think you expressed in your public state- 
ment what you now say. I think that you now agree with me that this 
order should not extend to all WOC’s experts and consultants. 

Mr. Maerz. Judge Barnes, does this order cover WOC’s employed 
in the Defense Department, Army, Navy, Air Force, Budget Bureau, 
and so forth? 

Mr. Barnes. Under the Defense Production Act. 

The Cuarrman. Only? 

Mr. Barnes. Yes. 

Mr. Matetz. It does not cover the WOC’s employed under other 
than the Defense Production Act; does it? 

Mr. Barnes. That is correct. They have no conflict-of-interest 
exemption. 
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The Cuarrman. Those are the ones that I think should be covered, 
and those are the ones that I embraced in my statement as I think 
you know. 

Mr. Barnes. I would suggest that if they have done something 
wrong, they could be prosecuted under the conflict-of-interest 
statutes. 

Mr. Keratine. Or the gentleman in his statement might have said 
of the 101,000 other WOC’s in Government, a few hundred should 
also be included under this Executive order, something less than 1,000. 

That would have been an accurate statement, instead of trying 
to bring in the Grey Ladies, Selective Service, or creating the im- 
pression there were many WOC’s in Government that weren’t cov- 
ered by the order that should have been. That is the part that is 
objectionable, it seems to me. I don’t want to hold the gentleman 
up on issuing press releases. 

Mr. Maerz. With respect to the press release issued by the White 
House, it did not indicate, did it, that the order applied to only 
550 people? 

Mr. Barnes. No number was stated; no. 

Mr. Matrrz. No number was stated in the press release itself? 

Mr. Barnes. No. 

Mr. Maerz. And is it not correct that a White House spokesman 
was quoted as having said that this order applied to persons like Mr. 
Wenzell? 

Mr. Barnes. I read in the paper that a gentleman on the White 
House staff made that statement and immediately thereafter I re- 
ceived several phone calls from reporters indicating whether that was 
my understanding, to which I replied it was not. 

The CuarrMan. That was bully for you. It wasn’t bully for the 
White House spokesman. 

Mr. Barnes. Well, I just don’t know who or what is the White 
House spokesman. 

The Cuatrman. Probably Mr. Hagerty. 

Mr. Krattna. I don’t think you can draw any such distinction as 
that unless it was Mr. Hagerty’s statement. 

The Cuarrman. Mr. Hagerty issued the press release. 

Mr. Barnes. As I understand the situation, a reporter asked a 
question, “Does this apply to the situation such as Mr. Wenzell?” 
and I am informed by the press that Mr. Hagerty vaguely nodded his 
head in an affirmative manner. 

Mr. Keatine. Mr. Hagerty is not a lawyer? 

Mr. Barnes. That is correct. That is what I thought. 

DPA financial filing requirements are so irrelevant to duties as- 
signed the great bulk of non-DPA WOC’s and experts and consult- 
ants that blanket extension of DPA’s restrictions would make a com- 
plete joke of any financial filing requirement. 

Especially so since the DPA scheme for limitations on employment, 
certification demands, and financial publication requirements are 
made necessary by the limited conflict-of-interest exemption granted 
WOC’s and experts and consultants. They serve as a substitute safe- 
guard for the conflict-of-interest statutes which the DPA waives. 
They make sense only where some conflict-of-interest exemption has 
been specified. And, I emphasize, the DPA is the principal statute 
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providing any significant conflict-of-interest exemption under which 
numbers of men likely to have business interests are employed as 
WOC’s and experts and consultants. 

I now refer to note 5 which states for the record : 

For the record I submit table III. This table lists statutes permitting employ- 
ment of WOC’s and WAE’s and providing any significant exemption from any 
conflict-of-interest statute. It suggests that less than 250 of the more than 
101,000 non-DPA WOC’s employed by the Federal Government have any sig- 
nificant conflict-of-interest exemption. 

Mr. Maerz. Do not some of those 250 occupy rather high positions ? 

Mr. Barnes. That is something that I am not prepared to answer. 

Mr. Maerz. Particularly in the Defense Department Office of Sup- 
ply and Logistics. 

Mr. Barnes. We are talking about 250 people that, in the wisdom of 
Congress, have been given certain exemptions defined by Congress 
under acts other than the DPA. 

The Cuatrman. But wouldn’t you say, Judge, there are about, 
roughly, 1,000 who are employed by various departments other than 
under the authority of the Defense Production Act? 

Mr. Barnes. I don’t think it is that much because you have to take 
into consideration, as I am just trying to tell you gentlemen, that there 
are at least 250 additional WOC’s where Congress has set up a specific 
exemption other than that provided for in the Defense Production Act. 

The CuHarrman. I gather here there are about 1,000 other than those 
vou have mentioned who are employed by the Department, other than 
under the authority of the Defense Production Act. 

Mr. Barnes. I think it is less than 250, sir. 

The Cuarrman. Have you any idea how much less? 

Mr. Barnes. Well, our last count was 233. 

The Cuarrman. Two hundred and thirty-three. 

Mr. Barnes. May I finish this? 

Mr. Marerz. Judge, may I interject with this one further question ? 
With respect to these 233 I think you have testified that they are ex- 
empted by Congress from the conflict-of-interest statutes. 

Mr. Barnes. Some of them are; yes. Well, I think that this will 
be given in my statement. 

Mr. Maerz. If you can’t answer that question at the moment, let 
me ask this further question: Would it not have been possible for an 
Executive order to have been issued regulating the conduct from a 
conflict-of-interest standpoint of these 233 ? 

Mr. Barnes. That raises a qeustion as to whether or not it is neces- 
sary. If you will let me finish, I will point out that Defense has already 
done that with a great many; some at least. It can be handled in that 
manner by the agency itself. 

I repeat, the suggestion that less than 250 of the more than 101,000 
non-DPA WOC’s employed by the Federal Government have any 
significant conflict-of-interest exemption. Six of these less than 250 
non-DPA WOC’s with a significant conflict-of-interest exemption, 
employed by the Department of Defense, are covered by restrictions 
paralleling Executive Order 10182. 

I assume that the agency having paralleled 10182 will bring up 
to date its requirements, by paralleling the new Executive order that 
takes the place 
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Mr. Maerz. Do you feel that an agency order has the stature of an 
Executive order ¢ 

Mr. Barnes. I beg your pardon ? 

Mr. Maerz. Do you feel that an agency order has the stature of 
an Executive order ¢ 

Mr. Barnes. I don’t think that it necessarily has the stature, but 
I point out that the Department of Defense, under title 5, United 
States Code, section 171 (v), is the only one who is authorized to 
employ not to exceed 10 persons of outstanding ability and to issue 
regulations. 

Now that is a congressional enactment. That takes it away from 
any necessity on our part to consider it because Congress again, in 
its wisdom, has passed this just as it has the other statutes I mentioned 
in this table ITT. 

Mr. Matrrz. Let me ask you a question on a related subject? 

Mr. Keattna. Let’s finish this statement here. 

Mr. Barnes. You see, sometimes Congress, in its wisdom, says the 
President shall issue exemptions. That is what it did in the Defense 
Production Act. 

In these other acts it sets forth that someone else shall make ex- 
emptions. The three statutes covering Defense, Central Intelligence 
Agency, and the Atomic Energy Commission are set forth in table III. 

Mr. Kratine. Congress has never delegated to this committee 
power to grant those exemptions. 

Mr. Barnes. That’s correct. 

Forty-one more WOC’s, employed by the Central Intelligence 
Agency, are engaged in security operations which might be thwarted 
were they even formally known as Government employees. In some 
areas we have to recognize the particular problems that don’t need 
repeating. And, finally, 153 of these 243 WOC’s are exempt, not 
from title 18, United States Code, sections 434 and 1914, as are DPA 
WOC’s, but only from title 18, United States Code, sections 281, 283, 
and 284. 

Mr. Materz. Do you know what position each of these 153 occupy 
in Government ? 

Mr. Barnes. I do not, sir. As I intended to imply, that is a ques- 
tion that we hope to get into, but what we are trying to find out first 
is where we are, who and where this problem exists. 

Mr. Kratrne. You had to find that out before you could pro- 
mulgate this order. 

Mr. Barnes. That’s right. 

Mr. Keating. And do it intelligently, and probably that leads up 
to your second point about the criticism directed at you and the 
administration for not getting this order out quicker. 

The Cuatrman. Oh, no, the criticism is not directed against Judge 
Barnes for whom we have the most affectionate regard. 

Mr. Kratine. You might have that, but—— 

The Cuairman. Judge Barnes, I am quite sure, has been resisting 
from stem to stern on this matter. He has not had an easy task of it. 

Mr. Maerz. Judge Barnes, with respect to these 390 WOC’s who 
are covered by the Executive order, are most of them in the Depart- 
ment of Commerce ? 

‘ Mr. Barnes. Two hundred and three are in the Department of 
ommerce. 
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Mr. Mau ETz. Mr. Honeywell testified yesterday that there are only 
33 WOC's in on Department of Commerce. 

Mr. Barnes. I think that vou will have to check the dates of our 
report. 

Mr. Marerz. As of yesterday. 

Mr. Barnes. I dont want to be facetious here, but I think you 
will find in these figures they were, including in the report to us 
WOC’s who were not acting at all, that hadn’t been acting for some 
3 months, 6 months, 9 months, but were in what was called a cadre 
of possible aid in times of emergency. 

Mr. Keatinc. Maybe that is the reserve the chairman is speaking of. 

Mr. Barnes. Maybe that is, I don’t know. 

Mr. Keatine. Inactive reserve. 

Mr. Maerz. Mr. Honeywell testified that they have now abandoned 
that roster entirely, and therefore they have only 33 WOC’s left. 

Mr. Barnes. I think that might be a more accurate figure than 
the figure that I have used, but we have to use figures that are sub- 
mitted to us by the Government agency. 

Mr. Marerz. And what is the tirure again, Judge? 

Mr. Barnes. Our figure here is 203 WOC’s authorized under 
710 (b). 

Mr. Maerz. Two hundred and three by the Department of Com- 
merce ? 

Mr. Barnes. Now let me say this: That 203 has to be divided into 
the WOC’s that are in advising or consulting assignments of which 
I understand there are 170, and which there was re ported to us that 
there were 33 with other than advisory and consultative assignments. 

Mr. Maerz. Doing some speedy arithmetic on the basis of Mr. 
Honeywell's testimony yesterday, I calculate that the total number of 
people affected by this Executive order are 384. That includes WOC’s 
and consultants and experts. Would that be correct ? 

Mr. Barnes. I don’t understand. 

Mr. Maerz. Well, your figure shows 203 WOC’s in the Depart- 
ment of Commerce. 

Mr. Barnes. May I just make sure that Mr. Honeywell was not 
referring to WOC’s who were not limited to advising or consulting. 

Mr. Maerz. He said the total number of WOC’s (and he was 
asked that question on at least 2 occasions) the total tech of WOC’s 
presently employed by his agency and covered by the Executive order, 


oo 


comprises some 33 individuals. 

Mr. Barnes. Well then, I would say 

Mr. Keatinc. Would you refer me to the page in the record ? 

Mr. Barnes. I think that the obvious answer to that is that the 
same figure 33 applies in a report made to us as to WOC’s with other 
than advising or consulting assignments, which would indicate that 
he is referring to—— 

Mr. Maerz. We will get his testimony. 

Mr. Keatrne. I don’t want to hold it up. Maybe one of the others 
could find that. 

Mr. Maerz. Well, if Mr. Honeywell’s testimony is correct, and if I 
am correct in stating his testimony, then would it not be right that this 
Executive noe now covers 384 people? 

Mr. Barnes. I don’t know. I don’t want to answer a hypothetical 
question. You have got two ifs in there. 
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Mr. Marerz. We will come back to it in a few moments. 

Mr. Barnes. All right. Now, if I may proceed. 

Finally, underscoring the wisdom of limiting this order’s coverage 
to DPA WOC’s and experts and consultants are considerations of 
legislative-executive comity. Congress, as table II indicates, has 
provided for the employment of WOC’s and experts and consultants 
in a variety of different statutes, some 30. The purpose and circum- 
stances of their employment vary from statute to statute. These 
differences would seriously complicate the task faced by any govern- 
mentwide order aiming at uniform standards. 

Mr. Matetz. Judge Barnes, we have that reference, page 1769, and 
the colloquy is as follows: 

Mr. Materz. About how many WOC’s does BDSA employ at the present time? 

Do you have it, Mr. Bicks? 

Mr. Bicxs. Yes. 

Mr. Maerz. That is at page 1769: 

About how many WOC’s does BDSA employ at the present time? 

Mr. HONEYWELL. I believe the number of 33. 

Mr. Keatrna. That is BDSA, that is not Department of Commerce. 

Mr. Materz. I don’t believe they have any WOC’s—— 

Mr. Keatine. I thought the question—— 

Mr. Barnes, I think they do; that is the point. And I point out 


further you say: 
33 on an operating basis? 


Mr. HoNEYWELL. “Operating and consulting.” 


Mr. Maerz. “Operating and consulting.” 

Mr. Barnes. Yes. 

Mr. Keating. The question put to Judge Barnes was how many 
are in the Department of Commerce, and his answer was two hundred- 
odd. 


Mr. Maerz. Mr. Honeywell’s testimony continues: 


How many WOC’s does the Department of Commerce presently have on 
its rolls as advisers or consultants? 


Mr. HoNEYWELL. Well, they are included in the 33 that I have named. 


I don’t quite understand the next reference: 
I would not say specifically, I would estimate 4 or 5, possibly. 


So, therefore, according to Mr. Honeywell, as the committee under- 
stood his testimony yesterday, the total number of WOC’s in Com- 
merce is about 33 as compared to your figure of 203. 

Mr. Barnes. I would say what he testified to, in my interpretation, 
would be that there were 33 in operating-consulting capacities end 
4 or 5 as advisers or consultants, if those are mutually exclusive. 

Mr. Maerz. That’s right, so therefore wouldn’t you have to cut 
down the number of people covered by your order by some 160 or 
thereabouts ? 

Mr. Barnes. Well, if you are determining how many are subject 
to it now? 

Mr. Materz. Yes. 
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Mr. Barnes. Yes, if.there has been a change made you have taken 
out some WOC’s. They are no longer WOC’s and very obviously 
they are not under the order. 

Mr. Materz. There are about 384 or thereabouts now covered by 
your order; isn’t that right ? 

Mr. Barnes. Mathematics speak for themselves, if those facts are 
correct. 

Moreover, in no statute permitting employment of WOC’s or ex- 
perts or consultants beside the DPA has Congress specifically granted 
the President power to enact rules for their employment. And I 
think that is important, Mr. Chairman, if I may just interpolate 
there. Ithink you see my reasoning. 

Against this background, the conclusion seems warranted that any 
excursion by Executive order into the non-DPA WOC and non-DPA 
expert and consultant area should await some indication of congres- 
sional direction. 

The Cuarrman. In addition to indication of congressional direc- 
tion, isn’t there enough to indicate the need for you to go a bit fur- 
ther and consider whether or not the Executive order might well 
apply to some of these WOC’s and consultants that you have mentioned 
serving under authority other than the Defense Production Act? 

Mr. Barnes. In our examination of the whole WOC problem; yes. 
Of course, that is entirely apart from any supervision of WOC’s or 
inquiry to WOC’s under the DPA. 

Mr. Maerz. With respect to this order, the release accompanying 
the order states : 

The President today issued an order further controlling the employment under 
the Defense Production Act of persons of outstanding ability and experience 
serving without compensation—WOC’s and experts and consultants. 

Now, could you tell us what there is in the order which controls the 
employment of WOC’s over and above the restrictions imposed by the 
1955 Defense Production Act amendments? 

Mr. Barnes. That is exactly what I was discussing in the first 20 
pages or so. 

Mr. Materz. As I understood the import of your testimony, with 
respect to WOC’s, the one strengthening provision is the content of 
the statement which accompanies the certification. 

Mr. Barnes. I disagree with that entirely, and I don’t think I 
should goover it. Itisin the record. 

Mr. Keating. We have been all through that. 

Mr. Barnes. You may disagree with my conclusions, but my con- 
clusions are set forth there. I have pointed out several areas in 
which, in my opinion, there has been a strengthening and exercising 
of control. 

Mr. Maerz. Mr. Chairman, at this point I offer in evidence a study 
prepared by the staff showing in parallel columns a comparison be- 
tween the Defense Production Act of 1950 as amended on August 
9, 1955, and Executive Order 10647 of November 28, 1955. 

The Cuamman. That is a verbatim reproduction ? 

Mr. Materz. Yes. 

The Cuarrman. That will be accepted. 
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(The matter referred to is as follows:) 


Comparison between Defense Production Act of 1950 as amended August 
9, 1955, and Executive Order 10647 of November 28, 1955 


Executive order 


By virtue of the authority vested in me by the 
Defense Proeuction Act of 1950 (64 Stat. 798), as 
amended (50 U. S. C. App. 2051 et seq.), hereinafter 
referred to as the Act, it is hereby ordered as follows: 


Part [. DELEGATION OF AUTHORITY 


SEcTION 101. (a) There is hereby delegated to the 
head of each department or agency to whom fune- 


tions are delegated or assigned under the Act the | 


authority vested in the President by subsection 
710 (b) (1) of the Act to employ persons of outstand- 


ing experience and ability without co™npensation. | 


The authority delegated by this subsection shall not 
be redelegated. 

(b) There is hereby further delegated to the head 
of each such department or agency the authority 
vested in the President by subsection 710 (¢) of the 
Act to enploy experts and consultants or organiza- 


tions thereof. The authority delegated by this | 


subsection shall not be redelegated. 

Sec. 102. The head of each department or agency 
to whon authority is delegated by subsections 101 (a) 
and 101 (b) of this order shall be guided in the exercise 
of that authority by the following-described policies: 

(a) So far as possible, operations under the Act 
shall be carried on by full-time, salaried employees of 
the Government, and appointments under this 
authority shall, so far as possible, be to advisory or 
consiltative positions only. 

b) Appointments to positions other than advisory 
or consultative may be made under this authority 
only when the requirements of the position are such 





Defense Production Act 


Sec. 710. (b) (1) The President is further author- 
ized, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this 
Act, and subject to such regulations as he may 
issue, to employ persons of outstanding experienc 
and ability without compensation; 


Sec. 710. (c) The President is anthorized, to the 


| extent he deems it necessary and appropriate in 


order to carry out the provisions of this Act to em- 
ploy experts and consultants or organizations 
thereof * * *. 


Sec. 710. (b) (2) The President shall be guided 
in the exercise of the authority provided in this 


| subsection by the following policies: 


Src. 710. (b) (2) (i) So far as possible, operations 
under this Act shall be carried on by full-time, 
salaried employees of the Govermnent, and an- 
pointments under this anthority shall be to advi- 
sory or constiltative positions only. 

Sec. 710. (b) (2) (ii) Appointments to positions 


| other than advisory or consultative may be mack 


that the incumbent must personally possess out- | 


standing experience and ability not obtainable on a | 


full-time, salaried basis 

c) In addition to other requirements imposed by 
this order, the head of the department or agency 
involved shall, in the appointment of personne! and 
in assignment of their duties, take steps to avoid, to 
as great an extent as possible, any conflict between 
the Government duties and the private interests of 
such personne]. 

Sec, 103, (a) All persis appointed pursuant to the 
authority delegated by subsection 101 (a) of this order, 
or appointed pursuant to the authority delegated 
by subsection 101 (a) of Executive Order No. 10182 
of November 21, 1950, as amended by Executive 


Order No, 10205 of January 16, 1951, and still em- | 


ploved on the date of this order, shall, when policy 
matters are involved, be limited to advising appro- 
priate, full-time Government officials who are re- 
sponsible for making policy decisions. 


| 
b) All persons appointed pursuant to the au- 


thority delegated by subsection 101 (b) of this order, 
or appointed pursuant to the authority delegated by 
subsection 101 (b) of the said Executive Order No 
10182, as amended, and still employed on the date of 
this order, shall, when policy matters are involved, 
be limited to advising appropriate persons who are 
responsible for making policy decisions or who are 





authorized to make recommendations with respect to | 


policy matters, 
Part Il. EXEMPTIONS 


Sec. 201. Any person employed pursuant to the 
authority delegated by subsection 101 (a) of this 
order is exempted, with respect to such employment, 
by section 710 (b) (4) of the Act from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the 
United States Code, and section 190 of the Revised 
Statutes (5 U. S. C. 99) except that: 

(a) Exemption thereunder does not extend to the 
negotiation or execution, by such appointee, of Gov- 
ernment contracts with the private employer of such 
appointee or with any corporation, joint stock com- 
pany, association, firm, partnership, or other entity 
in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest; 


under this authority only when the requirements of 
the position are such that the incumbent must 
personally possess outstanding experience and 
ability not obtainable on a full-time, salaried basis 

Sec. 710. (b) (2) (iii) In the appointment of 
personnel and in assignment of their duties, the 
head of the department or agency involved shal! 


| take steps to avoid, to as great an extent as possible, 
| any conflict between the governmenta! duties and 


the private interests of such personnel. 


Sec. 710. (b) (3) Appointees under this subsection 
(b) shall, when policy matters are involved, be 
limited to advising appropriate full-time salaried 
Government officials who are responsible for 
making policy decisions, 


No statutory provision. 


Sec. 710. (b) (4) Any person employed under this 
subsection (b) is hereby exempted, with respect to 


| such employment, from the operation of sections 


281, 283, 284, 434, and 1914 of title 18, United States 
Code, and section 190 of the Revised Statutes (5 
U. 8. C. 99), except that 


Sec. 710. (b) (4) (i) exemption hereunder shall 
not extend to the negotiation or execution, by such 
appointee, of Government contracts with the pri- 
vate emplover of such appointee or with any cor- 
poration, joint stock company, association, firm, 
partnership, or other entity in the pecuniary 
profits or contracts of which the appointee has 
any direct or indirect interest; 





woc’s AND GOVERNMENT ADVISORY GROUPS 2189 


Comparison between Defense Production Act of 1950 as amended August 9, 1955, 


and Executive Order 10647 of November 28, 1955—Continued 


Executive order 


Part II. ExemptTions—Continue 


Exemption thereunder does ne é nd to ) { 4) (ii) exemption hereunder st 
nendation or t I } cti 10t . to making any recommendatior r 
ividual applic LtioT { e (ro ‘King an ction with respect to individual sppii- 

ef or assistance, on pe other i to the Government for relief or assistance, 

ivat loy f the i | or otherwise, made by the private em- 

iy ntee or by any corporation, 

: association, firm, partner- 

profits or cont ht ypointee has hi ther in the pecuniary profits or 

irect or indirect est ntract {wh he appointee has any d 


Exemptior ereund i f ' 7i i) exen 


proseecut 


the appointees 
y claims again he ‘ nment involvi yrosecution, of any clain 
atter concerning which ¢t ippointe j ne! ivolving any matter cor 
esponsibility during his ple > ‘ uy ny respons i during 
tion 101 (a) of is orde ing period of suct oy nt under this subsection, during the per 


employment and the further xi of two years yf su iployment and the further period 


after the termination of such employment: an after the rmination mp 
d) Exemption thereunder does not exter 
receipt or payment of salary in conn 
ippointee’s Government service 3 
ther than the private employer of t > at rvice hereunder from 
time of his appointment under subsection 101 (a » employer of t 
rf s order I ntment 
Sec. 202. Any person employed pursuant to the 
iuthority delegated by subsection 101 (t 1 
s hereby exempted, with respect to st 
ment, from the operation of sect 281, : 
of title 18 of the Ur d States ( 
of the Revised Stat ° 
a) Exemption hereunder shal] not extend 
egotiation or execution, by such ointee, of Gov- 
ernment contracts with the private employer of such 
appointee or with any corporation, joint stock com 
pany, association, firm, partnership, or other 
! profits or contracts of whi 
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Comparison between Defense Production Act of 1950 as amended August 9, 1955, 
and Executive Order 10647 of November 28, 1955—Continued 


Executive order 





Part III. CERTIFICATIONS, STATEMENTS, AND 
ReEeports—Continued 


(1) Describing the functions under the Act which 
the appointee is expected to perform and his respon- 
sibilities and duties in performing such functions; 

(2) Showing why the head of the department or 
agency has concluded that the duties of the position 
require outstanding experience and ability; 

(3) Showing the appointee’s experience and ac- 
complishments which justify the conclusion of the 
head of the department or agency that the employee 
has outstanding experience and ability; and 

(4) Setting forth a summary of the reasons why the 
head of the department or agency has been unable to 
obtain a person with the qualifications necessary for 
the position on a full-time, salaried basis. 

Sec. 302. (a) The heads of the departments or agen- 
cies making appointments pursuant to the authority 
delegated by subsection 101 (a) of this order shall, 
within thirty days from the date of appointment, 
file with the Federal Register Division for publica- 
tion in the Federal Register a statement including: 

(1) The name of the appointee; 

(2) the name of the employing department of 
agency; 

(3) the title of the appointee’s position; and 

(4) The name of the appointee’s private employer 
or employers. 

(b) All persons appointed pursuant to the author- 
ity delegated by subsection 101 (a) of this order shall, 
within thirty days from the date of the appointment, 
file with the Federal Register Division for publica- 
tion in the Federal Register a statement listing: 

(1) The names of any corporation of which he is, 
or within 60 days preceding his appointment has 
been, an officer or director; 

(2) The names of any corporation in which he 
owns, or within 60 days preceding his appointment 
has owned, any stocks, bonds, or other financial 
interests; 

(3) The names of any partnerships in which he is, 
or within 60 days preceding his appointment has 
been, a partner; and 

(4) The names of any other businesses in which he 
owns, or within 60 days preceding his appointment 
has owned, any similar interest. 

(c) At the end of each succeeding six-month period, 
the appointee shall file with the Federal Register 
Division for publication in the Federal Register a 
statement showing any changes in such interests 
during such period. 

(d) As used in this section: 

(1) The term ‘‘owns”’ or “‘has owned” refers to any 
legal or equitable, vested or contingent, interest, how- 
ever held. The names of corporations, partnerships, 
or other businesses in which a legal interest is owned 
by the appointee in a fiduciary capacity shall be listed 
only when any beneficiary is the spouse, parent, 
child, brother, or sister of the appointee, The names 
of corporations, partnerships, or other businesses in 
which an equitable interest is owned by the appointee 
shall be listed only when the appointee controls, or 
participates in the control of, the legalinterest. How- 
ever, the name and nature of the legal interest shall 
be specified when the appointee owning an equitable 
interest does not control, or participate in the con- 
trol of, the legal interest. 

(2) The term ‘‘other financial interests’? includes 
any direct or indirect interests in the pecuniary profits 
or contracts of corporations, partnerships, or other 
businesses, including salaries, commissions, bonuses, 
options, retirement benefits, severance pay, or like 
interests, but excludes insurance policies of insurance 
companies in which the sole interest of the appointee 
is that policy. 
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Sec. 710. (b) (6) The heads of the departments 
or agencies making appointments under this sub- 
section (b) shall file with the Division of the Fed- 
eral Register for publication in the Federal Reg- 
ister a statement including the name of the ap- 
pointee, the employing department or agency, the 
title of his position, and the name of his private 
employer, and the appointee shall file with such 
Division for publication in the Federal Register a 
statement listing the names of any corporations of 
which he is an officer or director or within sixty 
days preceding his appointment has been an 
officer or director, or in which he owns, or within 
sixty days preceding his appointment has owned, 
any stocks, bonds, or other financial interests, and 
the names of any partnerships in which he is, or 
was within sixty days preceding his appointment, 
a partner, and the names of any other businesses 
in which he owns, or within such sixty-day period 
has owned, any similar interest. At the end of 
each succeeding six-month period, the appointee 
shall file with such Division for publication in the 
Federal Register a statement showing any changes 
in such interests during such period. 


No statutory provision. 
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Comparison between Defense Production Act of 1950 as amended August 9, 1955, 
and Executive Order 10647 of November 28, 1955—Continued 


Executive order Defense Production Act 


— 
| 
| 


Part III. CERTIFICATIONS, STATEMENTS, AND 
ReEports—Continued 


thority delegated by subsection 101 (a) or 101 (b) of | authority of this subsecticn may be allowed trans- 
this order may be allowed transportation and not to | portation and not to exceed $15 per diem in lieu of 
exceed $15 per diem in lieu of subsistence while away | subsistence while away from their homes or regular 
from their homes or regular places of business pur- | places of business pursuant to such appointment. 
suant to such appointment. Persons employed pur- Sec. 710. (ec) * * * Individuals so employed may 
suant to the authority delegated by subsection 101 (b) | be compensated at rates not in excess of $50 per 
of this order may also be compensated at rates not in | diem and while away from their homes or regular 
excess of $50 per diem. places of business they may be allowed transporta- 
| tion and not to exceed $15 per diem in lieu of sub- 

sistence and other expenses while so employed. * ** 

Sec. 305. (a) At least once every three months the | Skc. 710. (b) (7) At least once every tees months 
Chairman of the Civil Service Commission shall sur- | the Chairman of the United States Civil Service 
vey appointments made under the Act. Suchsurvey | Commission shall survey appointments made 
shall include the following: under this subsection and shall report his findings 

(1) A determination whether a statement with | to the President and the Joint Committee on 
respect to each person appointed pursuant to sub- | Defense Productien and make such recommenda- 
section 101 (a) of this order has been filed by the head | tions as he may deem proper. 
of the department or agency concerned in accordance | 
with the requirements of subsections 302 (a) of this 
order; 

(2) A determination whether each person ap- | 
pointed pursuant to the said subsection 101 (a) has 
filed a statement in accordance with the requirements 
of subsection 302 (b) of this order; 

3) A determination whether each person ap- | 
pointed pursuant to subsection 101 (a) of this order 
who has served six months or more has filed a state- | 
ment in accordance with the requirements of sub- 
section 302 (c) of this order; 

(4) A determination whether a statement with 
respect to each person appointed pursuant to sub- 
section 101 (a) of Executive Order No. 10182, as | 
amended by Executive Order No. 10205, has been | 
filed by the head of the department or agency con- 
cerned in accordance with the requirements of section 
304 of this order; 

(5) A determination whether each person appointed 
pursuant to subsection 101 (a) of the said Executive 
Order No. 10182, as amended, has filed a statement in 
wcordance with the requirements of section 394 of this | 
order; and 

(6) An inspection of individual department and 
agency files to determine whether the certifications 
ind the statements required by subsections 301 (a 
and (b), respectively, of this order have been made. 

(b) A report of each such survey shall be made by | 
the Chairman of the Civil Service Commission to the 
President and to the Joint Committee on Defense 
Production and shall include the following | 

(1) A statistical report showing the number of ap- | 
pointments made pursuant to the authority of this 
order by each department or agency for the three- | 
month period covered the total number of such ap- 
pointees on the rolls of each department or agency, the 
number of employees serving in advisory or consulta- 
tive positions, and the number of appointees who are | 
serving in other than consultative or advisory posi- | 
tions; 

(2) A list of the namesof all appointees for whom the 
statements required by section 302 of this order have 
not been filed, and a Jist of the names of all appointees | 
for whom the certification required by subsection 
‘01 (a) of this order has not been made; and 

(3) Such comments or recommendations as the | 
Chairman of the United States Civil Service Com- | 
mission may deem proper. 


Sec. 303. Persons employed pursuant to the au- Sec. 710. (b) (8) Persons appointed under the 
| 
| 
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Mr. Materz. I also offer in evidence at this point a copy of Executive 
Order 10647 together with the accompanying press release. 
The Cuamman. That will all be accepted in the record. 
(The matter referred to is as follows :) 


Tue Wuite House Orrice 


Gettysburg, Pa. 


The President today issued an Executive order further controlling the em- 
ployment under the Defense Production Act of persons of outstanding ability 
and experience serving without compensation, WOC’s, and experts and con- 
sultants. 

The President emphasized the “continuing need in our mobilization program 
for the employment of men with special industrial knowledge, experience and 
skill to augment the work of regular Government employees. This order re- 
quires WOC’s and experts and consultants to abide by the same high standards 
of ethical conduct which are demanded of all Government officials.”’ 

Heretofore (1) department and agency heads assigned Defense Production 
Act functions have been empowered by the President to employ WOC’s and 
experts and consultants, (2) persons so employed have been granted a limited 
waiver of the conflict of interest laws, (3) the duties which may be performed 
by the persons so employed have been circumscribed, (4) the head of the em- 
ploying agency has been required to certify the necessity of each WOC appoint- 
ment and to file certain information concerning the appointee with the Federal 
Register, and (5) the Chairman of the Civil Service Commission has been 
directed to make a survey each 3 months of appointments of WOC’s and experts 
and consultants. 

Under legislation enacted at the last session of the Congress, as implemented 
and supplemented by today’s Executive order, these arrangements are strength- 
ened and improved in the following principal respects : 

(1) It is required that experts and consultants shall, when policy matters 
are involved, be limited to advising appropriate persons serving the Govern- 
ment. This limitation will continue to apply to WOC’s. 

(2) The exemption granted experts and consultants from the conflict of in- 
terest laws does not extend to making any recommendation or taking any action 
with respect to individual applications to the Government for relief or assistance, 
made by the private employer of the appointee or by any entity in the pecuniary 
profits or contracts of which the appointee has any direct or indirect interest. 
Heretofore the exemption has extended to such applications except those under 
the Defense Production Act of 1950, as amended; under today’s order it does not 
extend to such applications under any statute. This change parallels the change 
made in respect of WOC’s by the recent statute. 

(3) The content of the required certification of the head of the employing 
department or agency respecting WOC appointees has been elaborated so as to 
specify the functions to be performed by the appointee, the necessity for appoint- 
ing a WOC, the experience and accomplishments of the appointee, and the rea- 
sons for inability to fill the position on a full-time salaried basis. 

(4) The statement required to be filed with the Federal Register by the head of 
the appointing department or agency in connection with WOC appointments will 
be required to be published in that publication. 

(5) Each WOC appointee is required to file, for publication in the Federal 
Register, a statement listing his connections with corporations, partnerships, 
and other businesses, including the names of any corporations in which he owns. 
or within 60 days preceding his appointment has owned, any stocks, bonds, or 
other financial interests. The appointee will be required to file, each 6 months, 
a statement concerning any changes therein. 

Today’s order culminates a 9-month, governmentwide, intensive study, con- 
ducted under the direction of the Attorney General, of the numerous problems in- 
volved in Government employment of WOC’s and experts and consultants. 


EXECUTIVE ORDER 10647 
PROVIDING FOR THE APPOINTMENT OF CERTAIN PERSONS UNDER THE DEFENSE 
PropucTion Act oF 1950, AS AMENDED 


By virtue of the authority vested in a by the Defense Production Act of 
1950 (64 Stat. 798), as amended (50 U. S. C. App. 2061 et seq.), hereinafter re- 
ferred to as the act, it is hereby ordered as ciehoen, 
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PART I. DELEGATION OF AUTHORITY 


Sec. 101. (a) There is hereby delegated to the head of each department 
or agency to whom functions are delegated or assigned under the act the authority 
vested in the President by subsection 710 (b) (1) of the act to employ persons 
of outstanding experience and ability without compensation. The authority 
delegated by this subsection shall not be redelegated. 

(b) There is hereby further delegated to the head of each such department 
or agency the authority vested in the President by subsection 710 (c) of the 
act to employ experts and consultants or organizations thereof. The authority 
delegated by this subsection shall not be redelegated. 

Sec. 102. The head of each department or agency to whom authority is dele- 
gated by subsections 101 (a) and 101 (b) of this order shall be guided in the 
exercise of that authority by the following-described policies: 

(a) So far as possible, operations under the act shall be carried on by full- 
time, salaried employees of the Government, and appointments under this 
authority shall, so far as possible, be to advisory or consultative positions only. 

(hb) Appointments to positions other than advisory or consultative may be 
made under this authority only when the requirements or the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time, salaried basis. 

(ec) In addition to other requirements imposed by this order, the head of the 
department or agency involved shall, in the appointment of personnel and in 
assignment of their duties, take steps to avoid, to as great an extent as possible, 
any conflict between the Government duties and the private interests of such 
personnel. 

Sec. 103. (a) All persons appointed pursuant to the authority delegated by 
subsection 101 (a) of this order, or appointed pursuant to the authority dele- 
gated by subsection 101 (a) of Executive Order No. 10182 of November 21, 
1950, as amended by Executive Order No. 10205 of January 16, 1951, and still 
employed on the date of this order, shall, when policy matters are involved, be 
limited to advising apropriate, full-time Government officials who are responsible 
for making policy decisions. 

(b) All persons appointed pursuant to the authority delegated by subsection 
101 (b) of this order, or appointed pursuant to the authority delegated by sub- 
section 101 (b) of the said Executive Order No. 10182, as amended, and still 
employed on the date of this order, shall, when policy matters are involved, be 
limited to advising appropriate persons who are responsible for making policy 
decisions or who are authorized to make recommendations with respect to 
policy matters. 

PART II. EXEMPTIONS 


Sec. 201. Any person employed pursuant to the authority delegated by sub- 
section 101 (a) of this order is exempted, with respect to such employment, by 
section 710 (b) (4) of the act from the operation of sections 281, 283, 284, 434, 
and 1914 of title 18 of the United States Code, and section 190 of the Revised 
Statutes (5 U. S. C. 99) except that: 

(a) Exemption thereunder does not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(b) Exemption thereunder does not extend to making any recommendation or 
taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
of the appointee or by any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest: 

(ce) Exemption thereunder does not extend to the prosecution by the appointee, 
or particpation by the appointee in any fashion in the prosecution of any 
claims against the Government involving any matter concerning which he 
appointee had any responsibility during his employment under subsection 101 | a) 
of this order during the period of such employment and the further period of 
2 years after the termination of such employment; and 

(d) Exemption thereunder does not extend to the receipt or payment of salary 
in connection with the appointee’s Government service from any source other 
than the private employer of the appointee at the time of his appointment under 
subsection 101 (a) of this order. 


67271—56—pt. 364 
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Seo, 202. Any person employed pursuant to the authority delegated by sub- 
section 101 (b) of this order is hereby exempted, with respect to such employ- 
ment, from the operation of sections 281, 283, and 284 of title 18 of the United 
States Code, and section 190 of the Revised Statutes (5 U. 8. C. 99), except that: 

(a) Exemption hereunder shall not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, part- 
nership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest; 

(b) Exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer ot 
the appointee or by any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest; and 

(c) Exemption hereunder shall not extend to the prosecution by the appointee, 
or participation by the appointee in any fashion in the prosecution, of any claims 
against the Government involving any matter concerning which the appointee had 
any responsibility during his employinent under subsection 101 (b) of this order 
during the period of such employment and the further period of 2 years after 
the termination of such employment . 


PART III. CERTIFICATIONS, STATEMENTS, AND REPORTS 


Sec. 301. (a) Appointments made pursuant to the authority delegated by sub- 
section 101 (a) of this order shall be supported by written certification by the 
head of the employing department or agency ; 

(1) That the appointment is necessary and appropriate in order to carry out 
the provisions of the act; 

(2) That the duties of the position to which the appointment is being made 
require outstanding experience and ability; 

(3) That the appointee has the outstanding experience and ability required 
by the position; and 

(4) That the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

(b) The certification required by subsection (a) of this section shall be 
accompanied by a statement: 

(1) Describing the functions under the act which the appointee is expected 
to perform and his responsibilities and duties in performing such functions; 

(2) Showing why the head of the department or agency has concluded that the 
duties of the position require outstanding experience and ability ; 

(3) Showing the appointee’s experience and accomplishments which justify 
the conclusion of the head of the department or agency that the employee has 
outstanding experience and ability; and 

(4) Setting forth a summary of the reasons why the head of the department 
or agency has been unable to obtain a person with the qualifications necessary 
for the position on a full-time, salaried basis. 

Sec. 302. (a) The heads of the departments or agencies making appointments 
pursuant to the authority delegated by subsection 101 (a) of this order shall, 
within 30 days from the date of appointment, file with the Federal Register 
Division for publication in the Federal Register a statement including: 

(1) The name of the appointee ; 

(2) The name of the employing department or agency ; 

(3) The title of the appointee’s position ; and 

(4) The name of the appointee’s private employer or employers. 

(b) All persons appointed pursuant to the authority delegated by subsection 
101 (a) of this order shall, within 30 days from the date of the appointment, file 
with the Federal Register Division for publication in the Federal Register a 
statement listing: 

(1) The names of any corporation of which he is, or within 60 days preceding 
his appointment has been, an officer or director ; 

(2) The names of any corporation in which he owns, or within 60 days pre- 
ceding his appointment has owned, any stocks, bonds, or other financial interests; 

(3) The names of any partnerships in which he is, or within 60 days preceding 
his appointment has been, a partner; and 

(4) The names of any other businesses in which he owns, or within 60 days 
preceding his appointment has owned, any similar interest. 
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(c) At the end of each succeeding 6-month period, the appointee shall file with 
the Federal Register Division for publication in the Federal Register a statement 
showing any changes in such interests during such period. 

(d) As used in this section: 

(1) The term “owns” or “has owned” refers to any legal or equitable, vested 
or contingent, interest, however held. The names of corporations, partnerships, 
or other businesses in which a legal interest is owned by the appointee in a 
fiduciary capacity shall be listed only when any beneficiary is the spouse, parent, 
child, brother, or sister of the appointee. The names of corporations, partner- 
ships, or other businesses in which an equitable interest is owned by the appointee 
shall be listed only when the appointee controls, or participates in the control of, 
the legal interest. However, the name and nature of the legal interest shall be 
specified when the appointee owning an equitable interest does not control, or 
participate in the control of, the legal interest. 

(2) The term “other financial interests” includes any direct or indirect in- 
terests in the pecuniary profits or contracts of corporations, partnerships, or 
other businesses, including salaries, commissions, bonuses, options, retirement 
benefits, severance pay, or like interests, but excludes insurance policies of 
insurance companies in which the sole interest of the appointee is that policy. 

Sec. 303. Persons employed pursuant to the authority delegated by subsection 
101 (a) or 101 (b) of this order may be allowed transportation and not to exceed 
$15 per diem in lieu of subsistence while away from their homes or regular places 
of business pursuant to such appointment. Persons employed pursuant to the 
authority delegated by subsection 101 (b) of this order may also be compensated 
at rates not in excess of $50 per diem. 

Sec. 304. All appointments under 710 (b) (1) and 710 (c) of the act shall be 
made under the terms of this order. All persons heretofore appointed under 
subsection 101 (a) of Executive Order No. 10182, as amended by Executive Order 
No. 10205, who are still employed on the date of this order shall comply with 
this part, and, upon compliance, shall be deemed for all purposes to have been 
appointed under this order and to be subject to its provisions, including the pro- 
visions of subsections 302 (a) and 302 (b) relating to statements required 
thereby, except that statements relating to appointments made under subsection 
101 (a) of Executive Order No. 10182, as amended, shall be filed within 30 days 
from the date of this order. 

Sec. 305. (a) At ieast once every 3 months the chairman of the Civil Service 
Commission shall survey appointments made under the act. Such survey shall 
include the following: 

(1) A determination whether a statement with respect to each person ap- 
pointed pursuant to subsection 101 (a) of this order has been filed by the head 
of the department or agency concerned in accordance with the requirements of 
subsection 302 (a) of this order ; 

(2) A determination whether each person appointed pursuant to the said 
subsection 101 (a) has filed a statement in accordance with the requirements of 
subsection 302 (b) of this order; 

(3) A determination whether each person appointed pursuant to subsection 
101 (a) of this order who has served 6 months or more has filed a statement in 
accordance with the requirements of subsection 302 (c) of this order; 

(4) A determination whether a statement with respect to each person ap- 
pointed pursuant to subsection 101 (a) of Executive Order No. 10182, as amended 
by Executive Order No. 10205, has been filed by the head of the department or 
agency concerned in accordance with the requirements of section 304 of this 
order ; 

(5) A determination whether each person appointed pursuant to subsection 
101 (a) of the said Executive Order No. 10182, as amended, has filed a statement 
in accordance with the requirements of section 304 of this order; and 

(6) An inspection of individual department and agency files to determine 
whether the certifications and the statements required by subsections 301 (a) 
and (b), respectively. of this order have been made 

(b) A report of each such survey shall be made by the Chairman of the Civil 
Service Commission to the President and to the Joint Committee on Defense 
Production and shall include the following: 

(1) A statistical report showing the number of appointments made pursuant 
to the authority of this order by each department or agency for the 3-month 
period covered, the total number of such appointees on the rolls of each depart- 
ment or agency, the number of employees serving in advisory or consultative 
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positions, and the number of appointees who are serving in other than consultative 
or advisory positions ; 

(2) A list of the names of all appointees for whom the statements required by 
section 302 of this order have not been filed, and a list of the names of all ap- 
pointees for whom the certification required by subsection 301 (a) of this order 
has not been made; and 

(83) Such comments or recommendations as the Chairman of the United States 
Civil Service Commission may deem proper. 

Sec. 306. Executive Order No. 10182 of November 21, 1950, and Executive 
Order No. 10205 of January 16, 1951, are hereby revoked. 


[S] Dwicur D. E1s—ENHOWER. 
Tue WHItTE House, November 28, 1955. 


Mr. Barnes. Second, beyond the issue of coverage, why did 118 
days elapse between the passage of the 1955 amendment and the pub- 
lication of this order? 

The first ready answer is the breadth of the surveys and material 
today put in the record. All this had to be gathered before the 
order could be finalized. Further, some of the 1955 DPA amend- 
ments involved terms and concepts not contained in previous DPA 
acts. These the new order spells out. Problems like the definitions 
of “owns” and “has owned.” How should “financial interest” be 
defined? Time was required for their solution. 

Mr. Maerz. In connection with that definition, I was a little bit 
confused. The last sentence of section 302 (d) (1) says: 

However, the name and nature of the legal interest shall be specified when 
the appointee owning an equitable interest does not control or participate in 
the control of the legal interest. 

T find difficulty reconciling that sentence with the preceding sen- 
tence: 

The names of corporations, partnerships, or other businesses in which an 
equitable interest is known by the appointee shall be listed only when the 
appointee controls or participates in the control of the legal interest. 

Mr. Barnes. The second sentence is intended to cover the trust 
officer situation. The third sentence is intended to cover the situa- 
tion where you are trustee and beneficiary, and the fourth is where 
you are beneficiary but with no control over the trust. 

Mr. Materz. It says: 

When the appointee owning an equitable interest does not control or participate 
in the control of the legal interest. 

Mr. Barnes. That’s right. Suppose you have a trust and you are 
a beneficiary of it. You have got to list the name of the trust. You 
have no legal control over it, but you have a beneficial interest. Those 
definitions are very carefully drawn out, and, I point out your mis- 
understanding, with all due respect, Mr. Maletz, indicates how diffi- 
cult some of these problems were. 

Mr. Matetz. This is a question of definition. 

Mr. Barnes. That’s right, exactly. 

Mr. Materz. Suppose the appointee owning an equitable interest 
does control or participate in the control of the legal interest ? 

Mr. Barnes. Then he has got to list under the third sentence the 
names of corporations, partnership, or business in which an equitable 
interest is owned by the appointee, since the appointee controls or 
participates in the control. 

Mr. Maerz. Thank you. 
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Mr. Keating. If we had had our distinguished counsel working on 
this too, instead of 118 days it might have been 1: 20, there are so 
many different points of view. 

Mr. Barnes. I would put him in the same category with me and 
my staff. He would come out about 118 days even, I think. 

‘Third, more broadly, circulation of any complex order throughout 
numerous interested agencies is always time consuming. Fourth, 
although the DPA was extended for only a year, it may be on the 
books for much longer than that. And so long as it is, it is likely that 
this order, or one like it, will be needed. W ith this potentially long 
life of the order in mind, the time required for its drafting hardly 
seems unreasonably long. 

Finally, most important, the time lapse between August and Novem- 
ber will in no way thwart the design of the DPA. True, no financial 
statements were filed while the order was drafted. This was done 
because we were anxious that all financial filings be uniform and com- 
plete—as the law requires. 

Mr. Maerz. Do you know whether the financial filings which have 
been published in the Federal Register last Saturday are actually 
uniform ? 

Mr. Barnes. They are comparatively uniform; yes. They are not 
precisely uniform. But I think they each contain reference to the 
essential allegations that are required by the order. 

Mr. Marerz. What ch: ange 

Mr. Barnes. I see, for example, that some of them specified real 
estate. Now under the act and under the order, if the real estate is 
owned as a business, it has to be disclosed. But if you just own your 
home, you don’t have to disclose it. That is one of the things that 
we had to meet in trying to establish a reasonable set of rules. 

Mr. Maerz. Under the definitions 

Mr. Barnes. May I suggest, Mr. Maletz, that one of the gentlemen 
with whom we conferred wanted to know if it wouldn’t be proper, 
since they had to list all of their assets, to list the amount of money 
they owed to the bank, as well as the amount they had in the bank. 
We thought that would be taking uniformity to the nth degree, be- 
cause everybody would have that, so we rejected that contention. 

Mr. Maerz. Apart from the definitions in section 302 (d), defini- 
tions relating to the term “owns” or “has owned” and the term 
“other financial interest,” in what respect do the provisions of the Exec- 
utive order relating to filing requirements differ from the statutory 
provisions ? 

Mr. Barnes. That whole thing is new. 

Mr. Materz. I said apart from the definitions, in what respects do 
the filing requirements of the Executive order differ from the filing 
requirements of the statute / 

Mr. Barnes. Only that they are set up under what we think is a 
little better method to permit the filing 

Mr. Materz. Is there any substantive difference between them ? 

Mr. Barnes. No; in 302 (b), the exact language, as closely as is 
possible, as that set forth in 710 (b) (6) was used and followed. 

Mr. Maerz. Therefore, the statute itself set up a uniform filing 
requirement, if you will. 

Mr. Barnes. Sure, it set up some uniform filing requirements, but 
we thought they needed some definition. 
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Mr. Matrrz. I see. The change made was to set up definitions. 

Mr. Barnes. As far as this is concerned. 

Mr. Maerz. Yes, as far as filing. 

Mr. Barnes. I point out little things, Mr. Maletz. For example, 
if you look at subsection 4 of 302 (a), the way that the act was passed, 
‘it said that there should be supplied the name of the appointee’s 
private employer. We thought that it would be wise to just add two 
little words, “or employers.” 

Mr. Materz. In other words, you add “or employers’’? 

Mr. Barnes. Yes. 

Mr. Kerattne. It might be very significant. 

Mr. Barnes. It might be extremely significant. It may be a very 
little thing, but I think it indicates some of the care that was used in 
trying to draft an order that was adequate and, at the same time, was 
livable as far as individuals who come down here, and offer their serv- 
ices to the Government, are concerned. We have got to always keep 
in mind that we can’t make this procedure so onerous and so burden- 
some that you are going to prevent the Government from getting 
proper advice from the ¢ itizenry of the country. 

Mr. Marerz. So, if I understand correctly, the only additions the 
order makes to the filing requirements set forth in the August 9, 1955, 
amendments, was to add the term “or employers’ > and to add defini- 
tions of the terms “owns” or “has owned,” and the term “other finan- 
cial interests” ; is that correct ? 

Mr. Barnes. That is correct. 

Mr. Krarrne. And let me say this to you, Judge Barnes: That I 
would be inclined to estimate that if the chairman of this committee 
set out to draw up a set of rules governing conflict of interest for 
Members of Congress—and I get back to my original thesis that the 
same must apply to them as to people in the executive branch—it 
would take well over 118 days to get something that would have 
any chance of being accepted by a majority of the Congress. 

Mr. Barnes. I think it would take longer than that to pass it, Mr. 
Chairman. 

The Cuatrman. If Mr. Barnes were left alone and not importuned 
by many officials in other departments who were in opposition, I 
think he would have had it finished in less than 118 days. 

Mr. Barnes. I think I should say that, on the whole, Mr. Chairman, 
I received splendid cooperation from all the Government executive 
branches. There have been differences of opinion in some areas, 
which we would expect, and which we commented on before, but there 
has been speedy cooperation in our endeavor to come up with some- 
thing. 

The Cuarman. I don’t want to delve too deeply into this, but 
would you say that Mr. Weeks and his entourage supported your 
view wholeheartedly ? 

Mr. Barnes. Well, that is something I don’t believe I should com- 
ment on. I think there has been some difference of opinion between 
Commerce and the Antitrust Division of the Department of Justice, 
but nothing that has not been the subject of a fairminded discussion 
around the table in an attempt to reconcile our views. 

Mr. Maerz. Judge Barnes, do you know why it was that these 
agencies which were required by a statute passed on August 9 to 
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submit filing requirements for publication in the Federal Register, 
waited until December 3 to submit that information ? 

Mr. Barnes. I think for the principal reason that this is a “ae 
which the average general counsel for—well, perhaps I shouldn’t s: 
that—let’s say that some of the individuals that had the obligation 
to see to the filing didn’t quite understand the statute. Now I could 
see nothing worse as far as the use, the beneficial use, of WOC’s is 
concerned. 

Now we must assume that there are benefits to be derived from 
that—and I think we can all agree that there are—and that it is a 
very important area that must be preserved. 

I could personally see nothing worse than every executive agency 
setting up itself exactly how it is going to submit these figures as to 
the ow rnership and the various interests that they have. 

I suggested to the Attorney General that there should be uni- 
formity, in that uniformity is important to make this work. And I 
assumed the responsibility of requesting the Attorney General to 
request, and he did so request, the other agencies to withhold action 
under the new Defense Production Act until an Executive order could 
be signed. 

Mr. Materz. You are speaking about filing by WOC’s them- 
selves, which requirement is set forth, of course, in the statute. What 
about the head of the agency? Section 710 (b) (6) requires that 
heads of the departments or agencies dialtone appointments under 
subsection B 

Mr. Barnes. May I point out, Mr. Maletz—I think I have your 
point—you see, we required something additional from the heads of 
the agencies, over and beyond the filing. 

Mr. Marevz. Oh, you mean by the addition of the words, “or em- 
ployers” ¢ 

Mr. Barnes. No, no. We required this statement to accompany 

Mr. Marerz. But does that statement have to be filed 

Mr. Barnes. No, it does not, but it certainly has to be prepared. 
You shouldn’t have two operations and, furthermore, until we decide 
that there must be a certificate, there must be an embellishment to 
the certificate; we can’t give piecemeal instructions to these various 
agencies. 

“Mr. Materz. The reason I asked the question is this: Section 302 
(a) of the Executive order is the same as section 710 (b) (6) of the 
act. 

Mr. Barnes. With one minor exception. 

Mr. Marerz. With one exception “or employers.” That being the 

case, I was a little puzzled as to why the heads of the agencies them- 
selves couldn’t have submitted this information for publication i in the 
Federal Register before an Executive order was issued, and I think 
your point of view is 

Mr. Barnes. Because of the accompanying statement, we thought 
it should all be——— 

Mr. Maerz. You wanted to have a one-package operation ? 

Mr. Barnes. Right. 

Mr. Materz. Very well. 

Mr. Barnes. Toward this end, we requested that financial filings 
await completion of this order’s instructions. 
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I think it is only fair to every other executive agency, and i 
should be aa that if there is any person to be castigated for 2 Aa 
I should assume that responsibility because I felt that the interests 
of uniformity overcame the advantages that might be gained by any 
haphazard rules and regulations. 

3ut any delay in the order’s publication in no way cuts down on 
financial data to be published. Any WOC hired before August 1, 
1955, and employed on the date the order became effective would be 
required to file for publication before December 28, 1955, a list of 
his financial interests. He is further required to file the 6 months’ 
report of changes. In like fashion, any WOC hired between August 
and the date of this order will file for publication before December 
28, 1955, his financial interests as of the date he was hired—with 
changes for the preceding 60 days. So it is that I can assure you that 
in my opinion the new order complies fully and fairly with the con- 
gressional design. 

Finally, I turn br iefly to this Department’s review of the exemption 
under Defense Production Act section 708, accorded the voluntary 
agreement for foreign petroleum supply. This review, 1955 DPA 
amendments require. Thus, the act provides (section 708 (b) (2)) 

* * * The Attorney General shall review each of the voluntary agreements 
and programs covered by this section, and the activities being carried on there- 
under, and, if he finds, after such review and after consultation with the Di- 
rector of the Office of Defense Mobilization and other interested agencies, that 
the adverse effects of any such agreement or program on the competitive free- 
enterprise system outweigh the benefits of the agreement or program to the 
national defense, he shall withdraw his approval in accordance with subsection 
(d) of this section. 

DPA section 708 (d) further provides that: 


Upon withdrawal of any request or finding made hereunder, or upon with- 
drawal by the Attorney General of his approval of the voluntary agreement or 
program on which the request or finding is based, the provistons of this section 
shall not apply to any subsequent act or omission to act by reason of such 
finding or request. 

From this it seems clear that new section 708 requires “weighing” 
defense against antitrust considerations. For all but two of the 
outstanding voluntary programs under section 708, this task has 
been completed, and the required report made to Congress, and made 
on time, may I say, Mr. Chairman, and that, perhaps, is one of the 
reasons we don’t get around to doing some of these other things. 

Prime remaining issues relate to this voluntary agreement for 
foreign petroleum supply. Regarding these issues, the Attorney 
General in his November 9, 1955, DPA report to Congress promised 
“a prompt final determination.” 

Under the present agreement, approved by the Attorney General 
June 1, 1953, at least two types of activities are authorized. 

Thus, section 2 of the agreement provides: 

What this agreement does.—This is a voluntary agreement under section 708 
of the Defense Production Act of 1950, as amended (64 Stat. 818). This agree- 
ment authorizes the formation of a committee and subcommittees to gather 
for the use of the Government of the United States such information relating 
to foreign petroleum products as may be requested by the Government, and, 
upon request of the Government, to consider and make recommendations de- 
signed to prevent, eliminate, or alleviate shortages of petroleum supplies in 
friendly foreign nations which threaten to affect or which do affect adversely 
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the defense mobilization interests or programs of the United States. It estab- 
lishes procedures under which persons engaged in foreign petroleum operations 
and participating in this agreement can take cooperative action requested or 
approved by the Government as hereinafter set forth among themselves or with 
appropriate designated agencies, committees, or other persons to accomplish 
the objective of this agreement. 


Both, it has been strongly urged, are necessary for defense. 
The first activity authorized is the preparation of plans of action 
to, in the language of the present agreement— 


prevent, eliminate, or alleviate shortages of petroleum supplies in freindly 
foreign nations * * *. 


Under this present agreement, that is, the agreement of June 1, 1953, 
and I am making that explicit because there was, of course, a pre- 
vious agreement, no plans of action have been proposed. Should 
any be proposed, the agreement requires they be submitted for the 
Attorney General’s approval before going into effect. 

Agreement, section 6 (e) provides: 


If the plan of action is approved by the Administrator, he will submit it to 
the approprite Government agencies in accordance with section 708 of the Defense 
Production Act of 1950, as amended. 

Accordingly, as to this aspect, no antitrust objections aspects arise. 
Nor can they ‘unless and until such a plan of action becomes a subject 
for discussion. A careful examination of all minutes of this com- 
mittee, which seems to have been carefully kept as to agenda, indicate 
no reason or clue to believe that such a plan of action has been or is 
being presently considered. 

The second activity consists of gathering and evaluating informa- 
tion and statistics. These presently relate to petroleum forecasts. 
storage facilities, and consumption. From this second activity anti- 
trust questions arise. 

The problem here stems from the possibility of tacit agreement or 
overt pressure by agreement participants, which include 14 of the 
principal oil producers, to abide by their production estimates. The 
effect would then be to make production estimates, in effect, production 
quota agreements. 

This possibility for abuse my be real. For agreement participants 
include 5 of the principal defendants and 6 more of the alleged co- 
conspirators in our oil cartel suit. And, contrary to our suggested 
standard, the agreement does not provide for a Government chairman. 

I am convinced, personally, of the importance to our national de- 
fense of the data gathered. Frankly, I am not as yet convinced this 
same data could not be obtained by a process not so fraught with 
possibility for antitrust abuse. Accordingly, we are at present ex- 
ploring, and I can say we have for some time been exploring, with 
the Office of Defense Mobilization and the Departments of Interior 
and Defense alternative ways of utilizing the same sources to gather 
the same data while avoiding antitrust problems. In other words, 
we desire to insure for the Government the same necessary results, 
but are hopeful that it may be accomplished by other and different 
means. 

I understand the necessity for prompt decision. But the de- 
fense importance of the problems involved requires most careful 
deliberation and judgment, and the utilization of vast information 
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and judgment of various experts. The risks and responsibilities are 
large, and I am fully cognizant of their importance and size. 

Mr. Harkins. Judge Barnes, with respect to those petroleum vol- 
untary agreements, I believe there is another one, is there not, that 
is also— 

Mr. Barnes. The tanker agreement ? 

Mr. Harxtns. The tanker agreement. 

Mr. Barnes. Yes. 

Mr. Harkins. That hasn’t been operative, has it? 

Mr. Barnes. No. 

Mr. Harkins. In fact, it hasn’t been operative since June of 1953. 

Mr. Barnes. We have to get into the question of what you mean by 
operative. If by operative you mean to produce a plan of action you 
are correct that it has not been operative. However, they have held 
meetings, and the purpose of the metings was not to discuss a plan, 
and the minutes so show, but to enable the Government to have a group 
with knowledge of the subject ready, willing and able, to meet—in 
other words, a standby proposition. 

Mr. Harxrns. Well, the tanker agreement doesn’t provide for 
plans of action, does it? 

Mr. Barnes. No; it doesn’t provide plans of action, but that is its 
purpose—a plan of action to supply enough tankers so that they can 
get the gasoline, and oil where they want it at the time they want it. 

Mr. Harkins. What activities are they doing? 

Mr. Barnes. We are informed that they are doing nothing other 
than the desire on the part of those responsible for the tanker agree- 
ment to maintain a standby committee that need not be initiated ex- 
cept in event of emergency, but which is ready to act at any time. 

Mr. Harkins. Are there any activities being undertaken under this 
agreement whereby the participants have antitrust immunity, that is, 
the tanker agreement ? 

Mr. Barnes. I don’t exactly know what you mean by immunity. 
There is the immunity given to the participants in the meeting to- 
gether. That immunity they enjoy. 

Mr. Harkins. So it is only when there are meetings of the parti- 
cipants in the tanker capacity planning that there is any antitrust 
immunity ? 

Mr. Barnes. That is my belief; yes. 

Mr. Harkins. Are those meetings chaired by Government officials? 

Mr. Barnes. I understand that they are. 

Mr. Harkrns. Do the participants have any opportunity to call 
their own meetings, in the tanker agreement ? 

Mr. Barnes. Opportunity ¢ 

Mr. Harkins. Are they authorized to call meetings on their own ? 

Mr. Barnes. It is my understanding they are not. I wouldn’t say 
they didn’t have the opportunity, because that is a pretty broad word. 

Mr. Materz. Judge Barnes, we will get back to the Executive order 
and then Mr. Harkins might have a number of other questions per- 
taining to these agreements in the petroleum industry. 

First, does the Executive order contain any provision regulating 
the permissible activities of a WOC appointed to a key full-time oper- 
one, position affecting the industry and company from which he 
came 
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Mr. Barnes. The restrictions are set forth in 201 (a), (b), and (c). 

Mr. Materz. 201 (a), (b), and (c) are almost exactly the same, 
aren’t they, as sections 710 (b) (4), sections 710 (b) (4) i and iii? 

Mr. Barnes. They are exactly the same. 

Mr. Maerz. Exactly the same? 

Mr. Barnes. Correct. 

Mr. Maerz. So therefore, the Executive order does not go beyond 
the provisions of the statute? 

Mr. Barness. It couldn’t, 

Mr. Materz. That’s right. I think possibly we should go into this 
Executive order section by section. Section 101 (a) authorizes the 
President to employ persons of outstanding experience and ability 
without compensation; is that correct? 

Mr. Barnes. You are talking about the act, or the order? 

Mr. Materz. The order; section 101 (a). 

Mr. Barnes. Yes; it does. 

Mr. Maerz. Is there any difference between 101 (a) and 710 (b) 1? 

Mr. Barnes. Yes; the last sentence, as I pointed out to you before. 

Mr. Keatrine. Are we going back all over this thing? 

Mr. Materz. In other words, the change is this addition “the 
authority delegated by this subsection shall not be redelegated.” 

Mr. Barnes. That is correct. 

Mr. Maerz. But apart from that, there is no difference between 
them. 

Mr. Barnes. Not in 101 (a). 

Mr. Maxerz. I am dealing with those provisions of the Executive 
order relating to WOC’s. The next provision is section 102. 

Mr. Barnes. As I have told you, 102 (a) (b)—— 

Mr. Matetz. As for section 102, before we get to (a), is there any 
difference between section 102 and section 710 (b) of the Defense 
Production Act ? 

Mr. Barnes. No. 

Mr. Matetz. Is there any difference between section 102 (a)—— 

Mr. Barnes. Excuse me; may we go back? Section 102 applies 
by reference to 101 (b)—experts and consultants. 

Mr. Materz. Yes; with that one change. I am just speaking about 
WOC’s now. 

Mr. Barnes. That’s right. 

Mr. Maerz. Is there any difference between section 102 (a) and 
710 (b) (2) (i)? 

Mr. Barnes. Nor between (b). 

Mr. Materz. Is there any difference between section 102 (b) and 
710 (b) (2) (11)? 

Mr. Barnes. No; none. 

Mr, Matetz. Is there any difference between section 102 (c) and 
710 (b) (2) (iii)? 

Mr. Barnes. Yes: the added emphasis in the first line. 

Mr. Materz. Let’s read it: 

In addition to other requirements imposed by this order, the head of the depart- 
ment or agency involved shall, in the appointment of personnel and the assign- 
ment of their duties, take steps to avoid, to as great an extent as possible, any 
conflict between the Government duties and the private interests of such 
personnel. 
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Section 710 (b) (iii): 


In the appointment of personnel and in the assignment of their duties, the head 
of the department or agency involved shall take steps to avoid, to as great an 
extent as possible, any conflict between the governmental duties and the private 
interests of such personnel. 

Is that correct ? 

Mr. Barnes. I presume you have read it correctly, sir. 

Mr. Maerz. Is there any difference in substance between section 
103 and 710 (b) (3)? 

Mr. Barnes. Yes; it is made retroactive. 

Mr. Maerz. Made retroactive to August 1. 

Section 201 relates to conflict of interests of WOC’s personnel. 
Is that correct, Mr. Barnes? 

Mr. Barnes. What section are you referring to? 

Mr. MALETz. Section 201 of the Executive order, (a), (b), and (ce). 

Mr. Barnes. Those are the exemptions that, of course, the order 
had to contain because they are in the act. 

Mr. Maerz. Right, so in other words section 201 (a), (b), and 
(c) relating to conflict of interest matters involving woc personnel 
are virtus ally a word-for-word restatement of the statute, are they not ? 

Mr. Barnes. Yes, and so is (d) which you didn’t mention. 

Mr. Maerz. And section 201 (d) is a word for word restatement 
of the statute, is it not? 

Mr. Barnes. Except for the reference to subsection 101 (a) of the 
order. 

Mr. Maerz. Yes. Section 301 (a), I think we have covered, 
801 (a) (1), (2), (3), and (4), relate to the certification when you 
hire a WOC. 

Mr. Barnes. Right. 

Mr. Marerz. Is it not correct that 301 (a) is identical or a word- 
for-word restatement of section 710 (b) (5) (i), (41), and (iii) and 
(1) (b)? 

Mr. Barnes. Precisely. 

Mr. Maerz. Now section 302 (a) of the Executive order—— 

Mr. Barnes. Precisely the same as 710 (b) (6). 

Mr. Marerz. In other words, the filing requirements imposed upon 
the head of an agency by the Executive ‘order are word for word the 
same as section 7 710 (b) (6) of the act. is that correct ? 

Mr. Barnes. You cannot say that. It is not fair to say it because 
something additional is required. 

Mr. Maerz. I beg your pardon, with the exception of the term “or 
employers.” 

Mr. Barnes. And the required supplementing statements. 

Mr. Marerz. I was talking about 302 (a) and the first part of 
710 (b) (6). 

Mr. Barnes. 302 (a) follows precisely 710 (b) (6). 

Mr. Marerz. Right. 

Mr. Barnes. 302 (b) follows prec isely 710 (b) (6 

Mr. Marerz. And 302 (b) requires individual WOC's to file for 
publication in the Federal Register’s financial statements, is that 
correct ? 

Mr. Barnes. That is correct. When I say 302 (b) follows precisely 
710 (b) (6) I mean that it was an attempt to rewrite but still to retain 
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as much as possible the precise statutory language—merely to rewrite 
for easier use. 

Mr. Maerz. The chairman said in his release that the entire 
Executive order is for the most part a word-for-word restatement 
of the amendments to the Defense Production Act enacted by the 
Congress on August 9, 1955. Do you disagree with that‘ 

Mr. Barnes. Yes, I do. I do not think it is for the most part. 
If you are taking physically the number of words in the order, 1 will 
agree with him, ‘but I don’t think in the connotation when you speak 
of something being for the most part merely a parroting of a law that 
this order could, by any stretch of the imagination, be considered that. 

Mr. Maerz. Does the Executive order prescribe any method to 
assure that WOC’s will not participate in the making of policy 
decisions ? 

Mr. Barnes. When you say “participate,” that is a big word. They 

can advise; they can’t make them. 

Mr. Materz. All right, let’s take a look at section 103 (a) of the 
Executive order: 

All persons appointed pursuant to the authority delegated by subsection 101 
(a) of this order, are appointed pursuant to the authority delegated by sub- 
section 101 (a) of Executive Order 10182 of November 21, 1950, as amended by 
Executive Order No. 10205 of January 16, 1951, and still! employed on the date 
of this order shall, when policy matters are involved, be limited to advising appro- 
priate, full-time Government officials who are responsible for making policy 
decisions. 

Mr. Barnes. Right. 

Mr. Maerz. Section 710 (b) (3) of the act: 

Appointees under this subsection (b) shall when policy matters are involved 
be limited to advising appropriate, full-time salaried Government officials, who 
are responsible for making policy decisions. 

That is a correct reading; is it not? 

Mr. Barnes. I haven’t the act before me, but I assume it is. 

Mr. Maerz. Is it not correct that section 103 (a), which deals 
with WOC’s in connection with question of policy, is the same as 
section 710 (b) (3)? 

Mr. Barnes. Except for the retroactive effect of the language which 
is in the last half of the first section so that there will be no question 
that this is retroactive. We have added to the language of the act 
and we think cleared up an ambiguity. 

Mr. Maerz. Why didn’t the Executive order go beyond the pro- 
visions of the statute and provide a method to insure that WOC’s will 
not participate in the making of policy decisions? 

Mr. Barnes. Well, in the first place, if you can tell me what a policy 
decision is, I should be most grateful to you. 

You are into a vast—and let me talk if I ma y—you are into a vast 
subject. I take it that strictly speaking the only person who can 
make a policy decision for the Department of Justice is the Cabinet 
officer who is in charge of it. 

On the other hand, there are certain matters which I think can 
fairly be said to come within my jurisdiction as his assistant, wherein 
I would decide as a policy matter that some course of action would 
be taken even though he has the right, obviously, to tell me that I am 
wrong. But on certain matters, if he entrusts to me then I am a 
policymaking official. 
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Now, let us take a step further. We have section chiefs. Under 
the civil service, and we will get to that, there are only two policy- 
making officials in the Antitrust Division of the Department of Jus- 
tice, myself and my first assistant. However, suppose that a section 
chief decides on the information that has come to him from the 
lawyers in his division, that he will not take any further action at 
that time. For example, Mr. Jacobs, in the Legislation Section, gets 
information about a merger. It is submitted to him with a recom- 
mendation for or against further examination of the subject. He 
decides that he doesn’t want to go ahead with it and if so is making 
a policy decision. He doesn’t refer that to me unless he wants to 
go ahead so that, to some extent, he is a policymaker. 

Now, let’s go still a step further. Suppose that the lawyer further 
down the line asks for an FBI request for certain information about 
alleged violation of law. He gets that information. He looks it over 
and he concludes that there is no violation of law. He may make 
as a policymatter the decision that nothing further should be done 
about it. Now, ordinarily, he transmits that to the section chief who 
might very well take it up with me. But I can’t watch all of those 
things and it is thus possible that a man down the line—any lawyer in 
the Department of Justice—might make a policy decision. 

Now, I emphasize that we came to the conclusion as to what con- 
stitutes a policy decision must be made up on a case-by-case basis. 
You can’t adopt any general rule and say that X is in a position 
where he is making policy decisions and nothing else, or that Y is 
in a position where he never makes a policy decision. 

Furthermore, you have got to consider the importance of the deci- 
sion that is going to be made and also the effect of the decision. If 
you get into areas, from an antitrust standpoint, where the official 
is making decisions as to whether or not business should be thrown 
to his own firm, or whether it should not be, there are antitrust 
implications and we should in this situation, I think, draw a finer 
line as to what constitutes a policy decision than we should in some 
other situation where he is making the decision as to whether or not 
they should order 100 desks. That, however, may be a policy decision. 

I will challenge you to give me a good definition. We have spent 
hours on this. We went to the Civil Service Commission and asked 
them to tell us what is a policy decision—what officials make policy 
decisions. They said that omnes under schedule C is in a policy- 
determination position, and that only those in schedule C are in a 
policy-determining position. 

That doesn’t make sense to me. I don’t think that you can draw 
and compartmentalize a problem like that. And that is why we 
haven’t tried to precisely resolve this very difficult problem. 

Mr. Materz. Is it your point that section 710 (b) (3) of the act was 
rather ambiguous on that question ? 

Mr. Barnes. I think that whenever you use the phrase “officials 
who are responsible for making policy decisions” you haven’t clarified 
things very much. 

Mr. Maerz. Couldn’t the Executive order have clarified that? 

Mr. Barnes. No; I don’t think we could. That is what we con- 
sidered—working day and night—for a long time. 
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Mr. Keatine. I would like to have counsel send down some language 
to you which he thinks will clarify it. We have got a lot of lawyers 
here on this staff who will be glad to help you in any way they can. 

The Cuamman. No, they are too good to have them transferred 
even for a short time. 

Mr. Kratrne. No, I just suggested that if they can do the defining 
better than the lawyers in the Justice Department, we might be g] ad 
to give you assistance in the form of language. 

Mr. Maerz. My point was this. The Executive order did not in 
fact resolve this very difficult problem, resulting from 710 (b) (3); 
is that right? 

Mr. Barnes. If you assume that Congress left a problem, and I 
think that they did, it did not resolve it. 

Mr. Harkins. Judge Barnes, in consideration of this, was any 
thought given to the ‘possibility that WOC’s should be restricted to 
consultative positions only. In other words, not to permit WOC’s to 
have full-time operating positions as heads of industry divisions, for 
instance ? 

Mr. Barnes. Well, we considered it, of course, but that wasn’t the 
congressional intent. They provided for other than consultant posi- 
tions when they said: 


So far as possible, operation of the act should be carried out by full-time 
appointees to advisory or consultative positions only— 


and then— 
appointments to positions other than advisory or consultative. 


Are we going to say Congress didn’t know what they were talking 
about, when they said there could be appointments to positions other 
than advisory or consultative ? 

Mr. Harkins. Do you construe that language to mean that it per- 
mits a person to be appointed to a policymaking position ? 

Mr. Barnes. I construe it that the language indicated that Congress 
had in mind that there could be appointments to positions other ‘than 
advisory or consultative. That is an operative position and a WOC 
could hold that position. 

Mr. Harkins. But subsequently it says if he has a policy matter he 
must refer it 

Mr. Barnes. Exactly, and that is in our order. In other words, a 
WOC may be appointed to a policymaking position, but when he acts 
on a policy decision, he can only act by advising a full-time salaried 
Government official. 

Mr. Harkins. How do you segregate that? When does he make 
up his mind? 

Mr. Barnes. Just as I was saying 

Mr. Harkins. Your answer it, “We don’t know”? 

Mr. Barnes. I think you have got to take it on a case-by-case basis. 
You have got to determine what his responsibilities are. You have 
got to determine what the effect of his decision might be. And I don’t 
think you can draw up any rules that are going to cover with exactness 
every situation. 

Mr. Harxrns. Should agencies make regulations now to cope with 
this situation ? 
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Mr. Barnes. I don’t know whether they should make regulations. 
I would hate to see more regulations than are necessary. But certainly 
it calls for some decisions on the part of individuals who head agencies. 

Mr. Harkins. WOC’s should be protected so that they will not 
fall into the trap of making mistakes pase they don’t have sufficient 
advice as to when they should be limited only to making recommenda- 
tions and when they can take action. 

Mr. Barnes. Of course, they can read this section. 

The Cuarrman. In other words, it is a case of let your conscience 
be your guide and you can have all the regulations in the world, you 
won't be able to curb the situation or curb the evils or give adequate 
protection to the WOC’s. 

Mr. Barnes. There is a great deal to that. I think that we can 
both agree as lawyers that you can draw the most intricate complicated 
contract in the world between two partners, for example, but if one 
of them wants to get the better of the other, and is unprincipled, he 
has got a pretty good chance of doing it. And that applies to almost 
any contract. You get back to fundamental integrity, I agree with 
you 100 percent. 

Mr. Marerz. Judge Barnes 

Mr. Keatinc. Wait, you had better say 100 percent on that par- 
ticular matter. 

Mr. Barnes. On that particular subject matter, Mr. Chairman. 

Mr. Maerz. Judge Barnes the last part of section 103 (a), reads as 
follows: 

WOC’s shall, when policy matters are involved, be limited to advising appro- 
priate full-time Government officials, who are responsible for making policy 
decisions, 

710 (b) (3) of the act says— 
that WOC’s shall, when policy matters are involved, be limited to advising 
appropriate full-time salaried Government officials, who are responsible for 
making policy decisions. 

Was it intended that section 103 (a) restate 710 (b) (3) entirely? 
In other words, does the term, full-time Government officials in sec- 
tion 103 mean full-time salaried Government officials ¢ 

Mr. Barnes. In my opinion, it does, and I have so expressed my- 
self. The omission of the word “salaried” is without meaning. To 
conclude otherwise would be to put the order in conflict with the 
act. 

Mr. Maerz. Do you think it was an inadvertent omission ? 

Mr. Barnes. I think it is. 

Mr. Maerz. Now, I would like to turn to this question of appoint- 
ment of WOC’s generally, and their activities. 

Mr. Barnes. I will have to check into that. I don’t understand why 
there was any deviation from the act in that situation. It may be that 
this is a limitation upon the person who advises. Now WOC’s should 
not be in a policy decision. 

Mr. Materz. What troubles me, is this: Under your Executive order 
it might be possible that WOC’s could advise other WOC’s on policy 
since WOC’s, according to Mr. Honeywell, are full-time Government 
officials. 

Mr. Barnes. That is certainly not the intent. We will have to 
study that. 
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Mr. Maerz. Will you advise the committee as to what action, 
if any, you av or as to how you interpret this provision ? 

Mr. Barve . Ladvised you how I interpreted it. I said that before 
and I say it again. 

Mr. Maerz. Section 103 (a) is the same as 710 (b) (3): Is that 
right ¢ 

‘Mr. Baryes. With the exception you have just pointed out, and 
the retroactiveness. 

Mr. Materz. Well, apart from the retroactiveness, does the term 
“full-time Government officials” referred to in section 103 (a) mean 
the same as the term “full-time salaried Government officials” referred 
to in 710 (b) (3) of the act? 

Mr. Barnes. Yes, it does. 

Mr. Harkins. This would almost require a clarifying amendment 
to the Executive order, wouldn’t it / 

Mr. Barnes. I don’t know. We will see to it. There may be some 
reason for it. 

Mr. M. ALETZ. Mr. Honeywell, Administrator of BDSA, testified 
that all WOC's mn his agency have been employed under the authority 
of the Defense Production Act. Does that coincide with your under 
standing / 

Mr. Barnes. That is not—— 

Mr. Marrerz. That is not correct / 

Mr. Barnes. That is not my understanding. 

Mr. Marerz. What is vour understanding / 

Mr. Barnes. My understanding is there is a total of 57 WOC's 
appointed under authority other than the Defense Production Act, 
of which 37 are appointed under title 5. United States Code, section 
53: (a). 1d appointed under CSC and—— 

Mr. Keatine. This question related to the BDSA only. 

Mr. Maerz. That’s right; we are talking only about the BDSA. 

Mr. Barnes. I cannot give you an answer. The information which 
I have with me today is for Commerce as a whole. 

Mr. KeatinG. Your figures are only for the Commerce Department. 

Mr. Barnes. That’s right, Commerce as a whole. 

Mr. Harxrins. How many besides the BDSA are in Commerce, 
WOC's? 

Mr. Maerz. Is that in the record Judge Barnes? 

Judge Barnes. Yes, for Commerce as a whole. 

The CuatrMaNn. It is in the record. 

Mr. Maerz. I think we alluded to this subject the last time you 
appes ared before this committee. Ifa WOC in BDSA performs serv- 
ices not authorized by the Defense Production Act, would his activi- 
ties in that respect be exempted from the conflict-of-interest statutes ? 

Mr. Barnes. Will you repeat the question / 

(The reporter read back the question. ) 

Mr. B LRNES. It de pe nh ids upon how he devi: ated. It de} ends upon 
what he did. If he deviated in one of these exce ptions to ‘the exemp- 
tion, that would be one thing. 

Mr. Maerz. At pages 574 and 575 of the hearings before this com- 
mittee, you testified that you started a survey on Ms arch 1. 1954. to 
determine whether activities of some of the WOC’s have cae In pos- 





2310 Wwoc’s AND GOVERNMENT ADVISORY GROUPS 


sible violation of the conflict-of-interest statutes. Do you recall that 
testimony ? 

Mr. Barnes. I don’t recall what I said, but I know that I made 
reference to the subject, and the date is correct. Now, as I explained 
today, that was when we started in on the problem of WOC’s who 
were acting as chairmen of advisory committees. It was very limited. 
1 will accept your statement, Mr. Maletz. I don’t deny it. I say 
I recall that date. 

Mr. Materz. I just want to refresh my own recollection. 

Mr. Barnes. I recall that on that date, that was the date which 
I believe we sent a letter out to get into this question of WOC’s who 
are acting as chairmen of advisory committees. 

Mr. Materz. I just wanted to refresh your recollection, too, if I may. 
Your previous testimony reads: 

Mr. Matetz. Do you know whether the Department of Justice has conducted 
an investigation to determine whether the activities of some of the WOC’s are 
in possible violation of the conflict-of-interest statutes? 

Mr. BaRNEs. I said in my statement that we started that survey on March 1, 
1954, and we have done a great deal along those lines on specific cases quite 
recently. 

Mr. MAterz. Will this survey that you are conducting determine what activi- 
ties these WOC’s are engaged in? 

Mr. BarRNEs. Yes; so far as the accurate statement is revealed by the minutes 
that they are required to keep and any information that we can get as to their 
activities. 

Mr. Maerz. Will you conduct an independent investigation apart from ex- 
amining the minutes to determine the activities of these WOC’s? 

Mr. Barnes. That’s right; we will; we have. 

Mr. Materz. Have any proceedings been instituted by the Depart- 
ment of Justice against WOC’s for violation of conflict-of-interest 
statutes, including section 1914 of the Criminal Code? 

Mr. Barnes. By “proceedings” do you mean court proceedings? 

Mr. Matrrz. Yes. 

Mr. Barnes. That is not within my jurisdiction. It is within the 
jurisdiction of the Criminal Division. To my knowledge, no suits 
have been filed. 

Mr. Maerz. Since no proceedings have been instituted, would that 
not indicate that according to your investigation no WOC has en- 
gaged in activities not covered by the Defense Production Act? 

Mr. Barnes. No, not at all. 

Mr. Marerz. Why not? 

Mr. Barnes. Well, you have presumed that an investigation gets all 
the answers. I don’t think that anyone could expect us to know. 
Also, you are referring to WOC’s and their relationship to committees 
when you talk about minutes. We have read page by page and item 
by item a great many minutes. We have put people on them, as Mr. 
Harkins know s, who have spent hours on certain things on certain 
committees. 

Mr. Maerz. We have done the same thing. 

Mr. Barnes. Sure, and you know how long it takes. 

Mr. Maerz. It is not an easy job. 

Mr. Barnes. Because we haven’t taken any action, it does not mean 
that we have to reach any conclusion one way or the other. Nor does 
it mean that we have finished any investigation because, obviously, 


we haven’t. 
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Mr. Maerz. Let me restate a question which I asked you the last 
time you were here. Have you conduc ted an investigation apart from 
examining the minutes, themselves ? 

Mr. Barnes. Yes; yes, on WOC’s and on industry advisory com- 
mittees, we have. 

Mr. Mare. Have you investigated the activities of specific 
WOC’s? 

Mr. Barnes. We have; yes 

Mr. Keatine. The question to you, Judge Barnes, would be like 
saying have there been any arrests made down here on South Capitol 
Street today ? 

“No.” Well, then that proves there have been no crimes committed 
on South Capitol Street. That in spite of realistic knowledge of any 
lawyer. 

Mr. Barnes. I point out that you had an example here just a few 
days ago of a matter that, as your chairman said, presented problems, 
were it not for the statute of limitations, which were undiscovered 
for a good many years. 

The Cuamman. We don’t know whether the Statute has run or not. 
That is the problem there. 

Mr. Barnes. I don’t think it has. 

The Cuamman. I want to ask you this, Judge. Yesterday, minutes 
were read in some instances where there seemed to manifest agreements 
among members of advisory committees to fix prices, fix commissions, 
etc. Have any of those minutes been brought to your attention to 
indicate something that might be akin to a violation of the antitrust 
laws? 

Mr. Keating. There was specifically one such case about fixing 
prices. I didn’t hear of any other and the previous witness said he 
didn’t interpret that as any agreement. 

The CuatrmMan. There is another one with reference 

Mr. Keating. That’s right; tie-in sales. 

Mr. Materz. Cadmium and selenium. 

Mr. Barnes. We have no such information to my knowledge on that 
subject. But, of course, there have been a great many cases that have 
been investigated and that have been prosecuted which go back to meet- 
ings of advisory committees and/or extensions thereof. Of course, 
we get into the further difficulty that during NRA days that was 
accepted as what the parties should be doing. 

The Cuarrman. Mr. Bicks might get yesterday’ s testimony of Mr. 
Honeywell where that was brought out and might check up on that. 

Mr. Barnes. So far as I can tell from a hasty examination, there 
have been 4 or possibly 5 antitrust suits listed in the blue book having 
substantial significance that relate to illegal activities, allegedly occur- 
ring during the course of meetings of industry advisory committees. 

(Subsequently the subcommittee staff was informed by the Anti- 
trust Division that the cases here referred to by Judge Barnes were: 
The Madison Oil Case, United States v. Socony-Vacuum Oil Co., Inc., 
310 U. S. 150 (1940) ; United States v. National Fertilizer Assn.., Ine.. 
Cr. 1167, M. D. N. C. (1941); United States v. Libby-Owens-Ford 
Glass Co., Civil 5239, N. D. Ohio (1945); CCH 1946-47 Trade Cases 
Para. 57489; CCH 1948-49 Trade Cases Para. 62323; and the Oil 
Cartel Case, United States vy. Standard Oil Co. (New Jersey) et al., 
Civil 86-27 S. D. N. Y. (1953). 
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The CuarrMan. In other words, you are vigilant, you are watchful 
of that situation as best you can ¢ 

Mr. Barnes. I think we are within the limits of what we can do, 
Mr. Chairman. 

Mr. Maerz. Judge Barnes, I have located the minutes of one par- 
ticular meeting to which reference has been made by the chairman and 
Congressm: wn Keating, minutes of the Hand Made Glassware Industry 
C ‘onference © f May 20, 1954, at which the following was stated, page 
7, and this is at page 1802: 

It was also brought in the discussion that some suppliers are requiring their 
customers to take some cadmium with every purchase of selenium. 

The committee thought that possibly this might justify your looking 
into the matter. 

Mr. Barnes. Was that located geographically, Mr. Chairman?’ | 
can tell you that we have underway at the present time an investiga- 
tion into compliance with the flat glass consent judgment entered into 
some years ago, which, at the present time, centers around the area in 
the center of the countr y—around the Chicago area—and that this in- 
vestigation has been going on for a period of months. 

Mr. Kearine. If I am not mistaken and if my memory serves me 
right, there was a period of time when there was in the Department 
ot Justice a considerable hiatus in checking up on the flat-glass in- 
dustry. Iam quite certain that in the hearings, which were conducted 
under my chairmanship, we had evidence on the flat-glass situation. 
! can’t recall the details but I am glad that you are alert to it in your 
division and you are watching. 

Mr. Barnes. Well, I don’t know that we are referring to the same 
thing, but I do know that we are concerned about information that we 
have received and we have been checking it for a period of time. 

The CHairMAn. Judge, apparently the number of questions here to 
be propounded would indicate we will have to continue for some time 
and, if it is agreeable with you, we would like to take a recess now, 
say until 2:: 30. 

Mr. Barnes. Whatever you say, Mr. Chairman. 

The CHarrMman. We will recess until 2:30. I want to say at this 
point, because I may not be privileged to be present here throughout 
your statement at 2:30, that you have given us a very interesting and 
2 most meonaadive statement this morning. 

Nonetheless, I think my criticism holds, that there is in the Execu- 
tive order, an important defect, namely, that the Executive order 
doesn’t apply to WOC’s employed under authority other than that of 
the Defense Production Act, and some of those WOC’s hold very im- 
portant assignments. 

Of course, I don’t refer to those inconsequential WOC’s like game 
wardens or bird watchers or weather watchers, or those many who are 
in the Selective Service, but I take it that you are going to address 
yourself to that problem in the future. 

Mr. Keatine. Of course, you have brought out, Judge, that those 
aren't the inconsequential ones. When you speak of ‘WOC’s, over 
100,000 out of 101,000 of them are people like Srey Ladies, Selective 
Service, and so on, and you have completely demolished the impres- 
sion that has been created in many quarters, to the effect that this 
order should have applied to all WOC’s, and I think I share the 
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chairman’s view tixat your statement has been very informative and 
has served to clear the atmosphere. 

And you have also completely demolished the statement made and 
bruited about that the order was simply a restatement of the law that 
Congress had enacted. You indicated very clearly why it was neces- 

sary for the order to be issued, and the respects in which it differed 
and the reasons for the delay in issuing it. I am surprised that you 
could get it out with all those problems in 118 days. 

The Cuarrman. I did indicate that the statement was very reveal- 
ing, impressive, and cogent, and most informative, but my criticism 
still holds. I definitely hold to it. Whatever impressions may have 
been created, I am not responsible for. 

IT am not inside the eee of those who may have read my state- 
ment. I stand by what I say and I very detinitely think that what 
I said in that respect has not foam demolished in the least by the testi- 
mony here today. Asa matter of fact, what I said in my statement 
has been supported by the testimony. 

We will now adjourn until 2: 30. 

(Whereupon the committee adjourned at 1:10 p. m. to reconvene 

t 2:30 p. m.) 
AFTERNOON SESSION 


Mr. Roprvo (presiding). The subcommittee will now resume hear- 
ings, and we will hear again from Mr. Barnes. 

I think that there are some questions to be addressed to Mr. Barnes 

vy Mr. Harkins. Will you proceed, please, Mr. Harkins? 


TESTIMONY OF STANLEY N. BARNES, ASSISTANT ATTORNEY GEN- 
ERAL IN CHARGE OF THE ANTITRUST DIVISION, ACCOMPANIED 
BY ROBERT A BICKS, HIS LEGAL ASSISTANT—Resumed 


Mr. Harkins. Judge Barnes, this morning you discussed a little 
bit the tanker voluntary agreement. 

Can you give us any idea what percentage of the industry is covered 
by this voluntar Vv agreement / 

Mr. Barnes. [ understand that it has been reported to us that the 
ugreement represents slightly in excess of 95 percent of the American- 
flag ownership of tankers. 

Mr. Harkins. Is there any coverage of tankers that are under 
foreign charters, but the charters are held by American companies? 

Mr. Barnes. I imagine that is accounted for in this figure that I 
gave you. 

Mr. Harxkrns. It would be, then, 95 percent of the petroleum tanker 
capacity av ilable to the United States? 

Mr. Barnes. Yes, that is my understanding. 

Mr. HARKINS. With respect to this voluntary agreement relating to 
the contribution of oil tanker capacity, this agreement has been in- 
ictive since June 1953: has it not ? 

Mr. Barnes. As I mentioned this morning, it has maintained a 
skeleton of activity in order to be in existence in the event there is an 
emergency, but that operational activity has not taken place at the 
various meetings, which I understand have been called for the purpose 
of insuring that someone from each shipping company be familiar 
with possible problems. and so that the representative designated 
knows where he is supposed to go in the event of an emergency. 
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Mr. Harkins. Is there any reason for antitrust imunity for the 
kind of activity being carried on now ¢ 

Mr. Barnes. That depends upon the kinds of activities that are 
being carried on now. If they follow the purpose for which they 
are called together, there is absolutely no violation. 

Mr. Harkins. That is the point. I take it that these meetings are 
simply those necessary for formulating the arrangements which might 
be put into effect if there was need on the part of the Government for 
tankers. 

Mr. Barnes. That is right. 

Now, there are two additional factors that you are thoroughly 
familiar with. One is the element of time. In other words, it has 
been suggested by Commerce that in the event of an emergency they 
do not have time to set up an organization; that if they do not have 
the skeletonized organizational plan set up, that very valuable moment 
might pass without the necessary transfer of petroleum products. 

And, secondly, if there is no assurance that there is antitrust 
exemption in the coming together of the various competitors, then it 
is extremely difficult, according to Commerce again, and according to 
many other agencies, to get the competitors to come together for 
any purpose. 

Mr. Harkins. How long do you think that it would take the Gov- 
ernment to devise a new agreement ? 

Mr. Barnes. I don’t think that they will have to devise an agree- 
ment. I think that the alternative for such a plan as this is for the 
Government to take over the ships and commandeer them. That is 
the only quick remedy if no plan is set up in advance—and it might 
be just as efficient. 

Mr. Harxrns. My question is this: How long would it take the 
Department of Justice and the Office of Defense Mobilization to nego- 
tiate a voluntary agreement similar to the tanker capacity agreement / 

Mr. Barnes. I would have a ver y poor estimate of the time, Mr. 
Harkins. I think you could probably tell better than I how long that 
took in the past. 

Mr. Harkins. I take it that any agreement that the Attorney Gen- 
eral approves is circumscribed as much as is humanly possible to 
those activities necessary to accomplish the purpose of the act. 

Mr. Barnes. Certainly. 

Mr. Harkins. If there is an emergency that requires further anti- 
trust imunity, would it necessarily be true that that emergency would 
have the same factors bearing upon it, or would it require the same 
plans that were present when this one was adopted in 1951? 

Mr. Barnes. No; it would not necessarily be the same. You might 
have to have a different plan. It is just a question of how far you can 
anticipate, how far you can plan in advance, and how efficient your 
future planning is. 

Mr. Harkrns. As the situation now stands, you have immunity out- 
standing and that is not being used and you do not know whether it 
will be adequate to meet a future emergency ? 

Mr. Barnes. Whether the planning will be adequate? 

Mr. Sree: That is right. 

Mr. Barnes. I submit that that is something that nobody can esti- 
mate at the present time in any defense plan. I do not think that Dr. 
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Flemming, or anyone else, can say with any certainty, that the plan- 
ning that has been accomplished this far will be adequate to meet any 
emergency. 

The question is how far can you plan and exercise good common- 
sense—how far you can go in any planning to meet unexpected. We 
aré dealing with so many imponderables that you cannot find an 
answer. I can say that you cannot set up a plan that you could use 
under any 

Mr. Harxrns. I take it that it is the broad policy of the Department 
to restrict the granting of any antitrust immunity to only those activ- 
ities that are necessary ¢ 

Mr. Barnes. I point out to you that up until the recent amendment 
of the Defense Production Act, we were not weighing this; but now 
we have a different responsibility. 

Up until the recent amendments, we accepted the statements of those 
in charge of the defense operations that they needed it. Now we have 
a different problem. That is one of our difficulties. 

Mr. Harkrns. And one of your problems is to determine whether 
the adverse effects of any such agreement or program on the competi- 
tive, free-enterprise system outweigh the benefits of the agreement to 
the national defense. 

Mr. Barnes. Exactly. 

Mr. Harkins. This specific agreement, since it has been inoperative, 
why is such a determination so difficult 

Mr. Barnes. As I told you before, these individuals who are respon- 
sible for the defense of our country have stated that in their opinion 
it is necessary to have this skeletonized method of getting the tankers 
at the place they want them in a very short period after the emergency 
arises. 

Mr. Harkins. How long do you think it would take to put that 
plan into operation ¢ 

Mr. Barnes. I don’t think I am competent to judge that. I am not 
a petroleum expert. 

If the plan—if the antitrust immunity were withdrawn from the 
structural organization—there would be no meetings or anything. It 
would just be put on the shelf to be used in the event 

Mr. Harkins. My question was, in the emergency, how long do you 
think it will take? 

Mr. Barnes. I don’t know. It depends on how long it has been on 
the shelf, how many people have died in the meantime, how many 
people you have, whether they left the company or switched their 
busimess—there are one hundred and one things. And you cannot tell 
how long it would take—that is the arguments that are used in sug- 
gesting the necessity. 

Our problem is to try to find some solution as best we can to meet 
these requirements of defense and, at the same time, take into con- 
sideration the anticompetitive effect which we are required to consider. 

Mr. Harkins. When you were here before, on August 4, you testi- 
fied with respect to the foreign petroleum-supply committee. You 
stated you had an examination made and as the result of your exami- 
nation you discovered that a WOC was in charge of the agreement and 
that as the result of your having found that out the W OC who was in 
charge had been replaced. 
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So, as of August 4, the Department of Justice had completed its 
review of that agreement, had it not? 

Mr. Barnes. What page are you referring to, Mr. Harkins? 

Mr. Harkins. I was recalling only your testimony generally. It 
was in your opening prepared statement, for one thing. 

Mr. Barnes. As far as his activities were concerned that particular 
individual’s activities or work was finished; yes. 

Mr. Hargtns. And you at that time had had a study made of the 
operations under the agreement ? 

Mr. Barnes. We had as much information as we could get. I do 
not pretend to indicate that they were exhaustive. 

Mr. Harkins. But, in fact, have you done more with respect to 
operations under that agreement since your testimony ? 

Mr. Barnes. Yes; we have had a good many conferences with a 
good many people. 

Mr. Harrys. As far as operations? 

Mr. Barnes. As far as operations. 

Mr. Harkins. Under the agreement. 

Mr. Barnes. Yes. We wanted to know and we asked them to 
supply us with the information as to why it was done in this par- 
ticular way. We wanted to know why there must be the antitrust 
exemption and if it wouldn’t we possible to get the information in a 
manner that does not require trust exemption. 

They say “No,” and then we go round and round as to whether 
or not we can accomplish what everybody wants to accomplish—ade- 
quate defense with less possible antitrust violation. 

Mr. Harkrns. Do you know the participants in this agreement ? 

Mr. Barnes. In the FPSC agreement? 

Mr. Harxrns. Yes. 

Mr. Barnes. The various oil companies that joined it made thei: 
application—do you want their names? 

Mr. Harkins. Yes. 

Mr. Barnes. American Arabian Oil Co.; Barber Oil Co.; Caltex 
Oil Products Co.; Creole Petroleum Corp.: Coronado Petroleum 
Corp.; Gulf Oil Corp.; Pacific Western Oil Corp.; Sinclair Oil Co.: 
Socony-Vacuum Oil Co., Inc.; Standard Oil of California; Standard 
Oil of New Jersey: Standard-Vacuum Oil Co.; Superior Oil Co.: 
Atlantic Refining Co., which has resigned—Coronado, in originally, 
thereafter resigned—the Texas Co.; and the Venezuelan Petro- 
leum Co. 

Atlantic Refining Co., as T say, is not a party now. 

Mr. Harxtns. Do other companies besides the companies requested 
to participate by the Office of Defense Mobilization, participate in this 
agreement ? 

Mr. Barnes. Not that T know of, because they would not have any 
antitrust exemption if the agreement were not submitted to the Attor- 
ney General prior to the plan went into operation. And I would 
presume that that would prevent them from participating. 

Mr. Harxtns. Does the Royal Dutch Shell group participate in 
this? 

Mr. Barnes. I don’t know specifically whether representatives of 
those—you are talking about the Foreign Petroleum Supply Com- 
mittee ? 
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Mr. Harkrns. Yes. 

Mr. Barnes. I don’t know about Royal. I heard that represent- 
atives of the Anglo-Iranian Corp. have participated and I have 
heard representatives other than those members of the agreement 
have met in some subcommittee meetings, where the purpose of the 
meeting was to get material on worldwide production of oil rather 
than—well, worldwide production, which necessarily involves com- 
panies other than United States companies. 

Mr. Harkins. Of course, any foreign company does not have im- 
munity from the antitrust laws ? 

Mr. Barnes. No, probably sme are not subject to jurisdiction—— 

Mr. Harxrns. Ina letter dated 

Mr. Barnes. I may amend that. I do not want to take a position 
on that because it may be quoted against me some time in a court pro- 
ceeding and I do not want any words that I have said to be used 
against me. I shall say it presents a problem. 

Mr. Harkins. In your statement this morning you noted that the 
statistical functions of the Foreign Petroleum Supply Committee 
raised certain antitrust problems. 

Mr. Barnes. Yes, sir. 

Mr. Harxtns. Who participates in the gathering of the statistics ? 
What companies participate in the gathering of the statistics 

Mr. Barnes. I understand that all of the participants participated 
and, as I said, at some of the subcommittees other representatives 
of other companies have been present. 

Mr. Harxrys. Do all of the defendants in the Cartel case participate 
in this activity ? 

Mr. Barnes. I believe that they do—as I mentioned this morning— 
since there are five defendants in the Cartel case, all of whom are active 
in this. 

Mr. Harkins. And how are the statistics gathered—do they show 
supply and demand figures, supply and demand estimates on each 
country in the world outside of the United States / 

Mr. Barnes. Well, there are all kinds of statistics gathered. 

I might say that the material that is gathered is, from the defense 
standpoint, confidential and hence, while, as you well know, we do 
not see what actually is gathered, we see certain summarizations of 
what have taken place at the meetings. 

Mr. Harkins. My question is: Do the participants go over the 
statistics of their competitors ? 

Mr. Barnegs. They discuss the representations made, it is my under- 
standing, of what the estimated production will be. 

And, as I pointed out in my testimony this morning, that is the 
meat of our objection. It is the meat of our raising a question of 
antitrust implications because it takes very little to make production 
estimates in effect production quota agreements. We have in one 
isolated case found evidence of such an interpretation by one of the 
participants. 

Mr. Harkins. Well, these are the same kind of statistics that the 
companies, if they engaged in a cartel program, would have to gather / 

Barnes. Absolutely, and it would be the finest thing in the 
world for setting up exactly, in cartel shape. 
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Mr. Harkins. Are there any alternative methods by which this 
information could be gathered for the Government without granting 
antitrust immunity ? 

Mr. Barnes. That isthe problem. Defense tells us not; Secretary 
of the Interior tells us not; ODM discussed the problem—that is ex- 
actly why there is this delay. We are trying to see whether there is 
any method by which it can be accomplished. 

Mr. Harkins. Do you think there will be an answer to this in the 
near future ? 

Mr. Barnes. There will be an answer but I don’t know whether it 
will be one that is satisfactory to everyone interested in it. 

Mr. Harkins. Could a regular industry advisory committee gather 
this statistical material ? 

Mr. Barnes. I doubt if it could unless it had participation by for- 
eign corporations. You are getting into world production here; you 
are not getting into national production. 

Mr. Harkins. Judge Barnes, the last time that you were here, you 
made reference to a historical background statement on petroleum 
advisory groups. Subsequently the committee asked the Department 
of Justice for such a historical statement and you delivered it to us. 

Would you kindly identify the document which I hand you? 

Mr. Barnes. I think that is already in the record, isn’t it? 

Mr. Harkins. I do not believe so. 

Mr. Barnes. Maybe I better look at it then before I say something. 

This letter that you have submitted to me, dated October 10, 1955, 
bears my signature and I assume that the five photostatic copies 
attached and handed to me with this letter, are the photostatic copies 


which we forwarded to you. I see no reason to believe otherwise. 

Mr. Harkins. The first document is entitled “National Petroleum 
Council” and consists of 12 pages. The last page is initialed WBWS 
and it is dated December 8, 1950. 

Can you identify the person whose initials those are ? 

Mr. Barnes. William ae Watson Snyder. 


Mr. Harxrns. And he is with the Department? 

Mr. Barnes. No, sir, he is not. He has just retired from the De- 
partment of Justice within the past week, after having worked since 
1920 on oil matters. 

As a fitting presentation gift, the Department of Justice Antitrust 
Division presented him with one share of stock of the Standard Oil 
Company of New Jersey—prior to the split. [| Laughter. | 

Mr. Harkins. He was the petroleum expert in the Department for 
many years, was he not? 

Mr. Barnes. Yes, he has been. He has an encyclopedic knowledge 
of the petroleum industry and I am very sorry to lose him. 

Mr. Harkins. Are you familiar with this top document entitled 
“National Petroleum Council” ? 

Mr. Barnes. Well, I read it probably 2 or 3 times, but probably not 
for over a year; and to that extent Lam familiar withit. I know there 
is such a document in the files. I certainly am not familiar with the 
details. 

Mr. Harxrns. Do you know of any inaccuracies in it? 

Mr. Barnes. Any inaccuracies in it? I would not care to answer 
that one way or another. That goes back a good many years. 

Mr. Harkins. Do you know of any ? 
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Mr. Barnes. I would not be in position to say one way or another. 
I would have to go over it with a fine-tooth comb. 

Mr. Harxtns. In this document a fair summary, as far as your 
recollection, of the-—— 

Mr. Barnes. I can answer that question before you start. I would 
have no recollection of what would constitute a fair summary of it—— 

Mr. Keattne. Would you like to read that ? 

Mr. Barnes. I am not going to pass on what is a fair summary. 
With all due deference to counsel, you can make any summary you 
think is a fair one. 

Mr. Harkins. Does this document describe and does it contain 
numerous instances where there were delegations of Government 
authority to petroleum advisory groups / 

Mr. Barnes. That is a question that would have to be answered 
by the individual who wrote it. I presume he thinks it is a fair 
summary, but I think that it should be stated that Mr. W. B. W. 
Snyder was a very enthusiastic antitruster. His language in a state- 
ment of this kind would be that of the advocate to the nth degree, 
and whether he is right or wrong in his conclusions is something I 
would not want to pass on. 

Mr. Kratrne. It has his initials: the document can speak for itself. 

Mr. Harkins. Judge Barnes, in the administration of the Anti- 
trust Division you have relied upon this document ? 

Mr. Barnes. Yes, I have relied upon it to the extent I have read 
it and familiarized myself with the matters set forth therein. 

Mr. Harkrns. In your survey of the advisory committees of the 
Government, have you ever had occasion or has it been brought to 
your attention where a petroleum advisory committee was chaired by 
a Government official / 

Mr. Barnes. Now, is that a petroleum advisory committee / 

Mr. Harkins. A petroleum advisory committee. 

Mr. Barnes. You mean in years gone by / 

Mr. Harkins. Any time. 

Mr. Barnes. Whether the existing one had a nongovernment chair- 
man—— 

Mr. Harkrns. My question is, Have you ever heard of a petroleum 
advisory committee that had a Government chairman ? 

(Mr. Barnes and Mr. Bicks consulted documents. ) 

Mr. Harkins. Mr. Chairman, I offer in the record these docu- 
ments : 

“National Petroleum Council,” dated December 8, 1950. 

“Re Delegation of Governmental Coordination,” dated March 13, 
L951. 

“Re Delegation of Functions to National Petroleum Council,” 
dated March 14, 1951. . 

“Re Use of National Petroleum Council as Industry Advisory 
Committee for Defense,’ dated March 30, 1951. : : 

“Re Concentration in Petroleum Industry During World War II,” 
dated March 15, 1951. ; 

“Re House Naval Affairs Petroleum Subcommittee,” dated March 
51,1951. 

Mr. Roptno. They will be admitted. 
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(The documents referred to are as follows :) 


DEPARTMENT OF JUSTICE, 
Washington, October 10, 1955. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D.C. 


My dear Congressman CEeLLer: With reference to your letter of September 9, 
1955, to which you attached a list of documents, copies of which you desired 
for use of the House Antitrust Subcommittee, I wish to advise that photostatic 
copies have been made and are attached hereto. 

With regard to the factual and historical statement of the development of 
petroleum advisory groups in the Government which Mr. Harkins did not find 
in the files which he examined, I wish to advise that we found the document 
in another file and also attach hereto a photostatic copy of it. 

Your list of requested documents contained two letters dated June 13 and 25, 
1946, exchanged between the Attorney General and Mr. Ralph K. Davies, rela- 
tive to the National Petroleum Council. I am not forwarding copies of either 
of these letters because I find that neither has been made public and both were 
written by the Attorney General in his capacity as legal adviser to the executive 
branch. Similarly, in preparing a copy of the historical memorandum on in- 
dustry advisory committees, references to legal advice by the Attorney General 
or the Federal Bureau of Investigation have been deleted. 

In the event we can be of further aid to you and your subcommittee, within 
the limitations on disclosure by which I am bound, please feel free to call upon me. 

Sincerely yours, 
(Signed) SraNtey N. BARNEs. 
Assistant Attorney General. 


NATIONAL PETROLEUM COUNCIL 


Historically the National Petroleum Council had its beginning on January 
10, 1918, when Mr. Mark Requa as Director of the Oil Division of the war unit 
called the United States Fuel Administration caused A. C. Bedford, the chair- 
man of the board of Standard Oil Co. (New Jersey), to organize the Nationa! 
Petroleum War Service Committee, under which the entire industry was mobil- 
ized for World War I. Mr. Requa was a long-range planner who over a number 
of years had done a few odd jobs for Sir Henry Deterding of the Royal Dutch 
Shell interests and Mr. Herbert Hoover, an American engineer. The committee 
was composed of the presidents of the large oil companies and they feared prose- 
cution under the antitrust laws for their efforts and Mr. Requa worked out an 
agreement with the Federal Trade Commission and immunity was granted to 
the committee. Walter C. Teagle, president of Standard Oil Co. (New Jersey), 
managed the committee and Requa was secretary. In August 1918 the commit- 
tee formulated the plan which coordinated the various operations of the oil 
companies to the end that war orders for petroleum supplies were apportioned 
without distortion of the status quo of any of the companies in the industry. 
Contracts between companies were passed upon by “committees of conciliation 
and cooperation” set up by the committee to negotiate production and refining 
for the war effort. 

The wartime organization continued for a short time after the Armistice 
when the committee was officially disbanded by Bernard Baruch, the Chairman 
of the War Industries Board. For fear that the progress of monopoly gained 
during the war would be lost, the representatives of the various Standard Oil 
companies met in the Biltmore Hotel, in New York City, and organized the 
American Petroleum Institute which on March 20, 1919, was incorporated in the 
District of Columbia. The institute had no official sanction of any kind and 
there is no record of its official connection with the United States Government 
until June of 1933. 

The American Petroleum Institute desperately tried to find ways and means 
to bring about curtailment of oil production, on some enforceable basis, so as 
to keep prices up. There was much talk of adoption of conservation schemes. 
Edward L. Doheny backed the theory of conservation above ground and Henry 
L. Doherty, president of Cities Service Co., sponsored conservation in the 
ground. Finally Doherty convinced President Coolidge that the Federal Gov- 
ernment should have a peacetime oil agency to control production. Accordingly, 
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the President, by Executive order of December 19, 1924, organized the Federal 
Oil Conservation Board, composed of the Secretaries of the Interior, War, Navy, 
and Commerce. It was authorized to study and find ways and means to per- 
petuate an oil supply for the Nation. It had a staff of experts drawn from the 
Government departments and worked very closely with the so-called Committee 
of Eleven appointed by the American Petroleum Institute and composed of major 
oil company executives. This committee was authorized to study the industry 
and make proposals. In 1926 the committee rendered a report to the Federal 
Oil Conservation Board recommending that a voluntary curtailment of produc- 
tion agreement be sponsored by the Board. No action was taken and the 
recommendation was renewed from year to year. Finally on March 16, 1929, 
the American Petroleum Institute adopted a resolution urging the Board to 
approve a plan by which the oil producers and the State oil conservation authori- 
ties would limit production in 1929 to the amount produced in 1928. The 
Chairman of the Board, Secretary of Commerce Ray Lyman Wilbur, submitted 
the matter to Attorney General William B. Mitchell for an opinion. On March 
29, 1929, the Attorney General replied that the Board lacked legislative authority 
to take any action or approve plans and was not entitled to an opinion as te the 
validity of the agreement under the antitrust laws, but in order to make his 
views perfectly clear he wrote that the proposed agreement “would receive 
immediate scrutiny from this Department with a view to taking such action 
as the facts and law would warrant.” Further action was abandoned and the 
Board was dissolved. 

On June 16, 1933, the Congress passed the National Industrial Recovery Act 
and on the following day the institute organized a committee to write a code 
for the petroleum industry. On July 14, 1933, the American Petroleum Insti- 
tute, through its president, Axtel Byles, submitted to the National Recovery 
Administration a code of fair competition for the petroleum industry. At the 
same time the institute set up various committees to handle the different branches 
of the industry. This code was not acceptable to Gen. Hugh Johnson and he 
advised the industry committee to write a new one. Instead the President of 
the United States referred the code to the Secretary of the Interior. On July 11. 
1933, the President had issued an Executive order under the National Industrial 
Recovery Act making it illegal to ship hot oil in interstate commerce and at the 
same time he designated the Secretary of the Interior as administrator for oil 
matters. On August 19, 1933, the President, on the request of the Secretary 
of the Interior, approved the code as promulgated by the industry. On August 
28, 1933, the President designated the Secretary of the Interior to be the admin- 
istrator of the code. The approval of the code carried along with it the organi- 
zation set up by the American Petroleum Institute. The industry committee 
(Similar to the National Petroleum Council) was called the Planning and Coordi- 
nation Committee, consisting of practically the same personnel as the board 
of directors and the committees of the institute. Regional and functional sub- 
committees were set up for each region, State, and city in the country for each 
of the four branches of the industry. The Government agency consisted of the 
Petroleum Administrative Board which was manned by full-time Government 
employees. From September 2, 1933, the effective date of the code, to May 27, 
1935, when the Supreme Court handed down the Schechter decision, the oil indus- 
try was run by the Planning and Coordination Committee, the Petroleum 
Administrative Board acting as a rubber stamp for the orders and interpretations 
promulgated by the committee. 

The antitrust prosecutions of the oil industry between 1936 and 1940 caused 
a temporary lull in the industry committee’s activities, with the exception of 
the attempt, during the pendency of the grand jury investigation at Madison, 
Wis.. of the industry to obtain approval by the Federal Trade Commission of a 
trade-practice conference. The American Petroleum Institute organized the 
National Committee for the Petroleum Industry. of which Charles E. Arnott, 
vice president of Socony-Vacuum Oil Co., Inc., was president. This committee 
submitted to the Federal Trade Commission on July 20, 1936, a formal code 
to govern the industry. The Federal Trade Commission studied the code with 
some care, conducted one hearing and, on representations by the Antitrust 
Division, refused to give approval. (Arnott was indicted by the grand jury at 
Madison as being the ringleader of the price-conspiracy case and his activities 
are set out in full in the opinion of Justice Douglas at 310 U. S. 150.) 

(m May 28, 1941, the President addressed a letter to the Secretary of the 
Interior appointing him Petroleum Coordinator for National Defense and recom- 
mended consultation with the industry to aid it in shaping its policies and 
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operation. During June 1941 the Petroleum Coordinator organized the Petroleum 
Administration for National Defense under Ralph K. Davies, executive vice 
president of the Standard Oil Co. of California, who had been appointed Deputy 
Coordinator and to whom all powers of the Coordinator were delegated. On 
June 16, 1941, the Coordinator requested of the Attorney General blanket anti- 
trust immunity for national and regional industry advisory groups. The At- 
torney General on June 18, 1941, suggested that petroleum industry advisory 
committees operate under the antitrust policy as set forth in the April 29, 1941, 
letter to John Lord O’Brian for OPM guidance and that all requests for industry 
action be submitted to the Department of Justice for approval. Very shortly 
thereafter the Petroleum Coordinator set up 83 industry committees divided 
into 5 operating districts. Sixteen miscellaneous committees were organized 
to advise the Deputy Coordinator in Washington. The Petroleum Administra- 
tion set up Washington and regional offices staffed with 61 employees and execu- 
tives of the oil companies. Eventually in November 1941 the Coordinator 
appointed the Petroleum Council for National Defense, composed of 66 members, 
40 of whom were executives of the major oil companies. After Pearl Harbor 
this organization became known as the Petroleum Industry War Council. 
Then a Foreign Operations Committee was created and it had 27 operating 
subcommittees under it. During early 1943 a survey of committee memberships 
was made by the writer and it was found that the Petroleum Administrator 
had 155 petroleum industry committees with 1,635 members, of whom 1,136 were 
officials or employees of major oil companies. 

Various congressional committees examined the above petroleum organiza- 
tions and the records of hearings contain various analyses of such personnel. 
A subcommittee of the Senate Committee of Agriculture placed in its records of 
hearings on Senate Resolution 224 (June 19, 1942) a chart showing the roster 
of 72 members of the PIWC, disclosing that 49 were directors of the American 
Petroleum Institute, 24 were members of the executive committee of the insti- 
tute, 30 were officers of the major oil companies, 39 were involved in past or 
pending antitrust cases, and 36 had been tined by United States courts. The 
hearings of the House Naval Affairs Committee on petroleum (1948) contained 
innumerable documented references to major company control of the govern- 
mental functions relating to petroleum. During the existence of the above 
organizations, the Petroleum Administration for War issued 81 recommenda- 
tions and directives on which antitrust immunity was granted. Between July 20, 
1941, and August 7, 1942, the Assistant Attorney General in charge of the Anti- 
trust Division granted immunity by an exchange of correspondence with the 
Chief Counsel for the Petroleum Administration for War. Between August §, 
1942, and July 4, 1945, immunity was covered by certificate issued by the War 
Production Board under section 12 of Pubiic Law 603, after prior consultation 
with the Department of Justice. WPB issued only one certificate for petroleum 
over the protest of the Attorney General. Within the 60 days following V-J 
Day practically all the recommendations, directives, and certificates were 
revoked. 

The Petroleum Administration for War was terminated by Executive Order 
No. 9718, promulgated on May 3, 1946. On the same date the President directed 
a letter to the Secretary of the Interior advising the termination of the agency 
and stating: 

“T therefore request that you undertake the initiative in obtaining coordina- 
tion and unification of Federal policy and administration with respect to the 
functions and activities relating to petroleum carried on by the various depart- 
ments and agencies * * *. I have been impressed with the great contribution 
of Government-industry cooperation to the success of the war petroleum program 
and feel that the value of such close and harmonious relations between Gov- 
ernment and industry should be continued. I therefore suggest that you 
‘establish an industry organization to consult and advise with you.” 

On May 24, 1946, Secretary Krug wrote the Attorney General that he intended 
establishing the National Petroleum Council to advise the Interior Department 
“with respect to any matter relating to petroleum or the petroleum industry 
submitted to it.” He also wrote that the Council would have authority to raise 
on its own motion any matter relating to petroleum within the purview of the 
President’s letter of May 3, 1946. He requested the Attorney General’s views 
as to the antitrust problems raised by such action. The Attorney General on 
May 27, 1946, replied that functions of industry committees are only advisory: 
that consultation confers no authority to adopt agreed-upon positions; that min- 
utes be kept; that representation must be broad and representative; and that 
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the committee should not become the exclusive channel for contact with and 
expression of views to the Government. No immunity was granted. Krug 
reported back that none of the proposed activities of the Council would con- 
travene in any way the antitrust laws. A further exchange of letters attempted 
to interpret the May 26 letter but in effect they limited deliberations to only 
those matters assigned by Interior. 

The Council was formally launched on June 18, 1946, when the Secretary 
of the Interior appointed 85 oil executives to membership. As of March 1, 
1950, the Council had 87 members and 18 committees. The Council holds meet- 
ings about every 2 months. 

At the time the Council was set up the Antitrust Division informally recom- 
mended to the Secretary’s staff as to addition of Council members who would 
represent the independent and smaller units of the industry. The “antitrust 
background” of each of the members was called to the Secretary’s attention. 
Congressional committees again became interested in the background of the 
Council's personnel. The staff report of the Committee on Small Business of the 
House of Representatives (H. Res. 64, 79th Cong., December 27, 1946) includes 
a compilation of antitrust and Elkins Act cases involving members of the 
Council. - About half of the members represented companies which had been 
prosecuted criminally and civilly for antitrust violations and 13 of the members 
had been individual defendants in criminal cases and had either been convicted 
or fined on pleas of nolo contendere. 

Upon the passage of Public Law 395 and the issuance of Executive Order 9919 
on January 3, 1948, the Secretary of the Interior on January 7, 1948, directed 
the Chairman of the National Petroleum Council to appoint a committee on 
January 9, 1948, to consider and report such recommendations as it deemed 
appropriate as to actions, plans, and voluntary agreements that would be made 
by industry and/or Government with respect to petroleum to carry out the 
purposes of Public Law 395. On January 21, 1948, the Committee on Voluntary 
Petroleum Allocation Agreements submitted a 20-point program which would 
have very effectively eliminated all competition from the petroleum industry. 
The Secretary of the Interior submitted the plan to the Attorney General request- 
ing immediate approval. [Material omitted. ] 

Then the Secretary of the Interior appointed a Petroleum Industry Advisory 
Committee under the statute consisting of the members of the Council’s committee 
and certain independent representatives nominated by the Antitrust Division. 
The new committee formulated a plan. A public hearing was held in June 
948. Meanwhile congressional committees had become interested at the instance 
of independents who claimed they were not represented and would be adversely 
affected if the plan were adopted. Senator Wherry and Congressman Ploeser 
urged the Department either to ignore the plan or drastically amend it. Many 
complaints were received by the Department from all branches of the industry. 
Finally the Secretary of the Interior, through the Director of the Oil and Gas 
Division, urged speedy approval so that the Petroleum Council at its next 
meeting could appoint the district and subcommittees to carry the plan into 
effect. The plan was designed to eliminate shortages of petroleum products. 
The Director of the Oil and Gas Division was alarmed at the failure of the oil 
industry to adjust its refinery yields to produce more fuel oil which has to be 
manufactured in the summer for winter consumption. Finally on August 9, 
1948, the Attorney General recognized the finding of the Secretary of the Interior 
that the shortage of petroleum products necessitated the plan and that the 
proposed voluntary agreement was in the public interest. He approved the 
plan subject to the redrafting of paragraphs 3 and 7 regarding equitable distri- 
bution of available supplies to all customers and the warning that no activi- 
ies to regulate competition would be tolerated. Paragraph 5 of the plan 
dispensed with Government representatives acting as chairman of the various 
industry advisory committee meetings. The Interior Department took the posi- 
tion that it did not have the personnel or the appropriations to employ the 
necessary personnel to attend all the meetings necessary. The plan died with 
the expiration of Public Law 395. 


MISUSE OF PETROLEUM INDUSTRY ADVISORY COMMITTEES 


During the NRA period this Department was deluged with complaints as to 
the authority delegated to industry committees. The Planning and Coordination 
Committee set up a Compliance and Enforcement Division. Local committees 
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actually cited alleged code violators to appear for “trial.” He was tried by 
his competitors and if found guilty his care was referred to the Division of 
Investigations of the Interior Department which filed a report recommending 
prosecution. Clarence Darrow, chairman of the NRA investigating committee, 
took testimony revealing that a west coast industry committee, with the aid 
of a regional attorney for the Petroleum Administrative Board found an oil com- 
pany guilty of overproduction of crude oil. The punishment meted out was 
the boycotting of the commercial firms who purchased fuel oil from the of- 
fending oil producer—Willshire Oil Co. overproduced crude, manufactured it 
into fuel oil which it sold to a lumber company. The industry committee noti- 
tied all oil-industry operators to boycott the lumber company so long as it 
purchased fuel oil from Willshire. Documents relative to an agreement to 
directly boycott Willshire are contained in part 4 of Petroleum Investigation 
pursuant to House Resolution 441, pages 2744 to 2747 (November 1934). 

The Marketing Committee of the Planning and Coordination Committee ap- 
pointed C. E. Arnott as chief price stabilizer for Middle West operations. He 
held meetings at the Blackstone Hotel in Chicago under the guise of NRA 
activities. He promoted and enforced pool-buying programs to remove cut- 
price gasoline from the market; wholesale and retail price agreementsS; whole- 
sale and retail margin agreements; and uniform contracts and practices. 
After an 8 months’ grand jury investigation the industry members were in- 
dicted under the antitrust laws. For pool buying and price fixing they were 
convicted and conviction was sustained by the Supreme Court (310 U. S. 150) ; 
for uniform margins, contracts, and practices, they entered pleas of nolo con- 
tendere and paid maximum fines. 

Independent refiners and marketers were eliminated from business by denial 
of supplies of crude oil and petroluem products. The P. and C. Committee ar- 
ranged for acquisition of price cutters by major companies. Counsel for 
Interior and counsel for the Chicago regional committee sought Department of 
Justice approval of the forced sale at a more than fair price, on threat of 
refusal of future supplies, of the chain of 40 service stations of Waggoner Filling 
Siations, Inc., to Socony-Vacuum Oil Co., “in order to stabilize the market.” 
{Material omitted.] The sale was consummated. 

During World War II there was much open criticism of the delegation of 
authority by the Department of the Interior to petroleum industry committees. 
The House Naval Affairs Petroleum Subcommittee in its interim report dated 
October 5, 1943 (pp. 1076-1077) observed : 

“The Office of Petroleum Administration for War promulgates regulations for 
the conduct of the industry with advice and counsel of the Petroleum Industry 
War Council and the district committees; all of these are made up, in large 
degree, of executives and employees of the major oil companies. The regula- 
tions are enforced by administrative denials of permits, etc., under a multitude 
of orders controlling every action in the industry * * *. The PAW was criti- 
cized by nearly every witness who appeared before the subcommittee for its 
bungling * * * and its favoritism to the large oil companies, whose employees 
predominantly man the PAW * * *, Furthermore it is the opinion of this 
subcommittee that these committees have been entrusted with too much power 
and have been biased in their exercise of this power in favor of the major oil 
companies. Thus there has been discrimination against the weaker independent 
members of the industry under the guise of furthering the war effort.” [Material 
omitted. ] 

Practically all operations in the petroleum industry during the war were ad- 
ministered by industry committees, contrary to the announced policy of the 
Secretary of the Interior in his June 16, 1941, letter to the Attorney General. 
From the following quotation from the address of the Deputy Coordinator to 
the PIWC on February 3, 1942, it would appear that the delegation to the com- 
mittees was purposely made: 

“While it was the original intention that the Council's activities should be 
of an advisory nature only, subsequent developments have convinced him (the 
Secretary of the Irmterior) that there were many national problems and activi- 
ties that the Council could well administer. The committee should go as far as 
permitted by law and that it was his opinion that this could be 90 percent of 
the job.” 

Directive 70 provided for the formation of a foreign operations committee and 
contemplated action by subcommittees relating to joint use of facilities and 
allocation of supplies in foreign countries. The actual language of the directive 
raised the committees to the level of a governmental agency by empowering 
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them to coordinate their activities with the British Overseas Supply Committee 
and the Ministry of War Transport. PAW was not represented abroad and it 
in effect delegated the responsibility of foreign administration to the industry 
committee. 

The Department received innumerable complaints from independent petroleum 
operators as to their inability to obtain supplies and use of facilities. When the 
staff attempted to intercede for small business, PAW instructed that all com- 
plaints be sent to district and local industry committees. The complainants 
reported back two things: First, they were berated for approaching the Depart- 
ment of Justice; and secondly, their competitors on the committees took every 
action possible to eliminate them from business. 

Rather than attempt to rewrite now an outline of the instances of abuse of 
position by industry committees during the war, I am attaching my file copies 
of three memorandums written by me on October 14 and 18, 1943, and June 7, 
1944, which relate the most glaring instances. (Vlease return these copies to 
we so I can refer to them in the future.) 

During the short period in which the advisory committees of the National 
Petroleum Council were operating under the Public Law 395 plan they took 
action which was not only within the administrative purview of the Secretary 
of the Interior, but even deliberately prohibited by the plan itself. In December 
1948, the district V regional committee advised directly the Office of Interna- 
tional Trade of the Commerce Department their approval and clearance of export 
shipments of distillate fuel oil and 80-octane gasoline to Chile and Shanghai 
for Union Oil Co. of California and Eddington Oil Co. The minutes of the 
meetings of the committee show the members were polled and a vote taken on 
these exports. Paragraph 10 of the plan provided: “This plan does not apply 
to the exportation of petroleum or petroleum products.” 

One independent oil jobber selling 70,000 gallons per month received an alloca- 
tion of 12,000 gallons under the plan. This type of complaint was received 
repeatedly. Most major companies in the same area were increasing their 
business. 

The Pennzoil Co. sent out a circular letter to all its “lease operators” of 
service stations stating: 

“During this critical gasoline situation the Pennzoil Co. will endeavor to keep 
you supplied with gasoline at all times and in return will expect full cooperation 
in the sales of Prestolite batteries and Cooper tires. In other words we do not 
expect other brands of batteries and tires in our stations.” 

The allocation of petroleum products was used to force exclusive dealing in 
automotive accessories. Gulf Refining Co. distributed a very strongly worded 
threat on failure to deal exclusively during the “equitable distribution of available 
supplies” period. 

An oil trade paper of September 11, 1948, carried as a news item that the west 
coast committee telegraphed all suppliers in the west coast “that commercial 
and industrial consumers be supplied with 100 percent of their requirements 
and that resellers be allocated 75 percent of their July take-ins.” Section 3 of 
the plan provided equitable distribution among all customers “at all levels.” 
The commercial and industrial consumers are usually supplied by major com- 
panies. Resellers supply the balance of the public generally. Major company 
business was to be carried on at 100 percent but independents were to receive 
only 75 percent of supplies. [Material omitted.] 

These instances were called to the attention of the director, Max Ball, of 
the Oil and Gas Division of the Department of the Interior, and his excuse 
was that the 75 percent deliveries to resellers was to cut down supplies to 
“nonessential” consumers who patronize filling stations for “pleasure seeking.” 
As to cutting off self-serve stations, Mr. Ball waited a month and wrote a letter 
to the chairman of the district V committee suggesting that the committee and 
its subcommittees “be particularly watchful against doing anything that might 
lay it open to the charge of furthering such discrimination.” He also stated 
that it was agreed “that no change need be made in the Seattle subcommittee’s 
minutes.” 

As to the present use of the Council, the delegation of authority by the Secretary 
of the Interior to the Council is very clear. For instance, the Committee on Inter- 
state and Foreign Commerce of the House asked the Department of the Interior 
to express its views on H. R. 6047, a bill to establish a Petroleum Policy Council 
for the purpose of developing, clarifying, and coordinating national policies relat- 
ing to petroleum, introduced by Representative Harris. On October 18, 1949, 
Secretary Krug wrote Chairman Hallanan, of the Council, as follows: 
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“The advice and counsel of the petroleum industry will materially assist the 
Department in reaching a position on this proposed legislation which is both 
practical and in the public interest. The Council is requested, therefore, to 
establish a committee to study the proposed legislation and to submit such report 
and recommendations on the subject as may be deemed appropriate.” 

Mr. Hallanan referred this request to the agenda committee, which met at 
Council headquarters on October 24, and took the following action: “The agenda 
committee, with A. Jacobsen and Hines H. Baker dissenting, recommends that 
the Council comply with the request that it appoint a committee to study H. R. 
6047.” At the meeting of the Council on October 25, 1949, the report of the agenda 
committee was approved after some discussion of the bill. Chairman Hallanan, 
after consultation with the chairman of the appointment committee, appointed a 
16-man committee with J. Howard Marshall as chairman. At the next Council 
meeting on January 26, 1950, J. Howard Marshall reported the unanimous views 
of the committee as expressed in a 13-page report, which was adopted by the 
Council after some debate. The report reviewed the relationship of the National 
Petroleum Council to the Department of the Interior and summarized all “favor- 
able” expressions of the value of Government-industry cooperation as maintained 
by the Council and concluded that legislation proposed a “centralization of Fed- 
eral power and authority wholly unnecessary in the public interest and probably 
productive in the end of harmful results”; and that the present relationship of 
industry to the Department of the Interior be not disturbed. 

On September 21, 1950, H. A. Stewart, Director of the Oil and Gas Division, 
wrote Mr. Hallanan that the military reported that it was short of high-octane 
aviation fuels and believed some regulations should be made effective to regulate 
use of feed stocks and components, to encourage production of alkylates and 
codimers, and to effect exchanges, new plants, and so forth. He stated: “Since, 
in my opinion, the above cannot be accomplished without overall coordination 
of production of aviation gasoline, I request that the National Petroleum Council 
advise me on ways and means to accomplish the above specifically including 
recommendations with respect to the type of organization and personnel necessary 
to do the job.” Mr. Hallaman referred to the request to the Agenda Committee 
which held a meeting on September 27, 1950, and decided it was proper and 
advisable for the Council to consider the subject and a committee should be 
appointed. The Council at its meeting on September 28, 1950, adopted the 
report, and a committee of 11 was appointed, with Mr. Brewster Jennings as 
chairman. Such committee reported at the same Council meeting, recommending 
that Interior set up an emergency administration directly under the Secretary 
of the Interior to be staffed by a Deputy Administrator and specialized personnel 
to handle the aviation gasoline problem and “should not undertake management 
or operating functions.” The report was adopted. Discussion brought out that 
the Council desired the new defense organization to be independent and “entirely 
separate and apart from the agency of government within, or outside, the 
Department of the Interior except the Secretary of the Interior himself who is 
to be the administrator.” (This organization is the one now proposing that the 
Council be made the advisory committee for defense). 

W. B. W. S. 


December 8, 1950 


RE DELEGATION OF GOVERNMENTAL COORDINATION 


On September 21, 1950, the Director of the Oil and Gas Division wrote Chair- 
man Hallanan of the NPC that the Aircraft Fuels Committee of the Military 
Petroleum Advisory Board had reported that the offerings of high octane number 
aviation gasoline by the petroleum industry failed to meet military requirements 
by over 3 million barrels ; that requirements could not be met unless the industry 
was enabled to take and “be protected in taking, with the assistance of govern- 
ment,” action to (1) regulate the use of components to operate alkylation plants, 
(2) exchange alkylation feed stock components, (3) have made available to 
industry and regulate the use of tank cars, (4) convert polymerization opera- 
tions to produce components, (5) limit the use of components to fees stocks, 
and (6) “obtain Government review and support of financing including supply, 
construction, reimbursement for exchange of components, abnormal freight 
charges, ete., and authorized aceelerated amortization.” The Director continued : 

“Since in my opinion the above cannot be accomplished without overall 
coordination of production of aviation gasoline, I request that the National 
Petroleum Council advise me on ways and means to accomplish the abeve, 
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specifically including recommendations with respect to the type of organization 
and personnel necessary to do the job.” 

Mr. Hallanan referred the request to the Agenda Committee which held a 
meeting on September 27, 1950, and decided it was proper and advisable for 
the Council to consider the subject and appoint a committee. 

The Council at its meeting on September 28, 1950, adopted the report, and 
a committee of 11 was appointed, with B. Brewster Jennings as chairman. 
Such committee reported at the same Council meeting, recommending that 
Interior set up an emergency administration directly under the Secretary of 
the Interior to be staffed by a Deputy Administrator and specialized personnel 
to handle the aviation gasoline problem. The report continued: 

“It should deal directly with all the other agencies of government that 
might be concerned with any aspects of the petroleum involved and with the 
industry. The agency should be a specialized, vertical, rather than a general, 
horizontal Government organization to deal with the internal problems of 
the petroleum industry involved. The committee is convinced that any or- 
ganization other than one of an independent and vertical character reporting 
directly to the Secretary of the Interior, could not successfully achieve its 
objectives. The relationship of the agency to the industry should be coopera- 
tive. Such agency should not undertake management or operating functions. 
The agency should be temporary and should cease to function just as soon 
as the emergency is over.” 

The above recommended agency is now the Petroleum Administration for 
Defense, staffed by industry executives and employees. 

Reference: Minutes of National Petroleum Council for September 28, 1950, 
including reports of the Agenda Committee and the special committee set up 
to study the emergency program. 

W. B. WATSON SNYDER 
March 13, 1951 
File 60-012-20 


RE DELEGATION OF FUNCTIONS TO NATIONAL PETROLEUM CoUNCIL 


As to the present use of the Council, the delegation of authority by the 
Secretary of the Interior to the Council is clear. For instance, the House 
Committee on Interstate and Foreign Commerce asked the Secretary of the 
Interior to express his views on H. R. 6047, a bill “to establish a Petroleum 
Policy Council” from Cabinet officers to develop, clarify. and coordinate national 
policies relating to petroleum, introduced by Representative Harris. On Octo- 
ber 18, 1949, Secretary Krug wrote Chairman Hallanan of the Council as 
follows: 

“The advice and counsel of the petroleum industry will materially assist the 
Department in reaching a position on this proposed legislation which is both 
practical and in the public interest. The Council is requested, therefore, to 
establish a committee to study the proposed legislation and to submit such 
report and recommendation on the subject as may be deemed appropriate.” 

Mr. Hallanan referred the request to the Agenda Committee which met at 
Council headquarters on October 24 and took the following action: “The Agenda 
Committee, with A. Jacobson and Hines H. Baker dissenting, recommends that 
the Council comply with the request that it appoint a committee to study 
H. R. 6047.” 

At the meeting of the Council on October 25, 1949, the report of the Agenda 
Committee was adopted and a 16-man committee was appointed, with J. Howard 
Marshall as chairman. 

At the next Council meeting on January 26, 1950, Marshall reported the 
unanimous views of the committee in a 13-page report, which was adopted by 
the Council after some debate. The report reviewed the relationship of the 
WPC to the Department of the Interior and summarized all “favorable” ex- 
pressions of the value of Government-industry cooperation as maintained by 
the Council and concluded that the legislation proposed “a centralization of 
Federal power and authority wholly unnecessary in the public interest and 
probably productive, in the end, of harmful results,” and that the present rela- 
tionship of industry to the Department of the Interior be not disturbed. 

References: Minutes of National Petroleum Council for October 25, 1949, and 
January 26, 1950, with reports attached. 

W. B. Watson SNyYpER 
March 14, 1951 
File 60—012-20 
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Re Use or NATIONAL PeTrRoLeumM Councin As INDUSTRY ADVISORY COMMITTEE 
FOR DEFENSE 


The minutes and attachments of the meetings of the National Petroleum Coun- 
cil for December 5, 1950, and January 30, 1951, disclose that Mr. H. A. Stewart, 
Director of the Oil and Gas Division of the Department of the Interior, is re- 
questing the Council to make studies for the Secretary of the Interior as Ad- 
ministrator of the Petroleum Administration for Defense. 

On December 1, 1950, Mr. Stewart requested the Council to “make a new and 
comprehensive study of present and probable future petroleum productive 
capacity and availability to the United States, including gas as well as liquid 
petroleum, foreign as well as domestic sources, and that the Council submit the 
results of this study with such recommendations as it deems appropriate at the 
earliest possible date”. On the same date Mr. Steward also requested the 
council to appoint a committee to make a thorough study of the minimum essen- 
tial materials and chemicals requirements of the oil and gas industry, including 
requirements for steel, copper, aluminum, zine, cobalt, nickel, and sulfur. He 
indicated that these reports, especially the report on steel, were for submission 
to the National Production Authority. 

On January 29, 1951, Mr. Stewart requested the Council “to make a study of 
the capital and materials requirements for increasing the availability of petro- 
leum products by 1 million barrels per day in increments of one-quarter of a 
million barrels a day and that the council report thereon, together with such 
recomendations as it deems appropriate”, assuming that the expansion was to 
be in the Western Hemisphere and that the proportionate production of the 
principal petroleum products should be the same as the average proportionate 
production of such products for the calendar year 1950. On the same day Mr. 
Stewart requested the Council to make a study and report on the demand for 
liquefied petroleum gas; and also make a study and present facts regarding 
manpower requirements of the petroleum and gas industries. 

The agenda committee of the National Petroleum Council considered these 
various requests on December 4 and January 29, 1951 and recommended to the 
Council that appropriate committees be appointed. The Council in its sessions 
unanimously adopted the reports of the agenda committee and the chairman 
of the Council was directed to make the appointments. 

References: (1) Minutes of National Petroleum Council meeting December 5, 
1950, pages 23 and 24, together with report of agenda committee dated Decem- 
ber 4, 1950. 

(2) Minutes of the National Petroleum Council meeting, January 30, 1921, 
pages 4 and 5, together with report of the agenda committee dated January 
29, 1951. 

W. B. WATSON SNYDER 
March 30, 1951 
File 60-012-20 


CONCENTRATION IN PETROLEUM INDUSTRY DuRING WorLD War II 


The report of the Smaller War Plants Corporation to the Senate Small Busi- 
ness Committee in January 1946 recited the concentration in the petroleum 
industry during World War II and put the greater part of the emphasis on the 
Government-sponsored program of building new refineries. It observes as 
follows: ‘ 

‘Before the outbreak of the war in Burope the control of the major companies 
in the petroleum industry was firm and comprehensive. By the end of the war 
their position had grown even more dominating. The key to this change is 
found in the disposition and type of facilities constructed durng the war.” 
(Immediately following was submitted a table showing expansion of refining 
facilities and their value). 

“Table 59 shows that the value of all new refining facilities constructed during 
the war amounted to nearly one billion dollars—a 20 percent increase in overall 
refining capacity. Nearly 80 percent of the new facilities are now owned or 
operated by the 18 major refiners. Moreover, 70 percent of the new facilities are 
privately owned by the 18 majors. In fact, of the total of $775 million in new 
facilities operated by the majors, $678 million—or nearly 90 percent, are pri- 
vately owned. Whether financed privately or federally (through RFC leans 
or supply contract advances) these privately owned facilities are now fully 
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paid for at huge wartime profits and contractual advances and are completely 
amortized. 

“On the other hand, the relatively minor share of new facilities operated 
by the smaller companies are in the main privately owned. Procurement con- 
tracts available to small firms usually did not permit them to retain title to 
the facilities they operated. Thus the smaller companies built only $219 
million in new facilities during the war and of this 168 million was for federally 
owned capacity.” 

Reference: Senate Document No. 6, 79th Congress, 2d session, Economic Con- 
centration in World War IIl—January 23, 1946, pages 169 and 170. 

W. B. WATSON SNYDER 
March 15, 1951 
File 60—-012-20 


Re House NAVAL AFFAIRS PETROLEUM SUBCOMMITTEE 


A petroleum subcommittee of the House Committee on Naval Affairs filed 
a report October 5, 1943, after a 6 months’ investigation of the progress of the 
war effort in the petroleum industry. Much testimony had been taken at hear- 
ings in the field as well as in Washington and the four-member subcommittee 
summarized its views in an interim report as follows: 


“DEFECTS OF CENTRALIZED CONTROL BY EXECUTIVE AGENCIES 


“The Office of Petroleum Administration for War promulgates regulations 
for the conduct of the industry with the advice and counsel of the Petroleum 
Industry War Council and the district committees; all of these are made up, in 
large degree, of executives and employees of the major oil companies. The regu- 
lations are enforced by administrative denial of permits, and so forth, under a 
multitude of orders controlling every action in the industry. For instance, it 
was testified that PAO-11 (formerly M-68) denied the right to drill a well ina 
known field if there be more than one well to each 40 acres of land surface; that 
the only possible way to drill a well in less than 40 acres was to obtain from 
Petroleum Administration for War an exception; and that the order makes it a 
Federal offense to drill under such circumstances without such an exception. 
The spacing regulations were promulgated without the approval of all of the 
State regulatory bodies and ignored the fact that subsurface structures vary 
from State to State. If several sands underlie a field the regulations should 
permit a drilling to each sand irrespective of the land surface. Thickness of 
sand and oil content should also be considered, as in Mississippi, for instance. 
The State authorities are in the best position to decide these drilling practices. 
It is believed, therefore, that oil exploration, drilling and production should be 
controlled by the oil-producing States themselves. 

> = = 7 = « = 

“The Petroleum Administration for War was criticized by nearly every witness 
who appeared before the subcommittee for its bungling, its inexcusable delay in 
acting on applications for rights granted by regulations, its lack of a broad nation- 
wide knowledge of the oil industry, and its favoritism to the large oil companies, 
whose employees predominantly man the Petroleum Administration for War. 

“To assist him in regulating the petroleum industry, the Administration has 
set up an innumerable number of committees in each of the five districts into 
which the country has been divided. Such committees are composed of industry 
members, most of whom are connected with major oil companies. These commit- 
tees are entirely too numerous and much delay and confusion have been caused 
by their overlapping authority. Furthermore, it is the opinion of the subcom- 
mittee that these committees have been entrusted with too much power and they 
have been biased in their exercise of this power in favor of the major oil com- 
panies. Thus, there has been discrimination against the weaker independent 
members of the industry under the guise of furthering the war effort.” 

Reference: House Report No. 142, 78th Congress, 1st session, pursuant to 
House Resolution 30, by Petroleum Subcommittee of the Committee on Naval 
Affairs, pages 1076 and 1077, October 5, 1943. 

W. B. Watson SNYDER 
March 13, 1951 
File 60-012-20 
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Mr. Barnes. To answer your question, I may have found one: The 
Military Petroleum Board, according to the information we have 
received. 

Mr. Harxrns. Is that the Military Petroleum Advisory Board ? 

Mr. Barnes. Military Petroleum Board of the Bureau of Mineral 
Resources of the Department of the Interior. 

Mr. Harxrns. Who are the members on that ? 

Mr. Barnes. I cannot tell you. 

Mr. Harkins. Is that an industry advisory committee, or is that a 
committee of Government officials? 

Mr. Barnes. Well, its name—I would assume it is Government 
officials, but that is purely guesswork on my part. I am merely giv- 
ing you a report from the information we have on all advisory com- 
mittees in the Government. 

Mr. Harxrns. I have been unable to find such a committee, and I 
was wondering whether you have found such a one. 

Mr. Barnes. I might say there are a good many committees in the 
Interior. We received complete information from Interior just 
recently. 

Mr. Maerz. Perhaps the judge would like to supply the informa- 
tion for the record. 

Mr. Barnes. I should be glad to, after we discuss that with Interior. 

(Subsequently, Judge Barnes reported that this committee does not 
have a Government chairman.) 

Mr. Maerz. Thank you. 

Mr. Harkins. Judge Barnes on page 335 of the prior hearings, there 
is a discussion on that page concerning the voluntary agreement that 
the Business and Defense Services Administration had made in the 
Chemical and Rubber Division, which voluntary agreement related 
to an informal method by which military requirements of anhydrous 
ammonia and toluene were allocated. 

Are you familiar with that situation ? 

Mr. Barnes. I am not. 

Mr. Harkrns. You are not. Well, the circumstances are these: A 
Government official in the Business and Defense Services Adminis- 
tration telephoned the industry to ask each industry member if they 
would give 10 percent of their production, or some percentage of their 
production, to meet defense requirements. They referred to that as 
a voluntary agreement in the industry, but they distinguished it from 
a section 708 agreement, in that each member agreed individually with 
the Government’s representative. They felt that it was a proper 
activity to undertake, this informal allocation method, rather than 
issuing an order under the formal requirements of title I of the Defense 
Production Act. 

And, the question is: Is a situation like this a “voluntary agree- 
ment” such as is contemplated by section 708 of the Defense Produc- 
tion Act? 

Mr. Barnes. I don’t think so, because there the only agreement is 
between the Defense Department and the individuals; there isn’t any 
agreement between the competing individuals. 

Mr. Harxrns. If there were an industry advisory committee meet- 
ing and the problem were put to the industry advisory committee, and 
at that meeting the members agreed to contribute 10 percent or some 
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percentage of their production to the Military Establishment, would 
that be a “voluntary agreement” that would be subject to the terms 
of the Defense Production Act? 

Mr. Barnes. I would think that the parties participating in that 
agreement would want to come under the exemptions which the 
Defense Production Act gives them. 

Mr. Harxrns. Is the situation where the governmental agencies 
insist on a voluntary agreement rather than informal 

Mr. Barnes. I do not know what all the circumstances are. There 
are too many factors, and I don’t want to take a second guess at some- 
body that knows the facts. 

Mr. Harkins. Well, would it be a violation of the antitrust laws if a 
group of competitors agreed, with no relationship to any Government 
official, to divide up Government requirements of a commodity which 
they sell? 

Mr. Barnes. I would think so. 

Mr. Harkins. There would be no question at all? 

Mr. Barnes. No question in my mind. 

Mr. Harkins. But there is a question in your mind if the same thing 
takes place in an industry advisory committee? 

Mr. Barnes. No; I did not say that. I said I would think that would 
not take place by a group of individual producers of the products 
because they would be very fearful of any antitrust consequences. 
They would undoubtedly want the protection and exemption of the 
antitrust laws that come with the Defense Production Act. 

Mr. Harxtns. Would it be a violation of the antitrust laws if the 
individual companies agreed to follow a course of action requested by 
a Government official on condition that a similar agreement was made 
by the Government with other companies in the industry ? 

Mr. Barnes. I don’t know. 

Mr. Harkins. Are you familiar with the letter of December 18, 1951, 
from Mr. Morison to the defense agencies ? 

Mr. Barnes. That was in regard tothe chairmanship? 

Mr. Harxrns. No, sir; that is the letter that advises the defense 
agencies when they should submit proposed actions to the Department 
of Justice for consideration under the section 708 procedure. 

Mr. Barnes. I would not say that I am familiar with it. I would 
say that I knew there was such a letter. 

Mr. Harxrys. You will notice on page 337 of the last hearings, the 
last five paragraphs, starting with 
All voluntary agreements on the part of industry representatives to follow a 
particular course of action, or to refrain from such action, must be approved under 
section 708—— 

Mr. Barnes. Yes. 

Mr. Hargis (reading) : 
if the applicants are to have antitrust immunity. This is true even though the 
actions may be solely for the benefit of the Government. 

Mr. Barnes. I agree. 

Mr. Harxrns. If we assume “voluntary agreement” means an agree- 
ment between competitors— 
this rule is equally applicable to agreements which may have been reached in the 


course of industry advisory committee meetings surrounded by the safeguards 
uf our October 19 letter. 
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Mr. Barnes. That is right. 

Mr. Harkins (reading) : 

Moreover, it does not matter that those who agree to act or refrain from acting, 
constitute only those who ar present at a committee meeting, or only a small 
segment of an industry. 

Mr. Barnes. I would not dispute that. 

Mr. Harxrns (reading) : 

Further, agreement by individual enterprises to follow a particular requested 
course of action constitutes a voluntary agreement requiring approval if in fact 


the individual is agreeing to follow the requested course of action in considera- 
tion of a similar agreement on the part of other business enterprises. 


Mr. Barnes. I understand. 

Mr. Harkins. Do you agree with that? 

Mr. Barnes. What? 

Mr. Harkins. Do you agree with that? 

Mr. Barnes. No, I said I don’t know whether I agree with that or 
not. That is something I would have to give some study to. I 
wouldn’t give an offhand opinion to a matter of that kind. 

Mr. Harxkrns. And my further question is: Do you feel that the 
Department of Commerce, when it requested the industry to partici- 
pate in this anhydrous ammonia agreement, should have followed the 
708 procedure ? 

Mr. Barnes. I don’t know enough about the specific facts there, Mr. 
Harkins. 

Mr. Harkins. Well, will you endeavor to find out about the specific 
facts and inform the committee in that respect? I think that the com- 
mittee would be very much interested in any changes on the voluntary 
agreement program which may be forthcoming. 

Mr. Barnes. Well, I can look into the matter. 

Mr. Harkins, Will you supply that to the committee? 

Mr. Barnes. As to my opinion? I doubt it very much. 

Mr. Harxrns. I asked you whether the Department of Justice con- 
siders that the voluntary agreements should come under section 
708 

Mr. Barnes. I suggest if you want a legal opinion from us that you 
give us the hypothetical facts, and we will ask the counsel’s office to 
prepare a statement. 

Mr. Harkins. We can refer toa specific fact situation, too. 

Mr. Barnes. All right. If you do that, we will see to it. 

Mr. Matetz. Judge Barnes, Mr. Honeywell testified yesterday re- 
garding industry advisory committees in BDSA, that many of the 
meetings are chaired by WOC officials. He said that the BDSA fol- 
lowed the Department of Justice criteria. 

It was pointed out to Mr. Honeywell that the Department of Justice 
criteria, as interpreted by you on August 4, when you testified before 
this committee, precluded a WOC from acting as a chairman at indus- 
try advisory committee meetings. 

Mr. Honeywell further testified that the Department of Commerce 
would not make any change in its procedures respecting advisory com- 
mittees in this respect unless the Department of Justice revised its 
criteria and issued them to the interested agencies. 

My question is this: Will the Department of Justice revise its 
criteria to the extent that WOC’s will be precluded specifically from 
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acting as presiding officers at industry advisory committee meetings ? 

Mr. Barnes. I cannot answer that question. I don’t know whether 
it will revise the procedures, or if it should revise them. 

Mr. Roptno. Is that your answer ? 

Mr. Barnes. Yes. 

Mr. Ropino. Are there any further questions? 

Mr. MoGrain. One question Mr. Harkins wanted to ask, and I am 
asking it for him because he is out just now. 

I refer you to page 551 of the prior hearings, which I think you 
have there, in a footnote, a statement by Mr. Morison when he testified 
on June 11, 1951, before this committee as follows: 

I have no doubt that a so-called dollar-a-year man, a without-compensation 
executive, if he is as envisioned in section C of the Executive order, 10182 (c), 
if he is not assigned the responsibility as a bureau head or section head of his 
own industry, that there is nothing inherently wrong. 

The question is, Do you think a WOC should not head up a divi- 
sion in the Government which deals with the industry from which he 
comes ? 

Mr. Barnes. Well, let us put it this way. Any time a man from 
a particular industry is the head of an organization that makes deci- 
sions which affect that industry, where he is making decisions that 
might affect that business, I think that presents grave problems as 
to whether or not it is in the public interest. 

Mr. McGratu. In other words, if he is the head of a division, or 
holding a policymaking job, for example, those problems exist under 
those circumstances ? 

Mr. Barnes. Yes. 

Mr. Keating. On the other hand, it would be foolish to have a 
florist heading up a steel division. 

Mr. Barnes. Extremely so. 

Mr. Keatine. And when you call these men in for their specialized 
learning and specialized knowledge of a particular industry, you lose 
a good deal of the benefit if you are to say to them, “All right, here is 
a steel man who knows steel and the steel business, have him attend 
to everything but steel.” 

Mr. Barnes. Of course the question does not go quite that far, 
Mr. Keating. It is not that he could not have anything to do with 
it but merely that he should not be the head of this particular area— 
but your criticism applies equally well to any activities within a 
specific division. 

You have to look at it on a case-by-case basis and determine what 
the decisions are that the WOC’s are going to have to make and where 
the balance of public interest lies. 

Mr. Harkins. The BDSA has issued instructions governing the 
conduct, the organization and conduct of their advisory groups which 
is entitled, “Operating Instruction No. 7,” dated May 10, 1954. 

Did the Department of Justice approve this instruction covering 
industry conferences; did the Department of Justice approve the 
provisions in this instruction? 

Mr. Barnes. I have no recollection of it. I wouldn’t say for certain 
but I have no present recollection. I don’t recall it. 
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Mr. Harxrns. It is customary, is it not, for the Department of 
Justice to review proposed regulations concerning advisory groups 
and to approve them if they comply with the criteria ? 

Mr. Barnes. Under the Defense Production Act but not under any 
other act that I know of. 

Mr. Harkins. Do you know that letters that the Department of 
Justice sent out to the agencies in the past requested the agencies 
to promulgate regulations covering the operations of advisory groups ! 

Mr. Barnes. Industry advisory groups? 

Mr. Harxrns. Industry advisory groups. 

Mr. Barnes. Yes; that is, for industry advisory groups we do. 

Mr. Harkins. Even though not covered by the Defense Production 
Act? 

Mr. Barnes. Can you tell me specifically what you have in mind— 
what groups you have in mind? 

Mr. Harkins. Any industry advisory groups organized by Defense 
agencies, whether or not they are organized pursuant to the provisions 
of the Defense Production Act. 

Mr. Barnes. We have written every agency with relation to indus- 
try advisory groups, as far as I know, suggesting these conditions. 

Mr. Harkins. That is right, and requested them to promulgate 
regulations, I believe, also in those letters ? 

Mr. Barnes. I am not certain of that. They are only in the shape 
of recommendations, of course, so I presume for them to be effective, 
there would have to be some regulation. 

Mr. Keatine. Do you have any WOC’s in the Department of 
Justice ? 

Mr. Barnes. Some of the boys who work for me complain they are 
in the same category, but—yes, we do, there are a few WOC’s in the 
Department of Justice who advise the Director of Prisons on penology. 

Mr. Roprno. Off the record. 

(Discussion off the record.) 

Mr. Harkins. One of the provisions of Operating Instruction No. 7 
refers to a record of proceedings and says, “Full and complete sum- 
mary minutes of each conference will be prepared.” 

Does that meet the requirement or suggested criteria that full and 
complete minutes will have to be prepared ? 

Mr. Barnes. I will have to take a look at it to see whether “full and 
complete summary minutes” are the same as “full and complete min- 
utes ” or not. 

Mr. Harkins. As far as you know, you have not approved this 
regulation ? 

Mr. Barnes. This regulation you referred to—— 

Mr. Harkins. Operating instruction No. 7 of the Business and De- 
fense Services Administration. 

Mr. Barnes. To my best belief, we have not. 

Mr. Harkins. Operating instruction No. 8, issued June 9, 1954, 
by the BDSA covers meetings other than industry conferences with 
cape of industry nt et rece Do you know whether this has 

een approved by the Department of Justice? 

Mr. Barnes. I have no recollection but I believe not. It is, I as- 
sume, a matter for the Department of Commerce to decide upon. 

Mr. Harkins. In section 4.404 entitled, “Eligibility for Industry 
Advisory Committee Membership,” says: 
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Only those persons presently and directly engaged in a business or industrial 
enterprise in a supervisory, managerial, scientific, or technical capacity relating 
to the production, distribution or use of material or service shall be eligible 
for membership on an industry advisory committee established for a particular 
industry and segment or segments thereof. 

Would trade association officials be eligible to participate under 
that ¢ 

Mr. Barnes. I would doubt if full-time trade association officials 
would qualify under the language you just quoted me. 

Of course, we know that there has been some exchange of corre- 
spondence along those lines. 

Mr. Harkins. Yes. Well, Judge Barnes, Mr. Honeywell, and Mr. 
Roper testified, and they said yesterday that trade association officials 
were eligible for participation and did participate in the industry 
advisory committees under these criteria. 

Mr. Barnes. I believe that relates to a discussion that was had at 
one time wherein the Department of Justice thought that when par- 
ticular circumstances existed and when representations were made 
to us as to the necessity for their attendance, that we saw no reason 
in this limited situation if in their discretion they thought it best, 
that trade association representatives could participate. 

You must understand that it is extremely difficult for anyone, an 
Attorney General much more so, or anyone working under him, to 
tell any other executive agency how to run its business. 

Mr. Harkins. I understand that. The question is directed to what 
the Department of Justice considers appropriate representation on 
these advisory committees and what it recommends the other Govern- 
ment agencies follow with respect to the participatiton by trade 
officials. 

Mr. Keatinc. With emphasis upon those areas in which the De- 
partment of Justice is 

Mr. Barnes. We do not, and the Department of Justice has not 
and does not, look with favor or enthusiasm upon the participation 
of purely industry officials who represent industry organizations rather 
than the industry itself. 

There again, you get into problems. Very frequently particular 
individuals representing the industry organization may have greater 
knowledge than any one or two members from private industry, and 
from a practical standpoint he may be able to give the Government 
more information by membership on the committee than if you kept 
him off the committee. - 

Mr. Materz. What is the reason for the Department of Justice 
position in this respect ? 

Mr. Barnes. You mean the general proposition ? 

Mr. Maerz. Why doesn’t the Department of Justice favor trade 
officials being on industry advisory committees ? 

Mr. Barnes. Would you repeat the question ? 

Mr. Materz. Would you read the question. 

(The question was read. ) 

Mr. Barnes. Because of the fact that we have, as I testified this 
morning, had some difficulty in the past with industry advisory com- 
mittees and agreements in restraint of trade which have been entered 
into at such meetings. 
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Mr. Materz. But I take it, it is a practice of the Department of 
Justice presently to have trade association officials serve as members 
of industry advisory committees. 

Mr. Barnes. I cannot speak as to the practice. I know in some lim- 
ited instances we have approved of their participation. 

Mr. Roprno. Anything further ¢ 

Mr. Harkins. Nothing further. 

Mr. Maerz. Nothing further. 

Mr. Keattine. No. 

Mr. Roprno. Well then, this will terminate the hearings for this 
afternoon, and we wish to thank you again for your fine statement 
that you have submitted. ‘The committee will adjourn subject to the 
call of the Chair. 

(Whereupon, adjournment was taken at 3: 25 p. m.) 


Xx 








